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MUTUAL SECURITY APPROPRIATIONS FOR 1961 
(AND RELATED AGENCIES) 


Turespay, Apri 26, 1960. 
TECHNICAL COOPERATION 


WITNESSES 
INTERNATIONAL COOPERATION ADMINISTRATION 


JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING, INTERNATIONAL COOPERATION ADMINISTRATION 

MARCUS GORDON, REGIONAL DIRECTOR, AFRICAN AND EUROPEAN 
OPERATIONS 

CARTER IDE, CHIEF, NEAR EAST AND SOUTH ASIA OPERATIONS 
PROGRAM STAFF 

MISS HELENE GRANBY, CHIEF, FAR EASTERN OPERATIONS PRO- 
GRAM STAFF 

ALEX MOORE, ASSISTANT CHIEF (PLANNING), LATIN AMERICAN 
OPERATIONS PROGRAM STAFF 

SAUL KATZ, PROGRAM OFFICER FOR TECHNICAL COOPERATION, 
OFFICE OF THE DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING 

C. HERBERT REES, SPECIAL ASSISTANT FOR CONGRESSIONAL 
PRESENTATION, OFFICE OF THE DEPUTY DIRECTOR FOR PRO- 
GRAM AND PLANNING 

EDWARD F. TENNANT, ASSISTANT DEPUTY DIRECTOR-CON- 
TROLLER 

JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE 
CONTROLLER 

OLIVER L. SAUSE, OFFICE OF AFRICAN AND EUROPEAN OPERA- 
TIONS 

JAMES VICTORY, DIRECTOR OF THE OFFICE OF PARTICIPANT 
TRAINING 


DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 

WOODROW W. STOREY, DIRECTOR, FINANCIAL MANAGEMENT 
DIVISION, OFFICE OF INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. Gentlemen, the subcommittee will please come to 
order. 
Mr. Grant, please have a seat. 


(1301) 
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WITNESS TO JUSTIFY PROGRAMS as 


Mr. Taser. Before we start, Mr. Chairman, I would like to ask one 
question : 

Mr. Grant, are you the gentleman in charge of this operation 
directly ¢ 

Mr. Grant. Sir, I am not in charge of this operation directly in the 
sense that ICA administers in an intermingled sense defense support, 
special assistance and technical cooperation, but I, as Deputy Director 
for Programing and Planning, am generally familiar with these vari- 
ous programs and I am specifically testifying on technical cooperation, 

Mr. Taper. I thought we always figured to have the person who was 
in charge make the presentation. 

Mr. PassMan. This is really a rare exception, with all due deference 
to our distinguished prince ipal witness scheduled for this afternoon. 

What is your position, Mr. Grant, with the ICA? 

Mr. Grant. I am Deputy Director of the ICA, in charge of the 
programing and planning part. 

Mr. Passman. Specifically, who is in charge of this operation? I 
note that Mr. Murphy indicates nobody. 

Mr. Murrnuy. There is no one person, short of Mr. Riddleberger in 
ICA, who you can say is in charge of technical cooperation. ICA, 
basically, is organized geographic ally and has a regional director for 
Europe, and then they have a regional director for Africa, another for 
the Near East, another for the Far East and another for Latin 
America. Those regional directors are responsible for all operations 
in those regions, whether they be technical cooperation, special assist- 
ance or defense support. In other words, ICA is not organized fune- 
tionally. It has no Technical Cooperation Director, Defense Support 
Director or Special Assistance Director. It is a geographic organi- 
zation. 

It is only because the committee wanted to hear this justification 
on a functional basis that we had to select and assign some senior 
official the responsibility of making the presentation for each of the 
three functional-type programs, special assistance, defense support, 
and technical cooperation. 

Mr. Grant was se lected for technical coope ration, Mr. Saccio, the 
Deputy Director, is going to present special assistance, and Mr. Rid- 


; 
dleberger, the Director, will present defense support. But, neither | 
one of those three spends his full time administering the program | 


he is going to present. 

Mr. Passman. Who testified in behalf of this program last year? 

Mr. Murrny. Mr. Grant, under the same arrangement. 

Mr. Passman. And, the year before ? 

Mr. Murreuy. The year before you heard it on a geographic basis 
and not. a functional basis, and the regional directors for each of the 
five geographic regions presented the entire program of the ICA for 
the reoions—technical cooperation, defense support, and special 
assistance. 

In addition, you had the military man here at the same time and he 
presented military assistance. You had the State Department. As 
sistant Secretary for the area here at the same time. But, when yol 
switch from a geographical to a functional presents ition, it requires 4 
presentation that is not alined with the way ICA is organized, be 
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cause ICA, by Executive order, is required to be organized in the 
same geographical pattern as the State Department, Mr. Chairman. 

Mr. Grant, as you see from the witness list, is supported by people 
ineach of the geographic: al bureaus, who are familiar with the tech- 
nical sper ition program, and whom we hope will be of assistance 
to Mr. Grant when you get into the detailed questions. 

Mr. Passman. Did you testify for an appropriation, Mr. Grant, 
before = committee in recent days? 

Mr. Grant. I appeared at the time that Mr. John Grady, our Dep- 
uty Director for Management, appeared to testify for administrative 
expenses, 

Mr. Murrny. Mr. Chairman, when we were discussing ICA admin- 
istrative expenses, some of the questions that you asked concerned 
expenditures under the technical cooperation program. So, we had to 
bring up Mr. Grant who has been prepared to present the technical 
cooperation program as a person who is familiar with those particular 
items about which you are inquiring. 

Mr. Passman. What if we should decide to ask some questions about 
the administrative phase of it? Then, you would have to have Mr. 
Grady here? 

Mr. Mureny. This afternoon, you mean ? 

Mr. PassmMan. Or any other time? 

Mr. Murruy. We would like, of course, to have the most responsive 
witness that we can present to help the committee expedite its work. 

Mr. Passman. The gentleman has cleared the atmosphere and the 
record is now clear. 

Mr. Grant is the principal witness this afternoon and he is accom- 
panied by other witnesses whose names will be inserted in the record 
with the witness list. 


FISCAL YEAR 1961 ESTIMATE FOR TECHNICAL COOPERATION 


The 1961 estimate is in the amount of $172 million, while the 1960 
appropriation was in the amount of $150 million. You are requesting 
an increase of $22 million for fiscal 1961 over fiscal 1960. 

Mr. Grant. That is correct, sir. 


SPECIAL PROGRAM FOR TROPICAL AFRICA BASICALLY TECHNICAL AID 


Mr. Passman. I note that in addition $20 million is being requested 
under special assistance for the special program for Africa, which 
prior witnesses have agreed is a technical cooperation program. Is 
that also a bilateral program ? 

Mr. Grant. That is also a bilateral program of some difference 
from the technical cooperation request that you now have before you. 

Mr. Passman. Do we understand the difference is that the policy in 
the past has been that only about 10 percent of the total appropriation 
wonld be for commodities, and in this instance it may be that a higher 
percentage of the amount allocated would be for commodities ? 

Mr. Grant. A much higher percentage would be for commodities 
and no noncontract technician or participant cost. 

Mr. Passman. But, for all practical purposes, other than that dif- 
ference then, it is technical aid ? 

Mr. Grant. It is designed to primarily accomplish training and 
educational purposes, 
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Mr. Passman. Would that be technical aid, so we can get the record 
straight ? 

Mr. Murphy testified, “Yes; it was technical aid.” If you differ with 
Mr. Murphy, let us let the record indicate at this time that this is not 
technical aid. 

Mr. Grant. We have a history under the technical cooper: ation pro- 
gram of not providing substantial quantities of equipment and sup- 
plies : and other costs as part of the technical cooper: ation progr: im. It 
is essentially personnel and training; whereas the special program 
for tropical Africa is essentially to cover capiti al costs IN associ: ition 
with the establishment of training institutions, universities, and the 
like. 

Mr. Passman. Then, with the exception of a higher percentage of 
the $20 million for commodities, perhaps, because you need heavier 
equipme nt. its function and service will be the same as that under the 
bilateral technical aid program / 

Mr. Grant. Yes; there is a very major distinction, however, in the 
way we oper: ite, sir. 

Mr. Passman. In reality, then, we are considering a request for 
$192 million: are we not ? 

Mr. Grant. No, sir. 

Mr. Passman. Well, $172 million and 820 million make $192 mil- 
lion; and it has been testified for the record, and I shall not attempt 
to change the record, that this was technical aid, just the same as the 
bilateral program and others, but on account of the geographical loca- 
tion and terrain, it would be a higher percentage of the $20 million that 
would go for commodities and, perhaps, heavy equipment, and that 
word was used. 

JUSTIFICATION MATERIAL 
We shall at this point in the record insert pages 2,5, 20, and 21 of the 


justifications. 
(The pages referred to follow :) 
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[Ty +} 
{In 





Other West Afric 








ord 


vith 
ot 


pro- 
sup- 
, a 
‘ram 
tion 
- the 


fe of 
vier 
* the 


1 the 


for 


mil- 
‘mpt 
s the 
loca- 
that 
that 


f£ the 





Total technical cooperative programs 
Africa, 


1305 


Summary of programs by area and country 
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Mr. Passman. Mr. Grant, do you have a general statement which 
you would like to make to the committee at this time? 
Mr. Grant. Yes, sir. 


Mr. Passman. We would be ples sed to have you proceed, sir. 
GENERAL STATEMENT 


Mr. Grant. Mr. Chairman and members of the committee, the 
authorization and appropriation of $172 million has been requested 
for the fiscal year 1961 bilateral technical cooperation program. This 
compares with an amount of $160 million programed for fiscal year 
1960, consisting of new funds appropriated for technical cooperation 
for fiscal year 1960, the carryover of unobligated fiscal year 1959 
funds, transfers from the contingency fund and reimbursements. 
The fiscal year 1961 request represents an increase of 7.5 percent over 
the bilateral technical cooperation program for fisc al vear 1960, 
compared with increases of 10.5 percent in fiscal year 1960 and io9 
percent in fiscal vear 1959. In addition, $34.5 million has been re- 
quested for the multilateral programs In fisc al vear 1961. That por- 
tion of the technical cooperation request. is the subject of separate 
testimony. Accordingly, I will restrict my comments tothe U.S. tech- 
nical cooperation program undertaken on a bilateral basis. 

My testimony will start with general observations and will conclude 
with a summary of the fiscal year 1961 technical cooperation program 
and the reasons for our conclusion that it can be effectively imple- 
mented on the basis of the limited expansion which is proposed. 


JUSTIFICATIONS 


At the outset I would like to call vour attention to the two volumes 
which set forth for the first time in functional form the presentation 
on the technical cooperation program. The books are unclassified. 
The presentation starts with a comprehensive summary of the pro- 
posed technical cooperation program, which is followed by a descrip- 
tion, by region, of each country program. The country chapters give 
general economic data for each country, the current economic situa- 
tion and problems in the country, assistance from non-ICA sources and 
the 3-vear record of the U.S. economic programs in the country begin- 
ning with fiscal year 1958, the role and objectives of technical co- 
operation in that country, accomplishments to date and the composi- 
tion of the proposed fi fiseal year 1961 program. This is followed by 
tables summarizing the country program by major cost components, 
fields of activity, and project. This comprehensive presentation for 
the first time in functional form should facilitate your review of the 
proposed technical cooperation program. 


HISTORY OF PROGRAM 


3ilateral technical cooperation activities in their present worldwide 
form date back only 10 vears, to the time when the first activities were 
initiated under the label “point 4.” Technical assistance. of course. 
has had a long history in the private field. Medical missionaries and 
Ame rican missionarv school beean TO reach the underdeveloped areas 
in the 19th century, and these initial efforts were greatly supplemented 
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after World War I, when other private groups such as the Rockefeller 
Foundation, actively started providing technical assistance along the 
lines as we now know it. Technical cooperation as an organized gov- 
ernmental activity had its start with the initiation of the programs in 
Latin America during World War ILI. 

The results and experience of the worldwide technical cooperation 
program over the past 10 years indicate clearly that this is, and has 
been. one of the most effective oversea programs ever initiated by 
any country. The accomplishments of this program are extremely 
numerous and a number of examples are set forth in each country 
chapter in the presentation books. 


GENERAL PRINCIPLES OF PROGRAM 


The scope and extent of these accomplishments to date do not mean 
that the program could not have been even more effective than it has 
been. This has been a pioneering program and people have had to be 
trained and policies developed in considerable part from our field ex- 
perience. Thus, many general principles have had to be developed 
or confirmed out of our experience over the past 10 years. It might 
be of interest to the committee if a few of these were briefly summa- 
rized, 

First, it has become clear that a fundamental principle is the need 
to adapt institutions and know-how, which we have developed for our 
own use, when these are transferred for use by other countries rather 
than to blindly adopt, in their entirety, institutions and practices 
which have been successful in the United States and Western Europe. 

One simple illustration in the field of health might suffice to illustrate 
the point. We have developed one of the finest ‘health systems in the 
world in the United States, but the combined costs on a per capita 
basis of our public health and medical care of approximately $125 
for each man, woman, and child exceeds, for example, the total per 
capita income of the average Asian which is less than $100. It would 
be completely unrealistic, therefore, to say that an Asian country 
should adopt exactly the same approach in this field that we have, 
since they probably cannot afford more than 5 percent of their per 
capita income for such purposes, or some $3 or $4 annually. 

A second principle is that successful technical cooperation can take 
lace only if there is rapport and mutual respect on the part of the 
Jnited States and the host country technicians. It is not enough for 

a technician to be topnotch from a professional point of view; that 
is, knowing his technical subject thoroughly. He must be able to deal 
with and recognize the sensitivities of other peoples. A most im- 
per part of this is that the technician should recognize that he 
probably does not bring with him the final answer as to ~ solution 
of a particular problem in a foreign country. What he should bring 
is the extensive experience of other lands and a pragmatic rather than 
a doctrinaire approach to the solution of a problem, and these must 
be combined with a detailed knowledge of the needs and situation 
in the country concerned. This is usually the sound approach not 
only technically but also psychologically. 

A third basic principle is the importance of developing institu- 
tional or related devices for solving problems in these countries. If 
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we are to attempt to send American doctors to cure the peoples of | 


Asia directly, or agricultural extension agents to demonstrate im- 
proved practices to the villagers themselves—this might be worth- 
while in itself, but how infinitely better the prospects of solving the 
problems of the country if our technicians concentrated on making 
possible the est: iblishment of medical schools or agricultural ~~ 
sion systems which in turn are the basis of training thousands ¢ 

local doctors and agricultural technicians to bri ing the new tec “east. 
and knowledge directly to the villagers. This is certainly the only 
way in which it is possible to visualize a particular technical coopera- 
tion program working itself out of a job. I do not mean to de rogate 
in any way from the contributions made by American technicians 
working directly with the public, but in terms of economical use of 
U.S. Government funds to solve development problems abroad, the 
general rule should be to build other institutions and train local na- 
tionals to actually bring the benefits to their public as a whole. 


Another basic principle is that the introduction of new ideas and 


techniques takes time, patience, and quiet persistence. If a reason- 
ably efficient agricultural extension system can be developed from 
scratch in a country in 10 years, this is really significant progress— 
and we are accomplishing it in many countries. Only very rarely 
ean it be done in a shorter period, and usually longer is required. 
Our technicians now generally recognize that it may take more than 
one successful demonstration to prove a point to the stage where it 
has won general rather than only limited acceptance. 

Related to this is the point that the foreign technicians must learn 
to solve the problems themselves if there is to be enduring benefit from 
technical cooperation. Whenever possible, we limit the role of Ameri- 
can technicians to advisory roles. It is far easier, and physical 
progress is far quicker when the American technician actually has 
operational responsibility. But in such cases there is usually far less 
to show several vears after the departure of the American technician 
than where the American has been limited to an advisory role and 
has helped the foreign technician to think through answers for him- 
self. It is the difference bet ween learning by doing and learning by 
passive liste ning. 

Finally, we need to know better the tvpes of activity which give the 
promise of greatest success. On the one hand, we must be ready to 
aecent new ideas and to experiment with new devices if we are to 
achieve maximum results. On the other hand, we need to review and 
study more fully the extent of suecess we have had with different types 
of activities under different sets of conditions, and to more etfectively 
communicate our findings to U.S. and foreign technicians engaged in 
similar efforts elsewhere. For example, we need to know more about 
the potentialities : and value of what is often referred to as “community 
development.” This term means different things to different people. 
In essence, however, in the technical cooperation program it has repre- 
sented one approach to problems of village level development. It isa 
channel for bringing simple. useful elements of modern technology 
such as the use of fertilizers, better seeds and basic health pract ices to 
the village. Possibly more important, it Introduces the eoncept, long 
familiar to Americans but very alien to many other civilizations, that 
rural needs for simple roads, schools. water systems and the like, 
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which cannot be met by the actions of individual villagers, can be 
solved through the self-help efforts of the entire village. 


PHILIPPINE PROGRAM 


In the Philippines it has taken the following form. Twenty-three 
million people live in over 20,000 small, rural communities. The late 
President Magsaysay believed that these communities should be or- 
ganized to obtain greater local participation in community affairs if 
democ racy were to continue to progress and requested U.S. assistance. 

A series of reforms have been initiated in recent years. A new law, 
on which we provided technical assistance, became effective at the 
beginning of this year in which these rural communities were given 
quasi-municipal uuthority, including to levy taxes for locally initiated 
community improvement projects. The right to vote was extended to 
women and single men. These represent changes of great significance 
for the P hilippines, the importance of which may not be recognized by 
many of us in the United States where the concept of local democracy 
and local taxation is taken for granted even though this concept has 
been a major factor in our political and economic progress. The ICA 
has given substantial support to this program for the past several 
years. 

We have been informed that the results of this cooperative effort 
are impressive. Over 1,000 village level workers have been trained, 
Projects are underway in many barrios. More than 8,000 aided self- 
help community projects and 250 miles of barrio self-help roads are 
being initiated each year. From April 1956 to June 30, 1959, some 
21,000 self- help projects were initiated. About 75 percent of them 
have now been completed. “These projects include such things as com- 
munity centers, schools, foot bridges, pure water supply systems, roads 
and health centers. This is a program which touches a large per 
centage of the people of the rural Philippines in a very real and 
personal way. And because a major percentage of the costs are borne 
by the villagers themselves, such programs have the same result as 
introducing, if it were politically feasible, a major new taxation pro- 
gram in the rural areas for development. purposes. 

Without prejudging the appheability of “community development” 
toeach and every bilateral program, we can honestly say that had we 
waited for “community development” to have been fully ac epted, the 
notable success of the Philippine effort might have been appreciably 
delayed. It has means, however, that many of the techniques have 
had to be refined as the program has progressed. 


TECHNICAL ASSISTANCE STUDY GROUP 


While we believe that technical cooperation was one of our best in- 
vestments 10 vears ago and a better investment today, we also believe 
it ean be a substantially better investment in the future. As one 
means of ensuring this, we are initiating a serious study of this pro- 
gram looking toward recommendations as to how it can be made an 
ine reasingly effective instrument in the deeade ahead. As this com 
mittee was informed in earlier testimony, we are establishing a tech- 
hie al ASSIst: iwice study group for this purpose. We are seeking the 
best man we ean find to head this group. We will provide him with 
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such outside consultants and special staff support as are necessary for 
a thorough study. Preliminary staff work has already begun. 


INTERRELATIONSHIP WITH OTHER PROGRAMS 


A further general observation which should be stressed is the close 
inter-relationship between this program and many other activities 
which the United States either helps to finance or in which it has an 
interest in advancing. In the majority of the underdeveloped coun- 
tries development is held back as much, if not more, by lack of ade- 
quate institutions and trained human resources as by lack of capital. 
The technical cooperation program complements special assistance, 
defense support, and loans from such entities as the World Bank and 
the DLF. For example, World Bank and DLF loans have resulted 
from earlier technical cooperation activities such as preliminary sur- 
veys. Similarly, dollar imports under the defense support or special 
assistance programs may be closely associated with a technical co- 
operation program in a particular field, such as the training of per- 
sonnel for the establishment of a modern highway system. And 
technical cooperation projects frequently mi: ake possible increased 
private investment. 


FISCAL YEAR 1961 BILATERAL PROGRAM SUMMARY 


The fiscal 1961 request for $172 million consists of $148.5 million 
programed on a country and regional basis and $23.5 million for inter- 
regional program expenses, which represent increases of $10.4 million 
and $1.6 million, respectively, over the amounts available in fiscal 
year 1960. 

The $148.5 million proposed on a country and regional basis breaks 


down as follows: 


Fiscal year 
1961 
(Millions 
of dollars) 


a se a a aha ahaa eles Satine as pees ecatanme ppeaal 4.0 


Europe (Spain, Yugolavia) 
Africa. 


Mr. Passman. Will you state for the record the amount for Yugo- 
slavia, and the amount for Spain ? 

Mr. Grant. The amount for Yugoslavia is $3 million; and the 
amount for Spain is $1 million. 

No increases are requested for a majority of the country programs 
oH in fact, the programs in a considerable number of countries will 
be decreased. The modest increase requested for fiscal year 1961 is 
primarily designed to permit an increase in funds for essential new 
or relatively new programs, largely in Africa, and to permit necessary 
exnansion in selected established programs. 

Implementation of the fiscal year 1960 program is proceeding satis- 
factorily despite the late start ‘attributable to the delay in final con- 
gressional action until September of 1959 and the programing read- 
justments required by virtue of the significant reductions made in the 
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executive branch request by the Congress. Obligations as of March 
31, 1960, totaled $89.8 million, or 56.2 percent of the programe xd total 
of $160 million. ‘This compares with $85.4 million, or 57.3 percent of 
the programed total, as of the same date the year before. 


EUROPE 


The fiscal year 1961 request provides $4 million for Europe, where 
only two country programs are planned—Spain and Yugoslavia. 
This is an increase of $1.3 million over fiscal year 1960, all of it for 
Yugoslavia, attributable to the increased significance attached to the 
technical ¢ ooperation program in Yugoslavia. 

Obligations as of March 31, 1960, totaled $1.4 million, or 51.9 per- 
cent of the fiscal year 1960 program. 


AFRICA 


The fiscal year 1961 request of $24.3 million for Africa is $3.35 
million above the amount presently progr: amed for the region in fiscal 
year 1960. This increase is primarily for new programs in west 
Africa, or relatively new programs in the nations that are in the proc- 
ess of achieving independence such as Somalia and Nigeria. 

Obligations as of March 31, 1960, totaled $12.5 million, or 59.8 per- 
cent of the fiscal year 1960 program. 

It is already probable that the amount proposed for fiscal year 1961, 
which was programed several months ago, will fall consider ably short 
of our needs for technical cooperation funds in Africa, As recently 
as December 1959 it did not appear that major colonies such as the 
Belgian Congo, which is as large as the United States east of the 
Mississippi; the Mali Federation, which is approximately twice as 
large as Texas; and Madagascar, approximately as large as Texas, 
would become independent in fiscal year 1961. It is now virtually 
certain that they will become independent in late fiscal year 1960 or 
early fiscal year 1961. 

The importance of U.S. assistance to help the new African countries 
move in a democratic and economically rational direction and the need 
to encourage their identification with the free world has been dis- 
cussed many times. Technical cooperation is one of our principal 
tools for this purpose. It is essential that we work with the new and 
prospective leaders in these countries while their attitudes are still 
forming. If we delay we may either greatly increase their economic 
and political costs or lose the opportunity altogether. 


NEAR EAST AND SOUTH ASIA 


The fiscal year 1961 request of $44.7 million for the Near East and 
ie Asia area is $1.8 million above the program for this region in 
seal year 1960, It will permit a modest strengthening of our pro- 
grams in such key countries as India, Afghanistan, Nepal, and the 
United Arab Republic. Decreases are planned for Greece, Israel, 
Pakistan, and Lebanon. 

Obligations as of March 31, 1960 totaled $25.2 million, or 58.9 per- 
cent of the programed total of $49.9 million. 


53909—60—pt. 22 
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FAR EAST 


; 
j 
' 
' 
' 


The fiscal year 1961 request for the Far East region of $36 million 
is $2 million above the program for this region in fiscal year 1960, 
This additional amount is to provide for increases In several coun- 
tries, primarily Korea and Indonesia. A substantial further decrease 
1S propos ed for Japan to provide for the orderly phaseout of the tech- 

eal cooperation program in that country by the end of fiscal year 
1961. 

Obligations as of Mareh 31, 1960 were $15.2 million, 44.7 percent of 

the 834 million program. { 


LATIN AMERICA 


The fiseal year 1961 request for the Latin American region of $39.5 | 
million is 82 million above the comparable program for the region in 
fiscal vear 1960. The additional funding will finance primarily in- 
creases in the newly formed West Indies Federation, Haiti, and | f 
Brazil. Decreases are planned for some programs such as Bolivia, | : 
Chile, Uruguay, and Venezuela. 

Obligations as of March 31, 1060, totaled $21 million, or 56 percent 
of the programed total for thie region of 837.5 million. 


INTERREGIONAL 


The imterreg@ional program for fise: al year 1961 is estimated to re- 
quire $23.5 million, approximately 31.6 ‘nillion more than for fiseal 
year L960, Obligations as of March 31, 1960, totaled $14.5 million, or 
66.2 percent of the $21.9 million programed for this purpose in fiscal 
vear 1960. 

These funds are for supporting eXpenses for the program in all of 
the regions and are of a type which cannot be assigned to any one 
country or region. They are for participant support, technical con- 
sultation and support, training and development of oversea techni 
clans, and program support services by the State Department. 

In large part the funds requested for these expenses are closely re- 
lated to the number of pi urtic ipants, the work of our technicians over- 
seas, and other activities for which technical backstopping must be 
provided as the result of our ICA programs currently operating 
abroad. In a sense we may say that such expenses are the normal 
consequence of projects and programs prepared bilaterally in our field 
missions, and that as these country programs increase there is an in 
crease in this type of service. 

One illustration is the support of the participant program, which 
requires approximately 41 percent of the interregional funds. When 
2 cooperating country requests that their technicians receive training 
in the United States, the ICA mission obligates the funds required to 
cover the cost of travel, per diem, tuition, and books for the training 
program, using funds programed and allotted for that country. ICA, 
Washington must then provide for a variety of additional services to 
support the training program in the United States, including initial 
orientation in Washington, provision of Enolish language training. 
and relmbursement of American land orant colleges and other instl- 
tutions for planning and conducting special programs of study for 
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participants which are not part of the colleges’ regular curriculum. 
In addition, to support the training program ICA has agreements 
with 13 Federal departments and agencies to provide training services 
rather than to attempt to duplicate in ICA the personnel and facili- 
ties of other agencies. 


MAJOR COST COMPONENTS 


The $148.5 million for the country and regional programs is broken 
down by cost factors on page 20 of volume L of the technic ‘al coopera- 
tion presentation. The figure shown on page 20 totals $150 million, 
but this ineludes $1.5 million under “Other costs” to cover the U.S. 
contribution to the Organization of American States which has been 
the subject of a separate presentation this afternoon. 

( Nore.—See p. 1278 of vol. 1.) 

A si _—y, of the proposed ai am by major cost component and 
the record of performance in prior years will demonstrate the basis 
for our belief that the level recommended can be readily and effectively 
mplemented, 

At the outset it should be stressed that the modest increase proposed 
for fiscal year 1961 represents, as has been noted earlier, a smaller 
percentage increase over the prior year program than the expected 
percentage increase in fiscal year 1960 and the actual percentage 
nerease in fiscal vear 1959. 

The proposed U.S.-emplovyed technician component totals $56.8 
million, an increase of 33.5 million over fiscal year 1960. This will 
permit a net increase of 308 U.S.-hire technicians overseas during the 
year, approximately one-third of whom are scheduled for Africa, 
providing a total of 3,311 oversea direct-hire technicians by June 30, 
1961, 

A total of $26.4 million is requested for the categories of “Supplies 
and equipment,” “Contributions to cooperative services,” and “Other 
costs.” This represents an increase of $1.3 million over fiscal year 
L960. 


CONTRACT SERVICES 


The component “Contract services” is programed for $34.4 million, 
an increase of 83.4 million over fiseal vear 1960, This component in- 
eludes the costs of the numerous interuniversity contracts, totaling 
14 contracts with 58 colleges and universities in 30 States and the 
District of Columbia as of March 31, 1960, under which these qualified 
ustitutions perform a major role in the implementation of the Tech- 
ical Cooperation Program. 

In view of the interest evidenced earlier by this committee in con- 
tracts, a few general comments might be of value at this point. 

First. the contract route is followed only where it has been deter- 
Mined that this will provide, after taking Into account the principal 
factors, a more satisfactory end result than through utilizing direct- 
ure techaleiane. Thus, if we wish to establish or strengthen an 
agricultural college abroad, a contract with a U.S, land-grant univer- 
sity offers a number of distinct advant: ies. Such a university has 

had a wealth of experience in the field of agricultural education, its 
deans and other top pe ‘rsonnel can provide a high quality of substan- 
live supervision and it has access to a substantial number of highly 
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trained professional personnel who are willing to serve abroad for 
more than 1 year if their relationship to the academic institution can 
be retained—which normally is not possible if they serve the same 
period of time as a 3 Ss. Gove rhiment employee. It would be almost 
Impossible—if not impossible—to adequately staff and supervise as 
many agricultural education projects abroad without recourse to con- 
tracts with the prine ipal reservoir of this knowledge in the United 
States. 

There are other situations where it would not be economically 
feasible to staff ICA with the range of technical skills required. Tech- 
nical advisory services and economic and technical feasibility surveys 
for an extensive variety of projects such as powerplants and new sys- 
tems for power grid maintenance and railroad signaling require a wide 
range of skills in the field personnel and extensive technical —_ 
stopping from the home office. Sometimes there could be 1 suel 
survey In process in a particular field such as power, and at other tial 
10. If all these services were performed exclusively by ICA direct- 
hire personnel, assuming adequate numbers of qualified personnel could 
be employe od. the staff could be erossly undere mployed for extensive 
periods. 

Then there are still other situations where direct-hire personnel 
could be unacceptable abroad for a political reason to provide the de- 
sired service. Thus,in a country where the United States is vigorously 
pressing for increased taxation or other internal reforms which would 
have the result of lessening the defense support burden or in a 
neutralistic country where the opposition parties could be expected to 
accuse their government of being under the control of the United 
States on sensitive internal measures of a highly controversial nature 
such as taxation, it may be clearly preferable to utilize a contractor 
with a highly reputable and independent standing rather than direct- 
hire personnel. 

On the matter of payments to contractors, a complex of factors are 
taken into account in order to insure the most service for the least 
cost. Thus, with respect to profitmaking firms, we insist that their 
charges not be in excess of those normally charged to other clients and, 
in cost-reimbursable contracts. that salaries take into account prior 
earnings of the individuals and the normal practices of the firm. The 
general practice with nonprofit institutions is to provide for reim- 
bursement only of actual expenditures, with permissible types of ex- 
penditures being similar to those allowed by the U.S. Government 
and private firms for their own direct operations abroad. 


PARTICIPANT TRAINING COMPONENT 


The participant training component is programed at $30.9 million, 
an increase of $1.6 million over fiscal year 1960. The rel: aa number 
of participants is shown to increase modestly to 8,624, as contrasted 
with 8,438 in fiscal year 1960 and 8,562 in fiscal year 1959, with more 
than three-quarters of the increased number of participants being 
attributable to the African programs. 

We constantly look for, and frequently find, savings in costs already 
programed. These savings against programed amounts may arise 
from a number of sources. They may derive from success in getting 
another source of financing. For example, the Japanese Government 
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assumes many training costs within Japan for third-country partici- 
pants. They may result from selection of an alternate and less costly 
method of accomplishing the results desired. For example, changed 
circumstances occ asionally permit substitution of one or two partici- 
pants for a technician. They may result from direct lowering of costs 
below the estimated level wherever possible by competitive procure- 
ment, by use of U.S. excess property or by effective contract 
negotiation. 

Our search for savings in costs, like that of this committee, is a 
public obligation—to request and provide only so much public funds 
as are reasonably estimated to be needed to achieve the agreed public 
purpose. Our search for savings continues after appropriation and 
extends throughout each year. We find opportunities to go below esti- 
mated costs without loss 1n effectiveness but we also find requirements 
for increases—price changes, earlier assignment of technicians, and 
the like. But of more fundamental importance in our search for sav- 
ings is the existence of a reservoir of need, which in the eyes of the 
American public, the Congress, and the executive branch 1s not met 
by any one year’s funds and actions. Our obligation is not solely to 
do the spec ifie activities programed as cheaply as possible. Our obli- 

gation is to make each appropriation go as far in the agreed direction 
as our skill will permit. We therefore constantly search for savings 
and welcome help in the search. Each penny saved is a penny earned 
to devote to a task which will be before us for some years to come. 

In concluding, several points should be highlighted. First, the 
principal area of increase is in Africa, and few will argue against the 
conclusion that technical cooperation is one of the most effective as 
well as least costly instrumentalities for working with the newly 
emerging African nations. Second, our ability to continue qualitative 
improvements in implementing the fiscal year 1961 program is assured. 
Third, the effective use of the technical cooperation dollar probably 
brings more development in the countries of Asia, Africa, and Latin 
America, and also more recognition in those countries of our concern 
for their progress, than a dollar spent in any other way. Technical 
cooperation is an extremely important component of the mutual se- 
curity program—a program which performs a major role in determin- 
ing whether we and our children in future years will continue to live 
in freedom and prosperity. 

Mr. Passman. Thank you very much, Mr. Grant. 

Mr. Narcuer. Mr, Chairman, will you yield to me at this point? 

Mr. Passman. Yes. 


GOVERNMENTAL AFFAIRS INSTITUTE CONTRACT 


Mr. Narcuer. Mr. Grant, you will recall several days ago we dis- 
enssed in detail the Governmental sgrpe Institute contract. This 
contract, as vou know, extends over a 3-vear period and provides for 
129 technicians. 9 of whom were nile Government employees. Can 
you tell me, Mr. Grant, if the money for this particular contract 1s 
under ve program of bilateral tee hnical cooperation ? 

Mr. Grant. Yes, sir. My understanding is that this has been 
funded out of prior vear av: ailabilities and that no additional funds 
are requested in 1961 for this. 
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Mr. Narcner. But it is money that is in the program that is 
obligated as of the present fiscal year? 

Mr. Grant. Yes, sir. 

Mr. Passman. Out of this bilateral program, which we are now 
considering. 

Mr. Narcner. Out of this bilateral program which we are now 
considering ¢ 

Mr. Grant. Yes, sir. 

Mr. Passman. That is where you got the money to pay for it? 

Mr. Grant. Yes. 

Mr. Passman. That is an optimistic statement on page 19: “Our 
search for savings in cost, like that of this committee, is a public 
obligation.” I can assure you you are going to have the committee's 
cooperation, in my opinion, 100 percent this year. We will work very 
closely with you, ‘and see if we cannot save more than pennies, 

Mr. Narcurer. Will the gentleman yield ? 

Mr. x ASSMAN. Yes. 

Mr. Narcuer. Mr. Grant, I would like to know if this statement 
you just read to the committee was prepared before or after we 
discussed the Governmental Affairs Institute contract ? 

Mr. Gran. Sir, it was completed after we discussed the Govern- 
mental Affairs contract. 

Mr, Narcner. A portion of it had been prepared and then approved 
and then you completed the balance of it after our discussion of this 
partic ‘ular contract ? 

Mr. Grant. Sir, parts of the initial draft of this had been prepared 
earlier. 

Frankly, I was not expecting t oO appear even today on this and 
expected to appear next week. I completed the statement the early 
part of this week. 

Mr. Passman. Will the gentleman yield ? 

Mr. Narcuer. Yes. 

Mr, Passman. Mr. Grant, would you like the opportunity of mak- 
ing deletions before putting this into the record, or would you prefer 
to stand on what you put in the record from this statement ? 

Mr. Granr. I will stand on what I read into the record. 

Mr. Narcner. Thank you, Mr. Chairman. That is all I have. 


TRANSFER FROM CONTINGENCY FUND 


Mr. Passman. What amount and when did the transfer from the 
contingency fund oeceur, which you mentioned on page 1 of your open 
ing statement ? 

Mr. Grant. We do not have the dates with us, sir. The table that 
we have shows a total of $1,832,000 is progr: amed for transfer from 
the contingency fund to Technical Cooperation for programs in two 
countries. 

Mr. Passman. What countries? 

Mr. Grant. Egypt and Guinea. 
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out of the contingency account, the reductions made by this com- 
mittee last year in this money request ? 

Mr. Grant. Well, sir, the programs in UAR and in Guinea were 
not presented to this committee last year as a request for funds. 

Mr. Passman. I shall repeat: Is it not true that the funds you trans- 
fer out of the contingent account void in the same amount the reduc- 
tion made by this committee in the appropriation request for the 
bilateral technical aid last year / 

Mr. Grant. Sir, this is not to offset, as I understand it, reductions 
made by this committee last year. The transfer is proposed to meet 
requirements which were not presented to this committee in our pre- 
sentation last year. 

Mr. Passman. If the committee had not made a reduction in your 
money request for this technical aid program, then it would not have 
been necessary for you to have transferred out of the contingency 
fund into this particular appropriation the amount you have men- 
tioned ¢ 

Mr. Grant. It might not have been necessary, sir. 

Mr. Passman. I do not know how you arrive at “might.” 

Mr. Murpny. Maybe I can help you, Mr. Chairman. 

Mr. Passman. Yes. 

Mr. Mureny. When Mr. Grant was before you last year, he had 
aspecific number of programs in specific countries for specific amounts 
of money that added up to, I beheve, $179.5 million. The Congress 
did ent the amount of the appropriation to $150 million. This meant 
that the reduction of $29.5 million had to be taken up in the list of 
programs that he had presented. The two programs that Mr. Grant 
just referred to for which contingency funds were used were not among 
the country programs that he presented last year. The chances are, 
Mr. Chairman, that if the Congress had appropriated the full amount 
of money last year that was requested, the programs would have been 
carried out exactly as they were spelled out in the presentation. 

Mr. Passman. This is something that came up during the year. 

Mr. Murreny. That is right. 

Mr. Passman. Which, in the opinion of the Department, is so very 
important that you could not wait to get the money this year, but 
you had to take it out of some other appropriation / 


Mr. Granv. Yes, sir. There was a need to resume the program in 
Egypt. 


TECHNICAL COOPERATION UNOBLIGATED BALANCE AT DATE OF TRANSFER 


Mr. Passman. How much money was unobligated on technical as- 
sistance when this transfer occurred 2 

Mr. Mureny. Without knowing the dates, Mr. Chairman, when 
he programms were approved, I would be unable to give you that. 
Mr. Passman. Let us say December 31. What did vou have un- 
obligated in the bilateral technical aid program as of December 31? 
Mr. Gran. I will refer this question to Mr. Tennant, our Control- 
er. 


t} 


Mr. Passman. All right. 
Mr. Grant. I ean say, sir, that obviously as of that date the bulk 
of the funds for tiled cooperation still remained unobligated 
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because as of March 31 there still remained a substantial unobligated | 


balance. 


Mr. Passman. How much did you have on hand unobligated as of 


March 31 in the bilateral “Technical aid” appropriation ? 
Mr. Tennant. As of March 31 we had— 


Mr. Grant. Asof March 31, 1960, sir, we had the difference between | 


$89.8 million and $160 million. 
Mr. Passman. Let us find out. 
Mr. Tennant. $70.1 million. 


Mr. Passman. You had $70 million unobligated in the bilateral | 
technical aid fund as of March 31, but prior to that you had to dip | 


into the contingency fund in the amount of $1,832,000 for two projects | 


which you discovered you could spend money on during the fiscal | 


year? 
Gentle men, In too mi: inv instances recomme nd: ations of the commit- 


tee have been completely ignored; and we have had witnesses before | 
the committee, at least 1 day, who stated that they had not even read | 
the House report accompanying the bill making the appropriation | 


for technical aid, and they had not even read the Senate report. 
Mr. Taner. We made a mistake in not reducing the program more. 
Mr. Passman. That is correct. We will help you make a better 
program out of it, because you are going to force us into it, gentlemen. 
We think that every day we see to some extent where you have suc- 
cessfully voided the recommendations of the committee, and offset 
some reductions we have made in the committee and the Congress. 


ESTIMATED UNOBLIGATED BALANCE AS OF JUNE 30, 1960 


Mr. Grant. Mr. Passman, may I comment briefly on this? There 
is a possibility it might clarify the picture somewhat: That even 
though we had an unobligated balance as of March 31, we do have 
programs drawn up for these countries against which allotments have 
been made to the field and against which negotiations are in Aig te 
We normally, rather early in the fiscal year and shortly after the funds 
have been made available, have completed our plans for programs by 
country. When requirements come in after these have been prepared, 
they represent additional requirements. Obviously a considerable 
amount of these funds will not be finally obligated until the end of 
the fiscal vear. 

Mr. Passman. What is it estimated that you will have unobligated 
in this fund as of June 30, this year ? 

Mr. Grant. Our estimate, sir, is that virtually all of the funds will 
be obligated. 

Mr. Passman. What is the amount? 

Mr. Grant. Our estimate, sir, is that approximately $160 million 
will be obligated. There will be some minor unobligated amounts that 
arise by necessity from having programs in nearly 60 countries, and 
you have minor balances left in different accounts at the end of 
the vear. 

Mr. Passmay. Is it not true last vear you estimated you would have 
$3 million unobligated at the end of the fiscal vear and you wound up 
with $8 million ? 

Mr. Granr. T believe, sir, the figure in vour report. was $3.912 mil- 
lion and if my recollection is correct, this was essentially what was 
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available from the fiscal year 1959 appropriation that was 
unobligated. 

In addition, there were some amounts of prior year funds, prior, 
that is, to fiscal year 1959, that were unobligated as of the end of 
the year. 

In addition, there were some minor reimbursements. 


PROGRAM IN EGYPT 


Mr. Passman. Mr. Grant, there is nothing personal about this, but 
I think that I am bound to say again that you people down there 
handle these funds rather carelessly—not only this, but every one of 
the other appropriations under the Mutual Security Act. You obli- 
gate and spend it just about as you see fit. We had a program in 
Egypt. We suspended the program, but we have carried substantial 
funds over a period of years obligated for the use in Egypt at a sub- 
sequent date, if and when relations became such that we would want to 
spend it. 

Is that correct, Mr. Murphy ? 

Mr. Mourpny. That is right, Mr. Chairman. 

Mr. Passman. That being true, and the record clear that you had 
funds in this program for Egypt which had been suspended, and the 
committee respected your suggestion that it was an obligation, so it 
was carried over year in and year out, pending the time that the De- 
partment felt we should resume this particular operation in Egypt, 
yet now you come along with a new program, a new appropriation 
for Egypt out of the contingency fund. You could not wait until you 
could come before the committee and justify the fund: but without 
the committee knowing anything about it, without the committee hav- 
ing an opportunity to express its position on it, you take it out of 
the contingency fund and enter into a new program. 

Again, this, among many other things. is going to necessitate this 
committee going as far as it can with language to help you people 
who are administering this program to have a little bit more regard 
for the Congress and the country. 


TECHNICAL AID FOR NEWLY FORMED AFRICAN STATES 


Are we planning to inaugurate technical aid cooperation programs 
in fiseal year 1961 in these newly forming African st: ites ? 

Mr. Grant. I would say, sir, that in the three countries that I specif- 
ically mentioned, the answer is “Yes.” 

Mr. Passman. If so, how will these—— 

Mr. Grant. Probably yes. 

Mr. Passm. \N. a will these programs be financed ? 

Mr. Grant. Sir, these may be financed out of the contingency fund 
or out of Sidiiea ies within the technical cooperation program, if 
there were to be some savings. 

Mr. Passman. Out of deobligated funds? Is that what you mean, 
adinstments and readjustments ? 

Mr. Grant. Some readjustments or out of some savings which ecan- 
not he anticipated at the present time. 
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REASON PROGRAM IN EGYPT NOT FINANCED FROM TECHNICAI 
COOPERATION 


Mr. Passman. Why did you not do that on the Egypt program, 
since it was a small one ? 

Mr. Grant. Well, sir, as you know, the technical cooperation pro- 
gram for the countries specifically enumerated last year was reduced 
very significantly and therefore funds were extremely tight. The 
pe ior obligated balances that you referred to were inadequate to take 

‘are of not only the technical cooperation requirements for Egypt, 
but also, I believe, the special assistance amounts required for Egypt 
in the current year. 

Mr. Passman. If some of these contracts and some of these expen- 
ditures, and in all probability there will be many, are similar to what 
we ran into with this Governmental Affairs Institute, then you would 
have had a lot more money available than you realized, had it been 
handled on the basis that some of us would have handled it. 

It looks as if we are again trying to plan programs for countries 
that are yet to be brought into being. 


LIMITATION ON USE OF FUNDS 

Section 305: 

Limitation on use of funds. Funds made available under section 304 may be 
expended to furnish assistance in form of equipment or commodities only where 
necessary for instruction or demonstration purposes. 

Did you fix the percentage of this eee ition that could be used 
for commodities and equipment by directive, or is it specifically spelled 
out by law / 

Mr. Grant. Sir, we have part of our restrictions on equipment and 
supplies spelled out by law. 

Mr. Passman. What section? We want to find that now. 

Mr. Grant. It is section 305, 

Mr. Passman. I just read 305, Limitation on Use of Funds: 

Funds made available under section 304 may be expended to furnish assistance 
in the form of equipment and commodities only where necessary for instruction 
or demonstration purposes. 

We have been told before that you endeavored to limit it to 10 per- 
‘ent. Do you limit it to 10 pereent by directive or do you have an 
amendment to this law that would fix it at 10 percent ¢ 

Mr. Grant. Sir, there = a general rule under which we advise oul 


missions that we attempt to follow a practice of not in excess of 2 
percent of any country P rogram for commodities and equipment. This 
rule would apply generally if they desired equipment for traiming 


and demonstration on that would be sua within the legal 
seope ot the definition, In 1 part this re striction has arisen out of the 
tenor, I think, of many congressional hearings in the past. 

Mr. Passaran. Is there any law specific ally forbidding you from 
using more than 20 percent for commodities ? 

Mr. Me rpiry. No. There is no law that specifies a percentage, Mr. 


(Chairman. 
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TYPE OF AID PROGRAMED FOR AFRICA 


Mr. Passman. All right, now, Africa 
It is already probable that the amount proposed in fiscal year 1961 which was 
programed several years will fall considerably short of our needs for technical 
cooperation funds in Africa. 

Now, on this 820 million item being programed for Africa out of the 
special assistance program, is that an economic aid item or is it for 
technical aid and commodities 

Mr. Gran. Sir, this is primarily for the capital costs. 

Mr. Passman. What do you mean by capital costs / 

Mr. Granr. In association with training. Sir, if I may draw a dis- 
tinction, taking a concrete example, if one has an engineering college, 
which we are desirous of seeing established with the other country, 
the costs for this project could be hypothetically 35 million for con- 
struction and comple te equipping of the school; a quarter of a million 
dollars for some technical assistance from outside in the form of 
American advisers; a quarter of a million for participant training of 
their staff so that they can eventually replace our advisers; and, 
let's say. very modest amounts of demonstration equipment to go 
with the teaching staff. 

We have attempted, as a general practice, to limit our programs to 
the technicians required, the partic Ipants and those equipment and 
supp lies that have a demonstration character and related cost. 

We have not used our funds to pay for the $5 million stated in my 
hypothetical example for the physical construction and complete 
equipping of an engineering college. It is more toward that type 
of capital cost that the special program for tropical Africa is «i- 
rected. I think that if we were to broaden, both legally and our 
usage on technical cooperation, this might be included as a component 
in technical coope ‘ration but it would have to be redefined. 

Mr. Passman. Are you not going to do identically the same work 
that is now being done under the bilateral technical aid program ? 

Mr. Granv. Well, sir, we do not engage in our technical coopera- 
tion program in extensive financing of this kind of capital cost, of 
contributing in a major way to the costs of physical construction and 
complete equipping of an education institution. 


PROPOSED PROGRAMING FOR SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr, Passman. Can you specifically pin down for the committee the 
breakdown on how you propose to spend this $20 million / 

Mr. Grant. This can be testified to by Mr. Saccio, when he appears 
on the special assistance presentation, There is a general deserip- 
tion of how we propose to use it in your spec iF al assistance fune tional 
presentation books. 

Mr. Passman. I wish you would get Mr. Dillon straightened out, 
because his testimony is just as directly opposite to yours as north 
isto south on this very program. I quote: 


Mr. PassMAN. Mr. Secretary, I am glad you said “they” because I like you 
better the longer I am with you. But it appears to me this is another technical 
aid program, and you already have so many of them now I cannot keep up with 
them. The statement reads: “Accordingly, the $20 million proposed programm 
is to be concentrated on education and training, including both formal education 
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in academic, technical, and professional fields, and the upgrading of skills and 
competence through other forms of training such as agricultural extension, 
public health, public administration, and industrial management. Vocational 
education and training of teachers will be emphasized.” If that is not technical 
aid 

Mr. Dion. The objectives are identical. 





I will assure you you are not going to be spending that much money 
with you explaining it one way and Mr. Dillon understanding it 
another w ay. 

We want you gentlemen to be prepared to go into this new schemer’s 
dream program that you have in Africa. With all the other tech- 
nical aid programs, you are completely voiding the reductions that this 
committee recommended last year for this bilateral technical aid pro- 
gram, and Mr. Dillon himself will testify that this is identical. He 
has so testified. We are going to be able to tear it apart - fore we get 
through the hearings: we are going to pin it down, Mr. Grant. 

Mr. Grant. Sir, the objectives, I think, can be said to be—— 

Mr. Passman. Secretary Dillon said “identical.” 

Mr. Granv. Identical, and I would agree. The end result desired 
is more trained people in tropical Africa, but the way we utilize our 
technical cooperation funds, both by way of our general legal re- 
striction and our procedures, limits the extent to which we will go in 
funding certain types of costs. For this reason, we have requested 
the special program for tropical Africa to permit a more broad and 
more effective program in this and we have frankly stated to Con- 
gress that this is the purpose. If you look at the presentation books, 
vou will see that it is stated that the purpose here is to accelerate in 
large part the training of Africans. 

Mr. Passman. It is another super duper technical aid program. It 
is a case of ignoring the committee and the Congress in making these 
appropriations, and in making reductions in this technical aid 
program. 

We see that some of these people under contract have been accus- 
tomed to $5.000 a year and you Jump them un to $16,000 and $17,000 
a year, with all these other fringe benefits. It causes this committee 
alot of concern. 

We shall now recess until tomorrow morning at 10 o’clock. 

Mr. Grant. We will be pleased to rejoin vou tomorrow. 


Wepnespay, Aprir 27, 1960. 


Scueputr or Lectures ann Tortcs Unper Jouns Hopkins 
UNiversiry ContTracr 


Mr. Passman The committee will come to orde 

IT wonder if we have among the witnesses present someone who 
could = tify this list as being a list published by ICA ? 

Mr. Grant. Sir, this is a list published, as T understand it, by 
the. anstatute on IC A Development Programing at. Johns Hopkins 
University by the contractor. 

Mr. Passwan. May T ask, Mr. Murphy, the Comptroller-Inspector 
General, whether it is his understanding that the committee received 
this list from the ICA witnesses appearing before the committee ? 
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Mr. Murreuy. I believe so, Mr. Chairman. 

Mr. Passman. Could you make it definite / 

Mr. Murpny. The trouble I have is the one I remember Mr. Hin- 
derer taking out of a binder and handling over had three holes 
punched in the side. I don’t see any holes punched in thisone. ‘There 
were additional copies sent up. I imagine this was one of them. 

Mr. Passman. We gave back to you the one with the holes punched 
init. Will you look th: at over? We are either going to identify that 
list as one coming from ICA or we shall take it out of the record. 

Mr. Murptry. T believe it did come from ICA. I don’t know where 
else it could have come from, Mr. Chairman. 

As Mr. Grant has said, it was prepared—— 

Mr. Passman. Take your time, and look the list over, and let’s see 
if we can identify that list as being from ICA. 

Mr. Murpny. I recognize it, Mr. Chairman, as being similar to a 
whole group like this. 

Mr. PassMAn. I do not want to accept “being similar.” 

Mr. Murruy. The same as the day we had these discussions. 

Mr. Passman. If it is “the same as,” that is what I want. 

Mr. Grant. This is, sir, the tentative schedule. 

Mr. Passman. Worked out by ICA and the Institute of ICA De- 
velopment Programing? It was worked out jointly between ICA and 
the Johns Hopkins Institution 4 

Mr. Grant. Yes, sir. 

Mr, Passman. Gentlemen, we must either tighten up on this very 
loose ly run worldwide spending organization or we are going to bring 
disgrace to ourselves and to many of our countrymen. 


LETTER FROM CHIEF OF STAFF OF SENATE FOREIGN RELATIONS COMMITTEE 


The list just identified as coming from the ICA, having been made 
up jointly by ICA and Johns Hopkins University, has begun to cause 
me some embarrassment. Telephone calls are coming through. Tere 
is one letter which I received. I shall identify the individual and read 
the letter into the record. On page 4 of the list of instructors, the 
tentative schedule of lecturers, fourth session—that is a class now be- 
ing instrueted—you inelude: March, 9 p.m., subject: “Congress and 
Foreign Aid,” the lecturer, Mr. Carl Marcy , chief of statf, Senate 
Foreign Relations Committee. I read to you now the letter, addressed 
to me, dated April 25, 1960, which I received this morning: 


DEAR Mr. PASSMAN: Last week I received several telephone calls asking for 
a copy of a lecture which I allegedly delivered in March 1960 to a class or some 
other group at the School of Advanced International Studies of Johns Hopkins 
University. These phone inquiries apparently arose as a consequence of ques- 
tions raised with ICA witnesses at a meeting of your subcommittee considering 
the mutual security appropriation of 1961. 

For your information, I have never been invited to speak, nor have I ever 
lectured or met with any class or similar group, at the School of Advanced 
International Studies of Johns Hopkins University or any affiliate thereof. 

Members of the staff of the Senate Foreign Relations Committee are subject 
to staff regulations, a copy of which is attached. Had I been invited to speak 
or lecture to any group in the School for Advanced International Studies, I — 
have done so only in accordance with the staff regulation which in my case 
prov ides : 

“Members of the staff must not accept public speaking engagements or write 
for publication in the field of foreign relations without specific advance permis- 
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sion from the chief of staff, or, in his case from the chairman. In any event, 
such public statements should avoid the expression of personal views and should 


not contain predictions of future, or interpretations of past, committee action.” | 


If the hearings during which the subject of my alleged lecture was discussed 
are to be published, I should appreciate it if this letter with its enclosure could 
appear beside such discussion. 

Sincerely yours, 
CARL MARCY. 


INCLUSION OF NAMES OF INDIVIDUALS WITHOUT PRIOR DISCUSSION OR 
INVITATION 


Now, gentlemen, how could ICA be a party to publishing a list of 
lecturers and including names of individuals who had not been in- 
vited, and neither had they discussed the subject matter? We think 
we are entitled to some expl: ination, because this is rather farfetched. 
May 7 have an explanation of this one at this time? 

Mr. Grant. Sir, we can provide a statement for the record that 
would provide for all the facts in response to your question. If you 
would be interested in my opinion, I would say that this is listed asa 
tentative schedule and this was drawn up as an indication of the 
people that they planned to invite to speak before the group and for 
this reason it was labeled “tentative” and as you know, sir 

Mr. Taner. Was there a mark on that list that was handed in to us 
that indicated these engagements were tentative ? 

Mr. Passman. Yes, it was so indicated. My point is that it is caus- 
ing a lot of embarrassment. When you start listing people on a list of 
people proposed to lecture this class without even discussing it with 
them or inviting them, it is causing a lot of embarrassment, and 1] 
think it is about the most farfetched thing of which I have heard. 
Here is a list of a lot of people with a lot of impressive names. 


ACCURACY OF LIST 


Mr. Taner. Does that mean that a half or two-thirds of these names 
that appear on that list are phony? 

Mr. Passman. It is being established that many of these people 
listed——— 

Mr. Taner. A lot of them never knew anything about it? 

Mr. Passman. I can only vouch for this one particular person, who 
said he had not been invited and neither had he discussed it with 
them. Yet he is listed on the tentative list as one of the lecturers. 


PUBLICATION AND RELEASE OF LIST 


Mr. Taner. We did not publish it, did we? 
Mr. Passman. No. 
Mr. Taper. They did? 
Mr. Passman. This came from ICA. 
Mr. Taser. You mean they published the statement that they had 
made before this committee? 
Mr. PassmMan. That is the list that they published and have given 
to us. 


Mr. Grant. Sir, what you have is the internal working document 


of proposed speakers to be invited. 
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Mr. Taser. How did this fellow find out he was mixed up in it if 
it was not published ¢ 

Mr. Murrnuy. Mr. Taber, I can answer that. In the course of the 
hearings when this was discussed previously, a specific request was 
made for a copy of the lecture that he gave. In the anxiety to get 
the information so it would be available the next morning, somebody 
called him, 1 believe, to ask him for a copy and then the fact was 
developed that he had not been invited, nor had he appeared, 
there was, of course, no copy of a lecture. 

Mr. Taper. This thing was not published ? 

Mr. Murrnuy. No, sir. It was not released outside of ICA and 
Johns Hopkins. 

Mr. Taser. He got that because he was called up and asked for 
acopy of his lecture / 

Mr. Mureny. That is right. 


REQUEST FOR COPY OF CURRICULUM 


Mr. Ruopes. Mr. Chairman, if I may, this was submitted in response 
toa request I made for a copy of the curriculum and later on, the next 
day, I asked specifically about this one lecture, “Congress and Foreign 
Aid.” and at that time somebody said that that was not given. My 
objection to the whole thing is that I asked for the curriculum. 1 
ee did not get the curriculum. It has now been said I got 

internal working paper. 

C an’t we get the curriculum ? 

Mr. Passman. I hope the gentleman from Arizona will again re- 
quest it. [am beginning to rece ive telephone calls about this thing, 
asking for a copy of the man’s lecture. It is rather far fetched, when 
you work up a schedule like that, where it is costing the taxpayer 
$80,000 for a training course, and you start listing a lot of people 


RELEASE OF LIST 


Mr. Taner. How could anything like that get out without some- 
body on the other side of our table here giving it out 4 

Mr. Passman. It did not come from the chairman, I can assure 
you of that. 

Mr. Taner. It did not come from any of the members / 

Mr. Passman. Iam certain it did not. 

Mr. Taner. I will poll them. 

George / 

Mr. Anprews. No. 

Mr. Taper. Bill? 

Mr. Narcuer. No. 

Mr. Taner. Otto / 

Mr. PAssMAN. No. 

Mr. Forp. What is the question ? 

Mr. Taner. Did you publish or give out to anybody the fact that 
this fellow’s name was on the list of folks that were up before us or 
were up before it was used in this business ? 

Mr. Forp. I know nothing about it. 

Mr. Taner. Mr. Rhodes / 
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Mr. Ruoprs. No, sir. All I know about this particular lecture 
is what I have said already. 

Mr. Taper. It must have gotten out through some of them. 

Mr. Passman. I think that is obvious. 

Mr. Murpuy. I explained, Mr. Chairman. 

Mr. Passman. How would he know anything about the discussion 
if he had not been told from your side of the table ? 

Mr. Murrry. He was told, Mr. Chairman. I did not deny that. 
Somebody called him to ask him to get a copy of the lecture to accom- 
modate the committee’s request. 

Mr. Anprews. Recently ? 

Mr. Mureny. After it was asked for. 

Mr. Passman. You assumed this man intended to appear as a 
lecturer ? 

Mr. Morrny. I did not say that. I said there was a request because 


his name appeared on the curriculum, a request for a copy of his 
lecture. 


Mr. Passman. Who requested it? 

Mr. Morpny. I believe it was requested after we broke up in the 
afternoon. 

Mr. Passman. Someone from your side of the table called for it? 

Mr. Morpuy. That is my understanding. 

Mr. Passman. Someone on your side must have assumed he would 
lecture. 



















KNOWLEDGE OF LECTURES GIVEN 

















Mr. Ruopres. We did ask for a copy of all the lectures which had 
been given for a staff study and I presume that is the reason this man 
was asked but it is a little amazing that somebody, I think it was 
you (the member addressed Mr. Tennant of ICA) was it not, sir, 
told me that this particular lecture on Congress and foreign aid was 
not given. Somebody else called this fe llow who was to give the lee- 
ture and asked him for a copy of the lecture. It is obvious to me 
ICA does not know what this curriculum is or who is giving what 
lecture. 

Mr. Passman. This is rather far fetched, that the managers down at 
ICA would list a man as one of the instructors, when the man had 
not been invited, when he had not discussed it with them. He had 
not. discussed it with Johns Hopkins. 

Mr. Ruopes. Of course, my point is that one of the ICA witnesses 
knew that the lecture was not given. Yet somebody else called him 
and said, “What was the lecture you gave?” 

Mr. Mureny. When the first tentative schedule was handed to the 
committee by Mr. Hinderer on the afternoon of April 20, 1960—in 
fact. I recall him taking it out of his binder and that is the reason I 
remember the holes being on the side—the group that was here for 
that afternoon session did not know that this tentative schedule had 
not been carried out. When the afternoon session broke up there was 
a discussion about the fact that Mr. Marey was on the list. I ree: all 
the chairman asking if the chief clerk of this committee had been in- 
vited to lecture. 
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| do not think this was on the record, Mr. Rhodes, but I clearly 
emember that on that afternoon as I was leaving the committee 
oom, the chairman requested a copy of Mr. Marey’s lecture. Over- 
iwht we discovered that this was a tentative schedule, that Mr. Marcy 
ad not. been invited, nor had he lectured. This information was re- 

sion orted to this committee the following morning. 
~ Mr. Passman. Will the gentleman yield / 

that. | Mr. Ruoprs. Yes. 

com- | Mr. Passman. Do you mean that you are operating an expensive 
ourse right here in Washington, a few blocks from the headquarters 

f ICA, and it is now a month and half old and you do not know 

in these lecturers appeared to fulfill their appointment? Is it 
erated that care lessly ¢ 

“Mr. Murpny. I think, Mr. Chairman, the fact is that the latest 
opy of the curriculum that was available in the committee room that 
fternoon was the tentative one and not the one that was finally 
wried out, so nobody in the room that afternoon knew it. 

Mr. Gran. Sir, I might say it seems to me that in our eagerness 
iorespond promptly to the committee that instead of going back to 
the appropriate man in the ICA stat! who works with Johns Hop- 

t? ns on this, confirming that Mr. Marey actually appeared and then 
wing to Mr. Marey, presumably there was a direct contact from one 
ould | of the members of the executive branch of ICA. 

Mr. Riopes. I think what you said 1s absolutely true, but the thing 
that appalls me is that one member of the staff on that side of the 
had table told me that this particular lecture was not given. He knew it 

; as not given. The point is we do not have a curriculum yet. We 
man ew : : 

ave asked fora curriculum. We don’t have one. 


was , ' 
ae Mr. Murriry. Did he tell you that before we broke up that after- 
bee: oon ¢ 


was Mr 
lec- Fda 


Riuopes. I think it is on the record. It might have been an 
I asked about this particular lecture, “Congress and Foreign 


vhs . 
at Mr. Murpnry. T remember you doing that. 
Mr. Riropes. I believe it was on the record at that time that this 


n at . 
ture Was not given. 


had my: 

had Mr. Murpiry. This is news to me. 

P Mr. Taner. I knew it had not been given when I came in this 
f jorning. 

rSSes oars ° . ° ° 

him Mr. Murrny. The next morning the first thing we did was to 

eport that that man had not appeared and there was no lecture, et 

the etera, but I was not aware that anybody knew it the previous after- 
oon, 

—in 

_' Mr. Riropes. Absolutely. 

\ rie . ” 

i Mr. Murrrry. That is news to me. 

had nee ea +9 

a ADVISABILITY OF DISTRIBUTING “TENTATIVE” SCHEDULI 

call Mr. Passman. Is it not rather unusual to prepare a document of this 


| pe. of which you have made many mimeographed copies—and they 
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are bound to get out—to list individuals as lecturers, and they could 
lose for the man his job? 

Mr. Taser. How many more of these things do you have? 

Mr. Passman. Isn’t it unusual to list people as lecturers without 
even consulting them ? 

Mr. Murpny. It depends on what you plan to do with the docu- 
ment. If ICA and Johns Hopkins sit down and map out a course of 
subjects: agree on possible desirable lecturers: make up the list; and 
the list is not published nor released outside the agency, I do not see 
how in the world anybody could lose his job because his name ap- 
peared on the list. 

Mr. Passman. We have polled this committee and no information 
has leaked out from this side of the table, yet many on Capitol Hill 
know that this man has been listed as one of the proposed lecturers 
It has been brought to the attention of the chairman of the Foreign 
Relations Committee. Therefore, he gets a copy of the letter to me. 
I am not foing to pursue it. but I think it is a deplorable way to run 
a show. It looks to me as if this is just a hit-and-miss proposition. 
You list a lot of names here. Your office is just a few blocks from 
where this institution is located. You did not even know but what the 
lecture was given. 


Mr. Murpny. That is right. 
KNOWLEDGE OF LECTURES ACTUALLY GIVEN 


Mr. Passman. You are the Comptroller. Does anyone here know 
whether or not any of these lectures have been given ? 

Mr. Murpny. I disclaim any knowledge about it, Mr. Chairman. 

Mr. Passman. Does anyone here know whether this expensive 
course is being pursued according to this list? 

Mr. Taser. In any way except spending money. 

Mr. Passman. Any way except mailing out the checks for the cost 
each month. You heard the testimony of our staff the other day. 
Can anyone vouch for the fact that these lectures are being given in 
accordance with the plan ? 

Mr. Grant. Sir, we can provide you with an insert for the record, 
if vou would wish, hls h would give the es actually given to 
date under the present course. 

Mr. Passman. Don’t you have, with all of your many witnesses, top- 
flight personnel of IC A present this morning, anyone who could give 
any indication as to whether or not—as you are located just a few 

blocks from where this institution is holding forth—the lectures are 
being given, other than just a guess ? 

Mr. Murrny. We know a course is being conducted, Mr. Chairman. 
Of that. there is no doubt: but whether specific lectures listed on that 
tentative schedule in fact were given as indicated, I certainly do not 
know. 

Mr. Passman. Have you been down to the place ? 

Mr. Murrny. J have been to the place. 

Mr. Passman. While the lectures were being given ? 

Mr. Anprews. He gave one, Mr. Chairman. 

Mr. Passman. That isright. You were one of the lecturers. 
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Mr. Murpiry. I did not give a lecture. I went down and talked 
with a group % about the budget: ry ¢ y° ‘le. 
Mr. Riopes. Would you yielk I, Mr. Chairman ? 


Mr. Passman. Yes. 
COURSES COMPLETED 


Mi. Ruopes. There has been a course completed 4 

Mr. Granr. Yes, sir. 

Mr. Ruopes. A group has gone through and graduated ¢ 

Mr. Gran. Several groups. 

Mr. Murreuy. The fourth group is now underway, Three must have 
been completed. 


REQUEST FOR COPIES OF CURRICULUM, LECTURES, AND PERSONNEL 


Mr. Ruopes. Could we get a copy of the curriculum furnished on the 
third group, a copy of the lectures, aid hnaumes of the people who 
gave the lectures and the lectures, either in full or by precis, for staff 
study. I would like to have it under the signature of the Director of 
ICA. since there seems so much doubt as to what the authentic cur- 
riculum se 

SUBMISSION OF INFORMATION FOR RECORD 


Mr. Passaan. Would it be fair for us to request that the informa- 
{10} pe raining to these contracts be submitted to the committee before 
It woes ito the record, so we could discuss it across the table? We 
do not aa for the record to be tilled up W ith this material, 

Mr. ‘Taser. We should have those by now. You asked for it last 
week, 

Mr, PassmMan. Would you let us go over these things with you be- 
fore you load the record with a lot of material to offset the condi- 
tions we are establishing here ? 

Mr. Mureny. We would not at tempt to load the record. It is my 
understanding everything we submit is reviewed by your staff be- 
fore it coes to the Government Printing Office. 

Mr. Passman. There have been many instances where they say, 
“We cannot answer the question ; we don’t have the information. We 
will provide it for the record.” As we are having to operate on such 
a basis as that, it means there might be a second set of hear ings con- 
ducted by the committee, because there are so many questions you 
are hot answering now. 

Mr. Mcureuy. Mr. Chairman, I know that the information that 
Mr. Rhodes just asked for was asked for one afternoon of last week 
Teannot remember precisely when it was. 

T also know that ICA was busily engaged in collecting the data be- 
cause I had a phone call from one ‘of the ICA officials, I believe it was 
on Monday, indicating how they were coming along with the col- 
lection of the material requested, So I know it is being prepared for 
the committee and I hope you will find that it is fully responsive to 
the request. 

It probably will be here very shortly. 


















































ALLOCATION From Derense Support. SprecrAL ASSISTANCE, AND Con. 
TINGENCY FUNDS 


Mr. Passman. We asked several days ago for a list of the alloca- 
tions from the contingency fund and the special assistance fund, 
Have vou had an opportunity to prepare that list for the committee? 

Mr. Murpeiy. At the moment, Mr. Chairman, it does not strike a 
note with me. Ido not recall it. 

Mr. Passman. J personally made the request, and T now renew the 
request. In the not too distant future we shall be considering the re- 
quest for the contingency fund, as well as the special assistance, B 
Will you provide us a list showing how you alloc ated the contingent 
appropriation and the special assistance appropriation for fiscal | 
1960? 

Mr. Murpeny. I certainly will, Mr. Chairman, but let me be sure 
that IT give you exactly what it is you want: You want the purpose, | 
the amount of money. and do vou also want the date? 

Mr. Passman. We would like to have it that complete. if it is | 
available. 

Mr. Murpny. It is available. 

Mr. Passman. Would you give it to us by allocations from special 
assistance, date, purpose, and the amount, and the same thing for the 
contingent fund ? 

Mr. Mourpny. Yes, sir. 

Mr. Passman. And also for the defense support fund. 

Mr. Mvurrny. We can do it for all three. Mr. Chairman. 

(Allocations for fiscal year 1959 may be found beginning on p. 3062. 
Allocations for fiseal year 1960 follow :) 


Allocations* from defense support funds, fiscal year 1960 


{In thousands of dollars] 
Through 
November 1959 
and congressional 
presentation 
BA [Amoroormntion, neck! went 3900... ee. BOS 
UWnobligated balance continued available_______.-_____-_______ 2, 702 
EO aN acu allenic eins din aba eas 


I ea ai 698, 202 





B. Allocations: 


NaN oe a ee 45, 000 

Near East: 
eens Nh ta eB 20, 000 
Tran se ; Beetle se ae 18, 000 
Turkey ‘ eee, ma a __ &0, 000 

South Asia—Pakistan Bae ee en ee, 

Far Fast: 
RRR hs ae a as es Sta oui alain aaa 20, 000 
China (Taiwan) : SA pate ian ae 
Korea a : : " ae SET AE a ae ___ 176, 3% 
Taos 18, 000 
Philippines See i cep aie dale ectneachenbas seinen: Sn 
Thailand__ ees aan as ae 
Vietnam_. eee ie oe eee Lee ao . 182, 000 

T/IGC expenses = paisa sa apie aaa i 


. oO ON 
ra ea JMNM SENNA OTIIN foo ae et oi eee ees oe 698, 202 

Allocations” represent the appre ed p ! jnirements as reported it the reports 
submitted pursuant te sees, 111(a) and 111(b) ae the Mutual Security Appropriation Act. 
1960. andl as shown in the fiseal year 1960 column of the fiscal year 1961 congression# 


resentation > . ~< : > , HRne 
? NOTE Allocations for defense support for fiscal vear 1959 may be found « D OOo 
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] 


{/locations 


of doll irs] 


In thousand 


1 from special assistance funds, fiscal year 1960 





Through 





Changes in 








November January 
1959 1960 | 
A. Appro} on, fis¢ ve 1960 : 245, 000 
Pr balance continued available__- i 1 373 —110 
Es ted re jursements srercnetista 100 —50 
Pr | J 246, 272 - 160 
B Allocat 
Ei ‘ 
Berlin Z 6, 742 
B ( exchange s 
Mul t | ram (OQEEC 2 000 
ATO ce program " 1, 200 
tery | support costs ; 100 
2 300 3, OOU 
( if | prograt 15, 000 
Et I 300 
L 1 S00 
M occo 5O. OOO 
SOI 1, 500 200 
Sud 10, OOO 
uni 20), OOO 
I 
( ¢ I 513 13 
; 7 0K os ) 
j 17, 000 
CENTO O7( 
UNE] 3, SOY) 
| A} 5 
\ 
A $+ HO) 
\ 1, 200 
| 
RB 500 
Indone 1, 350 
AY 
; 13, 00 
I +, 500 2 
e ( nd ECI 1, S00 
\\ Indie 7 my) 2 OOO 
a 9 AK 
32, 000 
01 broad 4, 000 
180 1SO 
1. 000 
500 
242, SSS 3, 224 
B ice av il : 3, 384 3, 384 
“Allo ns’ represent the approved program requirements as reported in tl 
Suant to see. 111(a) and (b) of the Mutual Security Appropriation Act, 1960, an 


year 1960 column of the fiscal year 1961 congressional presentation. 
Novi 


e repo 


d 


b 


15, 000 


es- Changes 
through 
May 5, 1960 


$5. 000 


1, O62 


2 (MM) 
1, 200 —& 
100 14 


300 


rts submitted pur- 


hown in the fis 


Allocations for special assistance for fiscal year 1959 may be found on p. 3064 















( 
{ 
eT 9) D Fe i en Maret hroug 
" tion G0 May 5 
1960 
4 fisc ear 196K 155. OO : 155.000 
t ( nt ed 
ex 
Va Hie e a 2 —_ 
3 for military a ‘ 


Classified progran 
audi Arabia 
Laos 
Ecuador. 





3. Technical cooperation 
UAR 1, 382 100 | 1,482 1.482 
Guinea s - 350) 








9. O60 


9, O60 








‘Allocations’ represent the approved program requirements as reported in the reports submitted 
pursuant to sec. 111 (a) and (b) of the Mutual Security Appropriation Act, 1960, and as shown in the 
year 1960 column of the fiscal year 1961 congressional presentation 
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ICA Trecunicau Service ContTrRACcTSs 


Mr. Passman. We have discussed in recent days two of the con- 
tracts under ICA, namely, the Governmental Affairs Institute, so ably 
discussed by our ‘esteemed colleague, Mr. Natcher, and secondly, the 
Johns Hopkins contract, so ably. covered by our distinguished col- 
league, Mr. Rhodes. However, I hold in my hand a document pre- 
pared by ICA showing 676 technical service contracts in operation, 
and you might listen to this: An aggregate cost of $347,626,690. 

We should like to insert in the record a list of these contracts in 
operation, and by category. 

(The information supplied may be found in the appendix, p. 2917.) 


FINANCING OF CONTRACTS 


Mr. Passman. All of these contracts are from the “Technical assist- 
ance” appropriation ? 

Mr. Murpuy. I am sure they are not, Mr. Chairman. I am sure 
some of the contracts on the list, if it is the list I think it is 

Mr. Passman. Would the gentleman have a look at the list? Give 
us a breakdown of how all these contracts are financed. 





EXPLANATION OF INCREASES LISTED IN GENERAL STATEMENT 


Mr. Taser. Mr. Chairman, there is a discrepancy in these figures. 
It has occurred to me that we ought to have that explained before 
the gentleman gets any farther. 

Mr. Passman. All right, Mr. Taber. I yield to you. 

Mr. Taper. I took your "statement and I started off with the $34 in 
the first paragraph and put down all the other increases that were 
listed and it came to a total of $53,150,000 and they are asking for 
$172 million. If you add this $53,150,000 to the $160 million that they 
had last year you get $213,015,000. With that kind of discrepancy y; 
the detailed increases run up to $40-odd million above the last year’s 
appropriation. 

[ think that ought to be explained. 

Mr, Passman. It ought to be explained before we proceed. 

Mr. Grant. Mr. Taber, in reaching your figure of $53.15 million, 
what did you inelude in that total ¢ 

Mr. Tapwer. I included all the increases that you had admitted all 
the way through. I start with $34.5 million; the next is $3,350,000; 
the next is SI, $00,000; the next is 82 million; the next is $1.5 million; 
the next is $3.5 million; the next is $1.5 million; the next is $3.4 mil- 
lion; and ee next is $1.6 million. I add that to the $160 million 
Which was available to you this year, and it comes to a total of 
$213,150,000, and that is in the neighborhood of $53 million above 
What it was last year. 

Mr. Grant. Sir, the first $34.5 million, as given on page 1 of my 
statement, is a reference to the request for the multilateral programs 
in fiscal year 1961. This is not an increase in this amount. This is 
additive to our bilateral program request, and we have had a multi- 
lateral program request, as you know, for many years. There is a 
modest increase in there for the multilateral programs. 
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Mr. Taner. I read that as an increase above last vear, what yo 
say a there on the first page. 

Mr. Granr. I regret, sir, if this has been subject to misinterpreta 
tion. This is merely intended to say that $34.5 million is in additio 
to the bilateral programs. Last year there was also an amount for 
the multilateral] hm uns in addition to the bilateral programs. 

Mr. Taner. It says right out,“in addition. 

Mr. Forp. W posers a comparable figure for 1960 to this? 

Mr. Grant. Yes, sir. 

Mr. Foro. What wethad , 

Mr. Murpnrry. $31.5 million, $30 million for the UNTA progran 
and $1.5 million for OAS. 

Mr. Taner. Is that where you got the money out of the special 
assistance fund last year? 

Mr. Murrny. We discussed that while you were hearing the justifi- 
cations on the two items, Mr. Taber 

Mr. Taner. In other words, this is to carry on something yor 
financed out of the spec ial assistance fund last year 

Mr. Mureny. No, sir. The $34.5 million is i 1961 total request 

for the UNTA and OAS multilateral programs. The money for 
1960 for these two programs was $31.5 million. The $34.5 million re 
flects an increase over 1960 for those two programs. UNTA and OAS 
We cdiseussed the relationship of those programs W ith the program 1] 
Africa when Mr. Wileox was here. That may have misled you. 

Mr. Taner. I was not misled at all. This says “in addition” just 
as plain as day to me. 

Mr. Mcreny. What Mr. Grant was trying to do was give the total 
picture of m onevyv given for technical cooperation. There are tw 
kinds—bilateral and multilateral. That is what he meant by “in addi- 
tion.” that these were multilateral technical cooperation programs 
not included in the bilateral program he is here to justify. 

Mr. Grant. Also. T might mention on your other figures, the sub- 
sequent ones that vou added, what we did is we showed the progran 
increase in two different forms. One was broken down by geogr aphi 
region, and then we took the program and divided it up by functior 
so that there was a double counting in that context. The actual in- 
crease is just over $12 million requested for fiseal vear 1961 over fiscal 
year 1960 insofar as the bilateral programs are concerned. 


Mr. Mcurrny. When Mr. Grant speaks of a $12 million increase he 
is comparing the $172 million requested for 1961 with the total for 


bilateral technical cooperation in 1960, which consisted of a new ap- 
propriation of $150 million, some prior year unobligated funds re- 
appropriated, plus some contingency funds, which brought the amount 
for 1960 up to $160 million. In terms of the new appropriation re- 
quest the increase is $22 million. 


FUNDING FROM CONTINGENCY FUND 
Mr. Passman. You did take some from the contingency fund? 


Mr. Murpny. Yes. 
Mr. Passman. And you are laying a foundation so in case this com- 


mittee cuts the request—and I hope you do not entertain any opti- 
mism of getting $172 million—to fund other programs from the con- 


tingency fund? 
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Mr. Mvurrry. In the case of the Mali Federation, the Malagasy 
Republic and the Belgian Congo, it was indicated there is a possibility 
there will be a need for funds, and Mr. Grant indicated the con- 
tinge ney fund as a possible source for that. I think what we are try- 
ing to indicate is that there are now some potential requirements _ 
seen for fiscal year 1961 for =~ no provision has been included 1 
the $172 million request. If in fact the potential requirements hae 
to be met: in 1961 they would, of course, have to be funded from an- 
other source, probably from the contingency fund. 

Mr. Passman. This has reached the stage where something may 
arise during the year that is so important you cannot wait for Con- 
eress to consider your request, but you will transfer the amount from 
age! funds: and, in fact, are you not using a technic ality in the law 

allocate funds, rather than getting direct appropriations ? 

ie Murpny. It is technically in compliance with the law, Mr. 
Chairman. The executive branch has tried to make it clear that the 
purpose of the contingency fund was to meet requirements which 
eoul | not have been foresee 7). OF if fore seen, Cc ‘ould not have been pre- 
cisely estimated at the time we made the presentat ion to the ¢ ‘oOneress. 

Ir. Passman. That does not square with the action on the part ot 
ICA in dipping into the contingency fund just about a week after 
we made the appropriation. You dipped immediately into the con- 
tingency fund to offset reductions made by this committee and the 
Coneress. 

Mr, Murriry. I do agree that in the initial exercise after the ap- 
propriation, the executive branch did conclude that in some accounts 
the ¢ uts made by the ¢ ‘ongress were so serious as to make it impossible 
for the executive to carry on its functions in those accounts, and that 
did result in the early use of the contingene v fund. 

Mr. PassmMan. That is quite an indictment of the Coneress, 1s it 
not ¢ 

Mr. Murry. I do not construe it that way. It has been eur con- 
‘lus ion from reading the debates on the mutual secur itv program that 

le contingency fund was regarded by the Congress as well as the 

executive as a source for making adjustme nts that might be necessary. 
Mr. Passman. Is that the Appropriations Committee which spelled 

tout for you 4 

Mr. Murreny. Without doing : a research job on it I cannot say pre- 
cisely, but it is my impression from having listened to the debates in 
the Hous se and Senate for many vears 

Mr. Passman. I am not talking about the debates. t am talking 
about the re ports of the Appropriations Committees. 

Let us see if you complied with the law. On page 10 of the report 
of the House Committee on Appropriations on the “Mutual Security 
and Related Agence 1es Appropriation Bill, L960, a is stated: 

President’s special authority and contingency fund.—The contingency fund is 
intended to serve as a reserve to meet in part (@) anticipated requirements which 
= hot firm at the time of the congressional presentation, and (%) unforeseen 
contingencies. 

I think the record speaks for itself. 

Mr. Grant. Sir, may I say on these three programs in west Africa 

specifically mentioned in my statement, at the time the program was 
drawn up for the congressional presentation we did not anticipate 
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re quire ments for these three countries and as of the prese nt time, while 


it appears highly likely that we will have requirements in these three | 


countries, there are, to use the words of your report, “requirements | 
which are not firm at the time of the congressional presentation. 
Mr. Passman. Those are your own words de fining the contingency 


fund. 
Catecory BREAKDOWN OF TECHNICAL SERVICE CONTRACTS 


Mr. Grant. Sir, on your earlier question on the technical services 
contracts that you submitted to us for review, this obviously covers 
contracts not only of technical cooperation but of defense support 
and technical assistance and includes funds for prior years. We will 
provide an insert for the record, if you desire, giving the breakdown 
between the various categories. 

Mr. Passman. That we should like to receive, but we still want this 
information to go in the record. 


ICA-Financep Untversiry ConrTrAcTS 


You say the component “Contract services” includes the costs of 
numerous interuniversity contracts, totaling 104 contracts with 58 
colleges and universities in 30 States and the District of Columbia. 
So I will repeat, please supply to the committee a list of those 104 
contracts, when they were awarded, and the total cost. 
the information available ? 

Mr. Grant. The list of the contracts is included in the list you had 
before you a moment ago. 

Mr. Passman. Break them down, if you will, so we shall know the 
number of contracts and the cost of the contracts with the 58 colleges 
and universities in the 30 States and the District of Columbia. 

(The information follows :) 


Do you have 
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TOTAL PROGRAM FOR AFRICA 


Mr. Passman. On page 11 of your general statement you say: 

The fiscal year 1961 request of $24.3 million for Africa is $3.35 million above 
the amount presently programed for the region in fiscal year 1960. This increase 
is primarily for new programs in West Africa, or relatively new programs jp 
the nations that are in the process of achieving independence such as Somalia 
and Nigeria. 

Would the gentleman know whether or not you have other pl: inned 
programs of a bilateral nature to be financed out of other appropriated 
funds, or is this the total proposed for Africa / 

Mr. Grant. We have in addition, sir—— 

Mr. Passman. Could you give us the grand total / 

Mr. Grant. If we will turn to the special assistance 

Mr. Passman. Youturntoit. You can read what it says. 

Mr. Murry. The grand total of all 1961 programs proposed for 


Africa is 8$157.480.000. 


FUNDS PROGRAMED FOR NATIONS NOT YET INDEPENDENT 


Mr. Pass cs For these nations vet to be formed, in the event they 
do not achieve = independence and become nations, will we stil] 
spend that money in Africa ? 

Mr. Granr. Sir. ‘the bulk of these funds are for countries that are 
already independent 

Mr. Passman. How much do you have for new countries you expect 
to be formed or to gain their independence during 1960 / 

Mr. Grant. Some of these countries will continue to receive assist- 
ance even if they do not become independent, notably Somalia and 
Nigeria. The new programs in countries where we do not vet have 
programs, if they do not hecome independent, there may be some 
adjustments in our estimates for what needs to be done in these 
countries. 

Mr. Passman. Do you mean we are appropriating on the basis 
that we anticipate certain nations may be created, not. knowing for 
sure, so that we can rush in with aid, and in the event they are not 
formed we will not need the money, or some of it at least? You 
mean we cannot wait until the next session of Congress to request 
funds for a new nation? Why is this so urgent that we cannot con- 
sider it under the regular procedures, just as we handle programs for 
our own country? We do not make blanket appropriations so that 
if some special program should develop in Louisiana or Oregon or 
some other State we would have a special kitty into which to dip. 

Mr. Taner. Mr. Chairman, will the gentleman viel 1? 

Mr. Passman. I shall be glad to vield. 

Mr. Taner. I think this thing is more serious than it appeared 
before. I think this isa violation of the law. 

Mr. Passman. T think we should ask for an interpretation of the 
law anda report on that. 


NATIONS SENSITIVE TO ACCEPTING DIRECT AID FROM UNITED STATES 


Are any of these countries sensitive to accepting aid. on a bilateral 
basis. from a single great country such as the United States? 
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Mr. Granr. I would say the new countries would not wish to be 
dependent solely upona single major power. 

Mr. Passman. Mr. Grant, you completely misunderstood my ques- 
tion. If you will permit me, I shall restate it: Are these new coun- 
tries sensitive to accepting direct aid from the United States / 

Mr. Grant. That may be sir, in certain fields. 

Mr. Passman. In what fields / 

Mr. Grant. Obviously we provide aid to these countries only upon 
request and in, for example, a number of the newly anticipated mde- 
pendent countries we already have a series of inquiries from leaders 
of these countries as to the availability of assistance. 

Mr. PassMaAn. That isa satisfactory answer. Now I put the second 
part of the question: Could you say spec ifically what countries would 
be sensitive to accepting U.S. aid, and in what programs they would 
be sensitive to accepting aid fronsthe Y) nited States? 

Mr. Grant. Sir, in part I would say this is a question which the 
Assistant Secretary, W hen he uppears, W ill be more qualified to answer 
than Tam 

BASIS FOR DEVELOPMENT OF NEW PROGRAMS 


Mr. Passman. You would not be administering a program unless 
the policy had been fixed and unless it had already been determined 
they would not be sensitive to accepting aid from the United States: 
would you 

Mr. (GRAN os Well, SII. since the new programs are developed on the 
basis of requests for assistance from the other country, they set their 
own priorities initially of where they would like to receive assistance 

Mr. Passman. They tell us what to do? 

Mr. Grant. We then review these requests and determine in ow 
own judgment whether or not we should respond to any particulat 
request or any part of a particular request. If the country requests 
assistance Ina certain field and not in other fields, a wide variety of 
reasons re iy go intothis. It may be because of reasons of sensitivity. 
It may be that they have adequate personnel in their country for thi 
It may be they have assistance from their former metropole country. 

Mr. Passman. Some statements have been made by other witnesses 
that some of these countries are sensitive to accepting bilateral aid 
from one great country. I do not think they are so sensitive. T think 
they os | accept the U.S. Treasury if you would give it to them. 

Mr, Granr. Sir, there are certain areas within particular coun- 
tries in which that country may prefer to request aid from the U.N. 
than under a bilateral program, It will vary from country to co a 
For example, if you will take the national planning council of : 
country, they may prefer in this area to seek assistance from a aes. 
nee al source, whereas they may be turning to us for assistance in 

e field of agriculture, where our competence is unique. 

te: [ should say that on these programs if we did not undertake th 
general kind of programs herein proposed the ultimate cost to the 
United States of developments in these regions would probably very 
far exceed the relatively — investment that is proposed. 

_ Mr. Passman. As far as I am concerned the figure you mentioned 
isa long way from being oe When you talk about spending in 
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this one country $40 or $50 million of the American taxpavers’ 
money, to me that is not modest. 


UNOBLIGATED BALANCES 


How much money have you obligated to date, and what is the antic- 
ips ited unobligated balance on June 30, 1960 ? 

Mr. Grant. Sir, as I said in my statement, our obligations, on the 
basis of our reports sent from the field, as of March 31, 1960, total 
$89.8 million. 

Mr. Passman. Leaving what amount unobligated as of that date! 

Mr. Grant. Approximately $70 million of the 1960 appropriation 
of new funds. 

Mr. Passman. What is the amount of the estimated unobligated 
balance as of June 302 

Mr. Grant. Sir, we have programed the entire amount and —_ 
expect to obligate virtually the entire amount. I use the word “ 
tually” because we know from past experience that with programs in 
60-odd countries and thousands of subitems, you will have some small 
balance in some items. 

Mr. Passman. I believe that last year you estimated you would have 

$3 — unobligated and you wound up Ww ith $8 million neni ited ? 

Mr. Granv. Sir, my understanding is the figure we gave vou of 

$3.9 million was the estimated unobligated balance of fise ral vear 1959 
Senda. and that the actual unobligated balance ap yproximated that 
amount. 

Mr. Morrny. $7.4 million is what the total turned out to be. 

Mr. Passman. You estimated $3.9 million and it came out $7.4 
million ¢ 

Mr. Tennant. $3.9 million was the estimated unobligated balance 
of the 1959 program and $7.4 million is the unobligated balance of 
all prior year accounts. 

















UNLIQUIDATED OBLIGATIONS 







Mr. PassmMan. What do you estimate the unliquidated obligations 
will be June 30, 1961 ¢ 

Mr. Grant. May I ask Mr. Tennant to supply that? 

Mr. PassMAn. Surely. 

Mr. Tennant. We estimate on June 30 unliquidated obligations ot 
bilateral technical assistance of $158,811,000. 

Mr. Passman. Will you tell us the amount deobligated during 1960! 

Mr. Tennant. Excuse me, your question was 1961 ? 

Mr. PassMan. Yes. 

Mr. Tennant. I gave you June 30, 1960. As of June 30, 1961, we 
estimate $163,741,000. 

Mr. Passman. That isa full year’s cost of the program ? 

Mr. Tennanv. Slightly under. 

Mr. Passman. What do you mean by “slightly under”? 

Mr. Mureny. He means it is under the request. 

Mr. Passman. Let us deal with actual appropriations in the past. 
You will have on hand more money than we have appropriated in 4 
single year for the program. Is that correct? Look at the record. 
I do not want you to guess at it. 
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Mr. Grant. That is true as far as prior years. 

Mr. PassmMaNn. You estimate you will have on hand unliquidated on 
June 30, 1961, $163 million ? 

Mr. Moureny. That assumes the appropriation of the full $172 
million. 

Mr. Passman. We are dealing entirely with the past now. 

Mr. Murpny. You said 1961, 

Mr. Passman. All right. Let us take 1960. What will you have 
unliquidated in 19604 

Mr. Tennant. On June 30, 1960, we estimate we will have un- 
liquidated obligations of $158,811,000. 

Mr. Passman. That is greater than any single appropriation made 
inthe program. Is that correct? 

Mr. Murpny. Yes. You appropriated new money of not more than 
$150 million for any one year; therefore this figure is higher. 

Mr. Passman. We are talking about only what was appropriated. 
Now, you estimate you will have $163 million unliquidated obliga- 
tions on -June 30, 1961 4 
Mr. Mcurpny. That is assuming- 
Mr. Passman. That amount will be greater than any appropriation 
ade for this account heretofore ? 

Mr. Murpny. Yes, sir, it would be. 

Mr. Passman. That is all I wanted. 

Mr. Tennant. I think it is important to bring out the fact that the 
1961 figure you refer to includes the $172 million we are asking for 
if appropriated. 

Mr. Passman. You have voided the action of this committee by 
transferring other funds to this program, but I used the word 
“heretofore.” 
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DEOBLIGATIONS 


Now, are you able to give the amount you deobligated in fiscal 
vear L960 ¢ 

Mr. Tennant. In fiscal year 1960 you asked for, did you not? 

Mr. Passman. What is the total amount you deobligated in fiscal 
year 1960 ¢ 

Mr. Tennant. I do not believe I have that figure. 

Mr. Passman. Does your record show that? It will be very in- 
teresting, I think, if you look that up. Will you give us the total 
amount vou have deobligated of the bilateral program from the in- 
ception of the program? What years do you have? 

Mr. Tennant. I just have a fiscal 1959 figure. 

Mr. Passman. What amount did you deobligate in 1959 4 

Mr. Tennant. In TC, approximately $16 million. 

Mr. Passman. You deobligated $16 million of prior obligations in 
1959. That also brought about new money to be obligated. 

Mr. Tennant. Substantially that is correct. 

Mr. Passman. If you deobligate $16 million, that gives you avail- 
able funds you may obligate against these projects you justified before 
the committee for a new - appropriation ? 

Mr. Grant. Well, sir, in part. 

Mr. Passman. Let the Controller answer. 

Mr. Tennant. I would not say it is entirely equivalent to new 
money. 
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Mr. Taner. You do not have it obligated, do you? 

Mr. TennAnNT. No. 

Mr. Taser. That means you have that much more to spend. 

Mr. Passman. It means you have entered into contracts, and I think 
we can establish you had reason to believe you would deobligate be- 
cause you had not firmed up the contracts. In one year you deobli- 
gated $16 million. What percentage does that represent of the ap- 
propriation you requested for that vear ? 

Mr. Tennant. I would like to indicate that sometimes when a proj- 
ect is voing improperly . some contracts are deobligated. 

Mr. Passman. In some cases that may be true, but if you will read 
what we have in the record about Korea, I think you will see some 
of them are as phony asa} bill, 

In one year, 516 million out of this fund in all probability runs 11 
or 12 percent of the total appropriation. 

Could you go back in your records and give the amounts you have 
deobligated from 1956 to 1960? 

Mr. Tennant. Yes. 

Mr. Passman. And you can estimate the amount you will deol 
ligate in fiscal 1960? Was $16 million deobligated in 1959 ? 

Mr. Tennant. That is correct. 

Mr. Passwan. How much has been deobligated to date in 1960? 

Mr. Tennant. I do not have that figure. 

Mr. Ruopes. It might also be interesting, if it is possible, when they 
furnish the figure deobligated in a certain year, if they could show 
the years in VW hich the obligations were made, if that is possible, 

Mr. Passwan. Yes. Give the years in which you obligated the 
amounts vou deobligated. 

Mr. Ruopes. In other words, when was the $16 million which was 
deobligated in 1959 originally obligated ? 

(The following information was furnished for the record :) 

Technical cooperation funds deobligated and reobligated from 1956 to 196 
are as follows: 


In thousands of dol 








The amount deobligated through February 28, 1960, is $5,427,000. 

In accordance with general accounting practices, as authorized by Publi 
Law 798, 84th Congress, to merge accounts for purposes of liquidation of obliga- 
tions, and the specific authority contained in Mutual Security Appropriation 
Act of 1960, most of the mutual security program appropriation accounts are 
consolidated after the end of a fiscal year. Consolidation is effected into an 
appropriation account for the same general purpose as appropriation accounts 
authorized for the operational year. In those instances where accounts have 
been merged, it is possible to identify deobligation activity in the merged account 
only. Of the $15,967,000 deobligated and reobligated during fiscal year 1959, 
$14.689,000 was from fiscal year 1958 appropriation accounts (consolidated) and 
the balance of $1,278,000 from 1957 and prior year appropriation accounts (ul 
consolidated). 


Mr. Granv. I might add to that that in part these deobli@ations re- 
sult from balances that are left in an account when we complete th 
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wcount. In other words, when we set aside funds for the procurement 
of commodities, there is an allocation made, and when the goods are 

tually contracted for and delivered, there is frequently a balance, 
then these amounts are deobligated. A considerable part of the de- 
obligations go to offset other situations in which we underestimated our 
ost. When you are talking about buying equipment or supplies or 
vetting technicians to Afghanistan, there are a number of factors 
‘hat come In, so that while some accounts will have a balance, in other 
ecounts it will run more than we estimated. 

Mr. Passman. You made the statement that in 1959 you had a net 
mount of $16 million deobligated. And you stated yesterday about 
A) percent of this account is for commodities such as hand tools and 
nsecticides. I do not think it is even that high. I think that is the 
maximum. But if you take cau and equipment, in 1959 it was 
mly $8,555,000, and the total appropriation was $127,800,000, which 
jeans In that case only about 6 pereent was for sclaaulaied: How 
vou can find $16 million to deobligate without dipping into the pay- 

I] account is be yond coipre ‘hension, so far as I am concerned, 

Mr. Granr. Sir, you may have a contract which has amounts that 
e left attheend. When we went over this Governmental Affairs In- 

tute account with Mr. Natcher., and [think in response to a question 

Mr. Andrews, it came out for example on the transportatio n of 
ils =O much is put Into the eontrnet, We do hot kn ow exac ‘tly how 
any cars wie he transported at the time the contract 1s signed be- 

se it de pe nds on the individual desires of the employees cong over. 
So, In an account of 820,000 to move cars, you may have a balance of 
$10,000, because we reimburse only for the amount actually expended. 

Mr. Passman. But you spend that elsewhere. You have one con- 
tract dealing with this particular program of $1,113,000. Out of the 
$1,113,000 you have already paid $878,000; and I doubt if there will 
beenough for one cocktail party left in that account. 

Mr. Narcuer. Will the gentleman yield? 

Mr. Passman. Yes. 

Mr. Natcuer. Since the Governmental Affairs Institute contract 
has been brought up again, Mr. Grant, at the proper time I would like 
to secure information concerning the second Governmental Affairs 
Institute contract that you have listed with the contracts filed with 
he committee. The one I am now interested in is the one listed on a 
global basis and it is in the field of evaluation. At the proper time I 
vould like to talk to some of you about that contract. 

Mr. Grant, we are not holding you personally responsible for some 
Ithese things. We have indicated a lot of questions we will discuss 

with you at the proper time. But if your fieldmen enter into these 

hings too quickly it would follow you would have a certain amount 
of money you would have to deobligate. But it is surprisingly high 
to deobligate $16 million in one year when you are dealing with a pay- 
rll account. It worries the committee just a little bit about the accu- 
racy of Mr. ¢ Campbe Il’s statement that the trouble with the } rogram 1s 
(00 much mone *y, and not too little. 

Mr. Tennant. Of the deobligations—they do occur in any of the 
ategories shown on page 20 of the technical cooperation book; costs 
for technicians could be overestimated. 





Mr. Passman. We are only accepting what Mr. Grant said. He was 
making his point on procurement of materials. We just had to accept 
his statement and do the best we could. 

I can understand you would have deobligations almost across the 
board. However, I must tell you this committee is not too well pleased 
with the fact that you are having such a large percentage of the total 
appropriations deobligated annually. It indicates you are not very 
firm with a lot of your contracts. It does not happen in America with 
projec ts and contracts into which we are entering. If we have a for- 
eign aid program, sooner or later it is going to be tightened down toa 
point that it has to meet at least similar criteria that we have in 
America. I believe the Congress will demand that. 

Mr. TENNANT. It conforms to the law. 

Mr. Passman. We are trying to be helpful. 


NEW COUNTRIES ADDED TO 1960 PROGRAM AFTER CONGRESSIONAL 
PRESENTATION 


How many countries have been added in 1960?) THlow many are 
proposed to be added in 19614 And what is the total of countries 
recelyv ing money out of this pi articular account ? 

Mr. Grant. How many have been dropped ? 

Mr. PassmMan. No. How many new countries have been added to 
the program in 1960, over and above what you have justified in prior 
vears ¢ 

Mr. Grant. Two, sir, for fiscal year 1960. 

Mr. Passman. Two countries added for which you did not request 
funds before the committee last year ? 

Mr. Grant. Two countries for which we have programed funds 
that we did not request Congress funds for last year, these being the 
United Arab Republic and Guinea. 

Mr. Passman. Egypt? 

Mr. Murrny. Egypt and Syria. 


CARRIED-OVER UNLIQUIDATED FUNDS FOR EGYPT 


Mr. Passman. What did you do with the funds you had been carry- 
ing for years to the credit of E gypt? You said this is an obligation. 
You carried it obligated to the credit of Egypt 

Mr. Grant. Sir, it is my understanding that the carried-over un- 
liquidated obligations for Egypt in the technical cooperation account 
were used to permit a resumption, a modest resumption, of the pro- 
gram in fiscal year 1959. 

Mr. Passman. Mr. Grant, you use that word “modest.” In asmucl 
as you use that word “modest,” let us find out the amount, and see if 
we agree that it is modest. TI do not think any of these sums are 
modest when you talk about millions of dollars. Some of my con- 
stituents may think you are talking about $25 when you speak of 
1 “modest” figure. 

Mr. Grant. I am using this in a relative sense for these kinds of 
programs. I agree with vou, every dollar is fully important. 

Mr. Passman. You do not mind my ests ablishing that your under- 
standing of modesty of amount may be different from mine, and from 
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S the understanding of the people of this Nation. I think Mr. Murphy 
t could help you on that. He has had answers in the past on Egypt. 

What is the amount we have been carrying unliquidated but as an 
p obligation to the credit of Egypt ? 

1 Mr. Murreny. My difficulty is my recollection of a figure that is a 
l total that. covered not only technical cooperation but also some de- 
y velopment assistance. 

n Mr. Passman. Put it all together. Ilow much? 

- Mr. Murrny. The figure I recall was approximately $13 million. 

a Mr. Passman. The amount you were actually carrying? If you 
n donot have the figure, I shall give it to you. 

Mr. Granr. I believe we have it. 

Mr. Passman. Give it tous, then. 

Mr. Murpny. The figure I gave you of $13 million is my recol- 

lection of last year’s testimony. 

Mr. Passman. Let us add to that, and make it $13,590,000. 

Mr. Murpuy. I was pretty close. 

Mr. Passman. Let us not drop off the $590,000. In the technical 
e aid program you were carrying over $1,800,000. To me that is not 
8 verry “mn xlest.”” 

Let me quote from testimony by Mr. Farwell: 

When we appeared before you a year ago, sir, we gave you a report at that 

‘0 time on the status of obligations, and at that time we had a grand total in all 

yr accounts of $13,590,000, broken down into the technical cooperation, in which 
we had about $1.8 mililon in a rather substantial number of projects—and into 
development assistance, where we had $11.7 million in a much smaller number 
of projects. 

st 

As we are having to borrow this money we are giving away, and 
1s with that very large amount of money on hand, could you a have 
ie waited until you appeared before the committee this year » justify 

finds for Egypt under this technical aid, rather than take it out 
of some other appropriation? Would much harm have been done? 
It has ae several years since you had spent out of that account. 

Mr. Grant. Of the approximately $1,750,000 of technical coopera- 

ton money that was deobligated, $499,000 was reallotted to E gvpt, I 

believe, in 1959. The balance of the funds was reprogramed for 
- other uses. So that this meant that when the decision was made to 
n. pick up the program in 1960, continue it in 1960, funds were required 

from the 1960 mutual security appropriation. 
n- As to the decision to start the program, sir, this was a decision of 
nt ¢ Department of State, and T would suggest, if you wish, that you 
0- ral ie eh eeeeks ion with the Assistant Secretary. 

Mr. Passman. Thank you. We shall raise that question with the 
ch Assistant Secretary: but you are testifying for this appropriation, 
if and vou W ill have a lot to do with allocating the funds. 
re 
m- EFFECT OF DELAYING PROGRAM IN EGYPT UNTIL JUSTIFIED TO CONGRESS 
of 

May I ask the question again: In your opinion, inasmuch as you are 
of testifving for the appropriation, and will have a lot to do with pro- 

graming the money, and inasmuch as Egypt had been out of the pro- 
of gram for 7 years—we are carrying over this $13.590.000 to the credit 
\m of Egypt, $1,800,000 being in the ‘technical aid program—would any 


larm have been done had we delayed new programs until you could 
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have brought it before the committee in this vear’s request for funds? 

Mr. Grant. In my personal judgment, sir, the U.S. interests were 
served by moving ahead with the program in Egypt when we did. 

Mr. Passman. Would you just one time give me a direct answer! 
Do you think any harm would have been done, on account of the 
amount of money we had left over, if you had delayed these new pro- 
grams until you appeared before the committee and justified the 
funds If vou think there would have been harm done, 1f you will 
tell me, I assure you IT will not oe it. 

Mr. Granr. In my opinion, sir, there would have been harm done 


DATE FUNDS ALLOCATED TO EGYPT 


Mr. Passman. Thank vou. Now tell us when vou allocated these 
funds for Egypt. ‘Tell us when you entered into this new contract, 

Mr. Grant. May I refer the question to Mr. Ide ? 

Mr. Passman. Certainly. What date did you obligate the funds to 
Egypt ? 

Mr. Ink. The reobligations / 

Mr. Passman. The new money: vou requested no funds for Egypt 
last year, vet you did take money out of another appropriation for 
Kevpt. When did you allocate the funds? 

Mr. Ine. We drew up the program for the region, and the State 
Department had indieated clearly that we had to do something about 
Keypt. 

FGYPTIAN REQUEST FOR FUNDS 


Mr. Passman. Did Egypt request funds out of this account? Do 
you know whether you received a request from Egypt for funds for 
the technical aid program ¢ 

Mr. Ipr. Yes. sir, I believe so. 

Mr. Grant. Any project is on the basis of a request. 

Mr. Passman. Would you let us see your correspondence from the 
officials in Kevpt for this request ¢ It ‘woul | create a bond of confi- 
dence between you ventlemen on that side and the gventlemen on this 
side if you will just let us see that letter from the Government of 
Egypt requesting money. We know it is true because you said so, but 
let us see the letter. 


DATE FUNDS ALLOCATED TO EGYPT 


(rive us the date vou allocated the funds to Kevpt. 

Mr. Ipr. Yes, sir. 

Mr. Passman. What date? 

Mr. Ipr. It was in the first 3 months of the fiseal vear. 

Mr. Passman. We want to know when you allocated the funds. 
If you know it was the first 3 months, you ought to be able to tell us 
when. ; 

Mr. Murrny. I think the facts are that the allocation was made 
between January land February 29. 

Mr. Passman. Of this year? 

Mr. Mureny. Of this calendar year. 

Mr. Passman. You made the allocation maybe between January 
and February 1960, which was about 60 days ago. 





Mr. Murpity. More or less; yes, sir. 

Mr. Passman. But in all probability not very much more nor 
very much less ¢ 

Mr. Mureuy. No less, certainly. 

(The following information was supplied later :) 

The resumption of the TC program in the UAR began in fiscal year 1959, 
when $499,000 of funds formerly obligated in the UAR program were deobligated 


and reallotted as follows: 
[Dollars in thousands] 


Oct. 20, 1958 i rate a oe ee ea he Bcc a th al pe te lan 24 
Oct. 31, 1958__- ao ae ee en eee ee ee eee 50 
Re a i ga a a a oO a ne Bel 11 
Jane 19, 1959__.... > sag a a ei pa ih ee 131 
Oe com ti Baek eae 283 

OMS oe ae ia OE ae Oe Lee eee ihe Ros ARE - 499 


Inasmuch as the UAR program was not sufficiently firm to be presented to 
the Congress in the course of justifying the fiscal year 1960 appropriation, it was 
contemplated that it might be necessary and appropriate to draw upon contin- 
gency funds at some future date. Although preliminary programing and plan 
ning of fiscal year 1960 TC funds did not assume the use of contingency funds, 
approval was granted, as indicated in the section 111(b) report to the Congress 
in January, to use contingency funds for programs of technical cooperation in 
the CAR, While it is true that not all TC funds were obligated at that time, 
tis also true that there was at that time no assurance that the amounts ap- 
proved for programing from the TC appropriation would not be required and 
that there would, therefore, be savings which could be used to meet needs 3 
the VAR. Subsequently, it was determined that adjustments in the final dis 
position of worldwide fiscal year 1960 TC funds would make it possible to fund 
the entire UAR program from the TC appropriation and allotments have been 
adjusted accordingly. Actual allotments for the UAR TC program were mad 
as lOllOWS: 


[Dollars in thousands] 


July 16, 1959__. yes me Pn SMe sts 5 oe : 38 
Aug. 5, 1959 me Eo PR Ah Bice 3 ee a 170 
Aug. 19, 1959 : 37 
sept. 21, 1959 : we een croaeee - Q 50 
sept. 29, 1959_____.- ae ao ee a nt 2 12 
Oct. 19, 1959 hs eke sce BB aE em a 50 
Nov. 12, 1959 Bee Sing See © J " ; ee ore 605 
Jan. 18, 1960 bs ie Ie eae rT nee, eae ee 100 
Poo, G. WO... ease peed to : 802 
Feb. 11, 1960 Be le ah ee a ple st 8 Bll one dine 3 aces ee I ans 2 141 

Total a ae eee si : ssSetesstidcicadass See 


ACTUAL EXPENDITURES 


Mr. Passman. Have you made actual expenditures out of the funds? 

Mr. Murpny. That I do not know, but I would be very much sur- 
prised if we had. 

Mr. Passman. You do not think you have made any expenditures? 

Mr. Murpnuy. For technicians’ salaries, probably. 

Mr. Passman. Whatever good we have done so far has been han- 
dling paper? 
_ Mr. Murpny. Except to the extent the technicians have been work- 
Ing on the program and have accomplished good. 

Mr. Ipr. We have Egyptians here, sir, under a participant program. 

Mr. Passman. As you say that Egypt addressed itself to our coun- 
try, asking for this aid, does it not naturally follow that no harm 








woul | have been done inasmue th as you did not allocate the funds 
until a few days or weeks ago, and you already had unexpended funds 
on hand—if you had proceeded through normal channels and made 


your justification this year? It is your interpretation that harm 
would have been done. 


COUNTRIES SCHEDULED TO RECEIVE INCREASED AID IN 1961 


Of the 60 countries and territories participating in the program, 
how many are to receive increased funds in 1961? 

Mr. Grant. Sir, we are programing increases in Yugoslavia, in 
Ethiopia, in Ghana, in Guinea, in Nigeria, in Somalia, in Central and 
East Africa, in what we list as “Other West Africa.” as described in 
the presentation books, three possible new programs in the smaller 
countries of West Africa we knew were scheduled for independence 
at the time the figures were prepared—Dahomey, Cameroons, Togo, 
and Sierra Leone. We were not certain to have programs in all 
countries. 

Also Morocco, Tunisia, Afghanistan, Ceylon, India, Nepal, United 
Arab Republic, Cambodia, Indonesia, Korea, Laos, Argentina, Brazil, 
British Guiana, Colombia, Ecuador, Haiti, British West Indies. 

Sir, I believe that adds up to 26 country programs, plus West Africa. 
It includes West Africa as one area, although we expect there to be 
several new country programs. 

Mr. Passman. There are 26 nations now receiving technical aid un- 
der the bilateral appropriation for which you schedule an increase in 
fiscal 1961 if the Congress appropriates the money ? 

Mr. Grant. It is 25, sir. 

Mr. Passman. Twenty-five? 

Mr. Grant. Plus any new country programs. In other words, there 
are 25 progranis currently 

Mr. Passman. You are asking for an increase for 25 nations now 
receiving technical aid, plus any new countries ates may be created 
during the fiscal year 1961 7 

Mr. Granr. Yes, sir: with the qualification that obviously not all 
new nations may receive technical cooperation assistance in 1961. 

Mr. Passman. How many projects do we have in operation now: 


PROGRAM DECREASES 


Mr. Grant. Did you also want the number of decreases, sir? I be- 
lieve your earlier question gave that. 

Mr. Passaran. Let us take all the time we can to get decreases in 
the record. That is the best news I have heard. But it still does not 
add up to a decrease in your request. 


GREECE 
Mr. Grant. Sir. there is a decrease for Greece. 


Mr. Passman. By what amount ? 
Mr. Grant. $50,000. 


Mr. Passaran. What is the total amount you propose for Greece this 


year ¢ 
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ISRAEL 


Mr. Gran. $700,000 is programed for Greece in the current fiscal 


veur. We are asking for $650,000. We have programed a decrease 


for Is: e| of S2T0.01 M), 


Mr. Passman. What did they have in fiseal 1960? 








LEBANON 


Mr. Grant. $1,370,000 programed for fiscal year 1960. There is a 
decrease shown for Lebanon. 

Mr. Passman. What amount did Lebanon get last year? 

Mr. Grant. It received $950,000 and it is programmes 1 for fisea] year 
1961 for SSO00.000, 

Mr. Passman. Out of technieal aid only 4 

Mr.Granr. Yes, sir. 

Mr. Passman. Incidentally, what was the total amount that 
lebanon got last year for all progr: ims? 

Mr. Murpury. Fiseal 1960? 

Mr. PassmMan. Tas. 

Mr. Murpnry. A total of $1,953,000. 

Mr. PassMan. Speaking about all programs ? 
Mr. Mcrreny. Yes,sir 








JAPAN 





Mr. Passvran. What are the other countries / 
Mr. Granr. Pakistan, Japan 

Mr. sn MAN. Japan is coming out all together, is it not 4 

Mr. Granr. The Japanese program is scheduled for termination by 
the end of the next fiscal year. There is a S700.000 reduction for 1961 
ver the 82 million programed for 1960, It is scheduled to terminate 
if June 30, 1961. 


Mr. Passuan. If that got lost in the shuflle. do you think any great 


hh ) ild De done, ils A il program Was never needed : it Was ad- 
tred it was not needed, that it was a polit tical program 4 Those are 
Vv words. If they be true, do you think 1\ harm would be done / 


on GRANT. Sir, the Japanese, a my has n, have valued 
program highly. They have used it extensively for participants, 
and what we are endeavoring to do an. sir, is provide for a rapid, 
orderly phaseout. 
_ Mr. Passwan. I understood. My question is: Do you think any 
arm would be done if this $700.000 should be lost in the shuffle 2 
Mr Grant. It would be disadvantageous to the United States, I 
lieve, 
- Passman. Thank you. 
Mr. Gran'r. A decrease for Bolivia, a decrease for Chile, a decrease 
for Paraguay, a decrease for Uruguay, and a decrease for Venezuela. 








OVERALL 





PROGRAM INCREASE 
Mr. Passman. Thank you, Mr. Grant. Notwithstanding the fact 
that vou read a list into the record about the increases and the de- 
creases, vou are asking for an increase for this particular account for 
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fiscal 1961 of 822 million above the total appropriated for this account 

in fiseal 1960. 
Mr. Grant. Yes, sir, but T think in your appropriation report yor 

said you were also reappropriating unobligated balances from prio: 

years. 

* Mr. Passo AN. We did that in prior vears, but vou did not spel 


the funds. It looks as if this is the one vear you are going to get then 
behind obligations. Maybe we shall not be surprised in a couple vears 


when you start deobligating the money. 







NUMBER 





OF TECHNICAT 





AID PROJECTS AND COUNTRIES 


How many projects do we have in operation at this time under tl] 
technical aid program / 
Mr. Grant. Sir. I do not have with me an exact listing of all the 
projects currently underway in fiscal vear 1960. It would be som 
whe ‘re inthe neloh horhood of 1.500 projects. 
Mr. Passman. 1,500 separate projects being carried on under tf! 
Pr ae, 
Mr. Granr. Under the technical cooperation program. 
Mr. - an. What is the total number of countries ? 
Mr. Granr. This is in 53 countries and 5 territories. 
Mr. Passman. A total of 5S 


Mr. Grant. Fifty-four countries and five territories. 


















NEW PROJEC 


TS 








Mr. Passman. You said there are approximate ly 1.500 projects 1 
operation now. Tfow many countries will have ne W projects put int 
operation if the} resent request is ap proved 4 

Mr. Grant. This is in the book, os and I have not vone throug 
the book. We cole | O throueh each country. The new projects are 
all identified in the presentation books by country. 

Mr. Passman. Do vou not t get your recapitulation on these matters, 
so that vou know what is going on? Do we have to go back to the 
book to get everything? 

Mr. Grant. Sir, we can provide this for insertion. We did not 
break it down. We can recapitulate our figures in dozens of different 
Ways. . 

Mr. Passman. Give us the accurate way this time, if you will, and 
the cost. As you are going to do that, we might have the total : addi- 
tional projects, the countries, and total cost. = 

Mr. Grant. Would you care to have this for the record or would 
you care at this time to go through country by country ? 

Mr. Passman. You may put it in the record. 
Mr. Grant. Fine, sir. 
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The information supplied follows :) 


) A her and value of new technical coope ration projects proposed for fiscal year 1961 
Ny by re gion and country 
{Value in thousands of dollars 
Ir ] yn and countr Nu er \ 
r I 
8 99 
$30 
115 
30 
ea 1 As 3 co 
ne ; i 
" 23 
104 
2 112 
‘ 356 
| on 
1 171 
I 300 
) 1.000 
il 
100 
7 
“ 140 
} 912 
| 10 
194 
vr a 
re 2 70 
‘ss 1 os 
rs. , 4 
imber and value of any new projects to be financed from a $1,200,000 technical-cooperation 
( West Aft ’? presumably all new project 
10t 
ant ESTIMATED COST TO COMPLETE PROJECTS PRESENTLY UNDERWAY 
nd Mr. Passman. What is the estimated cost to complete successfully 
ij | the various projects listed in these two books which are in op- 
dl- ; : : ‘ 2 
eration in fiscal 19604 You have approximately 1.500 of them. Let 
ald is project that cost out in the future, and see just what kind of a 
ALU 3 


ortgagve we have on the heads of 180 million Americans. 

Mr. Gran. Sir, I do not have with me the recapitulation of what 
will be required in future vears. Generally speaking, these do not 
epresent a mortgage upon the American public for future years. 

Mr. Passman. That is vour opinion. Let me have my opinion, if I 

ty, 

Mr. Grant. These programs in great part could be terminated if it 
ere the will of the U.S. Government to do so. 

Mr, Passman. I know that. 
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Mr. Grant. That could be done beyond this fiscal vear if no addi- 
tional funds were appropriated However, it would mean that in 
Many cases we would not get the kind of return from these projects 
that I think the U.S. public interest requires. 

Mr. Passman. That is exactly what we are trying to establish. You 
have your own opinions about what the return may be. That does 
not. even enter into the question I asked. You either have or you 
have not proje ted this out into the future, to arrive at about what 
the cost will be to bring the projects now in operation to completion, 

You know, and I know, vou would have never started some of the 
projects if you had not thought they would be brought to completion. 
You have 1,500 projects now in operation. They will not all be com- 
pleted this year. Undoubtedly, you must have known the estimated 
cost. of each project, or you would not have entered into the agree- 
ments. My question is: If you project these 1,500 projects to com- 
pletion, what will be the amount of the total cost ? 

Mr. Grant. The extent of completion of these projects or the ex- 
tent to which we proceed in a technical cooperation program is more 
subject to subsequent determination by Congress than is the case ina 
physical project where, let us say, you are building a fertilizer plant 
per se. 

Mr. Passman. I understand. 

Mr. Granr. A professor of engineering who advises for 1 year in- 
stead of a hoped-for 2 years has contributed value. On each project 
when it is reviewed for inclusion inthe budeet. the estim ited duratiol 

nd the recommendations as to the extent of the future costs bring 
this thing to a certain stage are taken into account. Fach vear’s slice, 
I think. ean be said to be valuable in itself. 

Additional slices of appropriations in subsequent fiscal vears add 
additional value, but there is generally no commitment or necessity 
to go into the next year if the U.S. Government were to decide not to. 
Each subsequent year’s program, I think, can be considered in large 
part on the merits at the time. 

Mr. Passman. That just does not follow your own planning. Here 
in America, with our public works programs, you get an authoriza- 
tion through the Congress, then you ask for a partial appropriation. 
It is intended that sooner or later, if the project is feasible and the 
henefits-to-costs ratio justifies, then you will get an annual appropria- 
tion. You may get it for as many as 8, 9, 10, 15 years, to finally bring 
the project to completion. 

You have 1,500 projects in this program. T do not think you would 
enter into a project or contract without an estimate of its cost. We 
are bound to have somewhere in your files an estimate on the cost 
of each of these 1.500 projects. 

Mr. Grant. Right, sir. 

Mr. Passman. If you will put together your estimates on the 1,500 
projects, you are going to come up with a total. All we do is sub- 
tract from that the amount of unexpended funds you have on hand. 
Then, the difference, or the balance, will be what will be required to 
bring the projects to completion. 
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PUBLIC 





WORKS 






PROJECT IN CEYLON 


In Ceylon there is a new project, salvinia eradication, at a cost 
of $23,000. What is the projected total cost to bring this project to 


completion 4 


Mr. Grant. Sir, this we can discuss in our regional hearing on 
VES A, but here isan example. The Ceylonese have a major problem. 

Mr. Passman. We understand that they do. 

Mr. Grant. We call it salvinia. It is choking up their rice paddies. 


At the current time tens of thousands of valuable acres of riceland 


wve gone out of cultivation because of this weed. 

Mr. PassMan. We are not going into the merit of it. We are try- 
ng to deal specifically with figures, and find out the estimated amount 
of the completion cost. 

You know, and I know, 1 year’s program will not do much good. 

Mr. Gran. In this particular case, working on this problem, your 

technicians could come out and the program could call for 2 years of 
working with the Ceylonese on this with some technical advice and 
spending trainees over the 2 years. 
“On the other hand, if we were to terminate it at the end of 1 year, 
vou would have had the benefit of the services of the American tech- 
uicians for a period and the participant provided for in this year 
vould have come to the United States, would have gone back to his 
ountry, and we would have had something of value, although the 
problem may not have been completely solved. 

Mr. Passman. Let us say it is the best project ever conceived by 
the mind of man. What we want to know is the estimated cost to 
rng it to completion. If you will accommodate the committee, put 
lown the amount that this Nation is at least indirectly obligated to 
provide funds for, subtract the unexpended funds, and the balance 
speaks for itself. 

Mr. Stans, one of the ablest men in Government, says that our Gov- 
emment is now obligated to its own people, in the United States, for 
“00 billion. These annual appropriations are just one part 

Mr. Taner. $750 billion 7 

Mr. Passman. For $750 billion, he says, we are obligated by the laws 
nthe statute books, if we never pass another law. ; 

If we are obligated in America, with our public debt and the 
statutes on the book at this time, to $750 billion, the time has now 
ome to try to pin down the amount of our obligations in foreign 
ountries, 

_ This is one item upon which we ask you to help us, the cost of the 
000 projects. It might take a little research, but it is going to be 
ery valuable information. It might prompt you to recommend that 
lonew starts be initiated until we have another look at what we are 
wing to the fiseal structure of this country by every year asking for 
wre and more money and bringing in more and more projects. So 

‘vou accommodate us on that, we shall be very grateful. 

_ Mr. Granv. T believe the President has made clear in his own opin- 
ion that if we did not have these programs, the cost and the conse- 
uences to the American people would be far greater. 

Mr. Passman. That is a matter of opinion. Let the President have 
ra a me have mine, and you may have yours. If you should con- 
= all the wealth in America, you still would not have sufficient 
inds to do all the things labeled “desirable.” You and I know we 
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cannot continue in this day of great prosperity spending more money 
than we are taking in. 

Mr. Grant. Sir, this program does not do everything that is 
desirable. 

Mr. Passman. I said that if you should confiscate all the wealth in 
America, vou still would not have sufficient funds to do all the things 
labeled “desirable.” 

Somewhere down the line Tam going to ask you some str: aight ques- 
tions. you give me some straight answers, and when we go out. you 
will have a cocktail and I shall have a Coca Cola, and we shall be 
friends. 

What is the estimated cost to complete successfully—addressing this 
question to Mr. Murphy, if I may digress briefly—all of the contracts 
and agreements we have with other nations dealing with the mutual 
security program ? 

Project that estimate as far ahead as you feel we are going. It has 
been said that the program may continue 50 years. Then, it was modi- 
fied later to say it may take only 20 to 30 years to complete the 
program. 

Mr. Mcrrny. I could not supply that. I would not know how to 
go about it. 

Mr. Taser. If they add those figures, they would scare everybody 


off. 


COSTS TO COMPLETION OF TECHNICAL COOPERATION PROJECTS 


Mr. Passman. But let us get it, then, on the 1,500, this small part 
of the overall. 

Mr. Gran. As you know, sir, in our budgetary process we go 
through a process with the Bureau of the Budget, including Mr. 
Stans, and this program, with all his concern for our future obliga- 
tions, isa figure when he has p: assed on. 

Mr. Passman. Let us say it is too small. You just get us the in- 
formation we want, and we shall help Mr. Stans decide what he needs, 
because he, again, hasa right to his opinion. 

(The information supplied follows :) 


Costs TO COMPLETION OF TECHNICAL COOPERATION PROJECTS 


ICA was requested to advise the committee of the cost, after fiscal year 1961, 
of carrying to completion the technical cooperation projects proposed to be 
underway during fiscal year 1961. Many projects are not susceptible to pre- 
cise future costing by their very nature 

Information from the field available in ITCA-Washington indicates, that for 
those =a. currently underway for which estimates of future costs can be 
made, $362.119,000 will be required after fiscal year 1961. Some of the projects 
incliaded will be changed from their present form, some may be discontinued, 
and almost certainly others will be added, in ensuing years. 


NUMBER AND COST OF TECHNICIANS AND TRAINEES 


Mr. Passwanw. What is the number of personnel employed in this 
program of technieal aid, by contract and total amount of personnel 
eashing checks out of this program ? 

Mr. Grant. On page 20 of volume 1 of the presentation books, if 
von look at the eapprge of the page there, toward the right-hand side, 
the total number of direct hire technicians expected to be on duty 
overseas as of June a 1961. close of fiseal year 1961, ie 3311. 
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The contract technicians expected to be on duty as of the close of 
efiseal vear overseas is 1,417, for a total of 4,728 
Mr. Passman. Let us take the next column and get them all in there, 
we May. 

Mr. Grant. With respect to technicians? 





NONCONTRACT PARTICIPANTS 

























Mr. Passman. You have participants programed under the year, 
gncontract. 

Mr. Grant. The participants are the trainees, foreign trainees. 
Mr. Passman. They get paid, they get their expenses. 

Mr. Grant. We expect to program during the year 8,624 partici- 
nts out of noncontract funds, and 1,286 under contract funds. 








U.S. TECHNICIANS 


Mr. Passman. The trainees and technicians who will participate in 
e program in fiscal 1961 are estimated at 14,638 ; is that correct / 

Mr. Murprry. That is correct. 

Mr. Passwan. What is the U.S. technician cost total? 

Mr. Granr. Sir, if we divide the number of U.S. employed tech- 
ians in the funding for U.S. employed technicians, which is in 
esecond column from the left, which 1s $56,790,000, you have a fig- 
e of $17,900 approximately. 


Mr. Passwan. [ meant to ask how many U.S. technicians and total 











Reading these figures, just with the U.S. technicians now 
moll atacost of S56.790,000. 
Mr. Gran. That is right, sir. This is the cost to the U.S. Govern- 
nt. Oby iously, in addition to this there are certain other overhead 
sts. You recruit, for example. You have a pe srsonnel stall. 

Mr, Passman. It comes out of some other appropriation / 

Mr. Grant. Some other appropriation, but this is what is charged 
tothe field programs. 

Mr. Passman. This is like all other parts of this program. It 
stows. In 1958 you had 2,585. Now, you are projecting this into 
M1, 3.311, which would be an increase of 827. That is just U.S. 
‘hnicians alone: is that correct / 

Mr. Granr. I have not done the figuring. Sir, the figure I believe 
u used for 1958 included the defense support and spec ial assistance 

NNICLANS, The ‘re are some under those Cc ategories as well, 

Mr. Passwan. That made the increase even more, then ? 

Mr. Granr. It could; yes, sir. The total increase from June 30 
NS, to that scheduled for June 30, 1961, would be 751. 

Mr. Passman. You are taking your 1961 now over 1958? 

Mr. Granr. Subtr: acting 2.560 technicians from 3.311 direct-hire 
echnic li ins, I get tok 
Mr. Passman. All right. 
Mr. Gran r. There is a definite increase. 


. it would 
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CONTRACT TECHNICIANS 





Mr. Passman. The contract technician cost—give that to us, pleas 

Mr. Granv. Sir, on the contract technician cost we do not have i 
broken down. 

Mr. Passman. Will you break it down for us? 

Mr. Grant. We do not have it exactly because the figure you hay 
here that we provided in past years is contract technicians on duty a 
of the close of the year. As you know, the contracts, unlike direct. 
hire, have multiyear funding. 

Mr. Passman. Give us the cost the best way you can. 

(The information supplied follows :) 












The fiscal year 1961 technical cooperation request contains an estimated 
$25,444,000 to cover contract overhead and costs of contract technicians, est 
mated to number 1,417 at the close of the fiscal year. 





Mr. Passman. The figure for 1958 of 2,581 U.S. technicians, is ou 
of your last year’s justifications. Ses own cose will have to be 
reconciled, and not those of this committee. 

Mr. Grant. Sir, Lam informed the figures in the book we gave yo 
last year were in error. 

Mr. Passman. We shall recess until 2 o’clock. 















AFTERNOON SESSION 









Toran MSP PersonNNEL AND PARTICIPANTS 

















Mr. Passman. The committee will come to order. 
Mr. Murphy, what is the total number = personnel employed in the 
mutual security program, all phases of it, including military as we 
as the participants? What is the total satis of personnel involved 

Mr. Murrpny. We have estimated the personnel, Mr. Chairman, i: 
cluding the contract employment, at between 43,500 and 44,000 people 

Mr. Passman. Could we say between 43,500 and 44,000 employees 
in the total mutual security program ? 

Mr. Mureny. That is our estimate. Of course, you know it is @ 
estimate. It has to be. 

Mr. Passman. That would not include the trainees ? 

Mr. Murrny. No, sir. The participants are those that are set forth 
on page 

Mr. Passman. Just give us the total— 

Mr. Mvurrity. Page 20, for the current fiscal year—— 

Mr. Grant. 9,710. 

Mr. Murrny. 9,710, Mr. Grant tells me. . 

Mr. Passman. If the total employees should be 44,000, then 1 
would mean that the total number of employees and the gine 
would be 53,710, or if the figure should be 43,500, then it would b 
53,360 total participants and employees / 

Mr. Mcreny. Do you want me to verify that, Mr. Chairman ? 

Mr. Passman. Yes, if you will. 

Mr. Murrny. I get 53.210. 
Mr. Passman. 53,210. 
What is the noncontract cost ? 
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Mr. Mureuy. Mr. Grant just reminded me there are some partici- 
pants under other than technical cooperation, Mr, Chairman. Let 
me get those for you also because 1 know you want the complete an- 
swer. If we add in the participants for defense support and special 
assistance also, Mr. Chairman, it runs it up to 53,936. 

Mr. PassMAn. 53,936 personnel involved, employees and partici- 
pants ¢ 
Mr. Murreuy. Yes, sir. 

(Nore: Information supplied may be found in the appendix on p. 
2034. ) 

CONTRACT PARTICIPANT COSTS 


Mr, Passman. What is the contract cost ? 

Mr. Murreny. ‘Total contract cost ¢ 

Mr. PassmMan. For participants. 

Mr. Murruy. The contract cost for participants we cannot answer, 
Mr. Chairman. We have the total contract cost. 

Mr. Passman. Why can’t you give it to us for the participants ? 

Mr. Murruy. Some contracts include participants and others do 
not. 

Mr. Passman. But you are dealing with a personnel item in par- 
ticipants. Could you break it apart and put it in the record ? 

Mr. Mureny. We would have to take some 600-some-odd contracts 
that you mentioned this morning. 

Mr. Passwan. [think it was 676 

Mr. Murprry. Each one of dans would have to be analyzed to find 
out exactly how much is in there. 

Mr. Passman. As it deals with personnel, I think we should like to 
receive that information. 

(The information supplied follows :) 
_ The fiscal year 1961 technical cooperation request contains an estimated 
$9,901,000 for 1,286 participants planned to be financed under technical coopera- 
tion contracts. 


COST OF PARTICIPANT TRAINING 


Mr. Passman. Now, total cost of participant training. 

Mr. Granr. Sir, total technical cooperation participant training, 
honcontract, for fiscal year 1966 is $28,629,000, the figure shown on 
page 20 of volume I. 


NUMBER OF CONTRACTS AND UNIVERSITIES 


Mr. Passman. What is the number of contracts and the number of 
American universities and colleges ? 

Mr. Gran. Sir, the figure as of March 31 of interuniversity con- 
Iracts overseas totaled 104 with 50 colleges and universities in 30 
States and the District of Columbia. 

Mr. Passman. What is the estimated cost for fiscal year 1961 of the 
Universit y and college contracts 4 

Mr. Gran. We would have to supply this for the record, sir. I 
do not have the breakdown of that part of the $34 million shown 
for contract services for fiscal year 1961 for interuniversity con- 
tracts. 


Mr. Passman. Is it not estimated the costs will be $54.333.000 ? 
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Mr. Gran. Sir, that covers all contracts and would include a 
engineermge services contract for preliminary economie and feasibility 
surveys. 

Mr. Passman. It is still in the training program. Universities 
and colleges are institutions. It is not money that goes directly to 
the ICA personnel ; is it / 

Mr. Granr. As I understand it, your statement is correct, yes 
This does not goto ICA personnel. This is for contracts. 

Mr, Passman. It is for contracts with either universities, colleges 
or some ot the Institut ions we have clise ussed e arlier: is that correct! 


Mr. Grant. Yes, si 























Usp or Locan CurrRENCY AND CoUNTERPART FUNDS 








Mr. Passman. In addition to the $172 million requested for fisea 
vear 1961 for the bilateral technical aid program, are you anticipating 
the use of any local currency or counterpart funds in the program! 

Mr. Grant. Yes, sir. 

Mr. Passman. Would you give us the amount and the basis of con- 
version so we will know the equivalent in dollars ? 





LOCAL CURRENCIES 

















Mr. Gran. Sir, the geographic books carry under the blue sheets 
on the projects the local currene V cost that would be associated wit! 
these technical cooperation activities coming from the MSP unde 
Public Law 4s0. We will have to compute them from those books, 

Mr. Passman. Could you give us the approximate amount? That 
is part of the program and it serves the same purpose as dollars, other 
than it is additional dollars. Do you know anything about prior 
vears, and how much local currencies vou have used ? 

Mr. Grant. Well, sir, these are not necessarily—in fact the greate! 
part of these local currencies are not for technical cooperation pur 
poses. They are in association with it. If you had technical co 
operation dollars you would not be using them for these purposes bk 
cause these may be local currencies to engage in substantial econstru 
tion or other types of activities that are related to technical coopera: 
tion, but that we would not undertake with technical cooperation. 

Mr. Passman. The — was, In addition to the $172 million 
requested for fiscal year 1961 for the bilateral technical aid program, 
ure you anticipating the use of any local currency or counterpart 
funds? And you replied yes; so if we may deal i ifically wit 
the technical aid program, this part of it, the bilateral, or the appro- 
priation request under consideration, could you give us ie amount of 
local currencies that vou used in this endeavor for fiscal year 1959! 

Mr. Grant. We would have to provide this for the record. 

Mr. Passman. Do you have it for any year? 

Mr. Grant. Well, sir, we have it in the books. 

Mr. Passman. Iam speaking of the total. 

Mr. Grant. We have it for fiscal year 1961 but we do not have It 
recapitulated. 

Mr. Passman. Here is why we would be confused, and why it }3 
sie int that we take some time in establishing this for the le 

Mr. Grant. What page are you on, sir? 
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USE OF LOCAL CURRENCY IN THAILAND 


Mr. Passman. 324. Let’s go to the Far East and go to Thailand. 
You show here power service and training, obliga tions through June 
), 1959, $2,127,000, and im fiscal year 1960, $244,000; penpones In 
foal vear 1961, $219,000: and local currence y contribution for fiscal 
rey alone, was $627,000, which is about 18 percent of the ae cost 

| proposed for fiscal year 1961. If that is a fair example, then, 

his appropriation i re: ality would be in the neighborhood of $230 
illion if you have that same percentage applying. As you cannot 
lus how much you are going to spend in local currencies, we will 
ave to take it out of your own records, and use our own multiplica- 

.toarrive at the total. 

Would you try to get that information for us so that it may go 

the record at this point g 
Miss Granpy. I can explain the Thailand project, Mr. Chairman. 
The $627,000 of local currency is a cumulative figure from the be- 
cnuning through 1960, 

Mr. Passman. Correction, then “through.” On that same project 

here since 1959 you had spent $2,127,000, in 1960 you spent $244,000 ¢ 

Miss Gransy. Through 1959 we had obligated $2,127,000. In 1960 

ve programed for ‘ob ligation $244,000. 
Passman. But you had local currency. On the same project, 
mical cooperation project No. 22 187, you had also spent $627,000 

n local currency ¢ 

Miss Granpy. We had either obligated or committed the use of the 
local currency for this project. 

Mr. Passman. You had obligated that amount of local currency / 

Miss Granpy. Yes, sir, but that is not an added technical cooperation 
st. The local currency is derived from imports into Thailand 
nder the de fense support program. 

Vr PassMAN. If it is not a cost of the progr am, why is it in here? 
Are you getting that in addition to the dollars ? 

Miss Granpy. We are getting it under another program, 

Mr. Passwan. What the committee is trying to find out, you have 
spent $627,000 in local currencies in addition to the cash that you 
spent. Would that be a correct cohen ¢ 

Miss Granspy. No, sir, that is Thailand’s money. 

Mr. Passman. That is exactly what I am talking about, Thailand. 
Where did Thailand get the local currence y! 

Miss Granpy. If we provide the financing for imports, let’s say of 
étroleum into Thailand—— 

_Mr. Passaran. Is it a mutual security fund that was generated under 
Public Law 480? 

Miss Granpy. Public Law 480 isa very small amount for Thailand. 
lor reasons Which we shall be pleased to explain at another session if 
youl wish. For the most part, the local currency available for use 

Thailand is derived from counterpart funds. These counterpart 

(ls come into existence as follows: 

Under the defense support program, we finance imports of certain 
commodities for Thailand. 

Mr. Passman. Weare familiar with that. 
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Miss Granny. And when they are sold in Thailand, we get the 
equivalent of the sales proce eds in Thailand currency. 

Mr. Passman. The $627,000 in local currency belonged to the 
United States: did it not ? 

Miss Granny. No, sir. It is counterpart that in reality belongs to 
the country but we have considerable to say about the uses. 

Mr. Passman. Does this ea al currency belong to the United States? 


Mr. Murrny. No, Mr. Chairman. Counterpart is owned by the 
other lege 
Mr. Passman. I did not necessarily limit that to counterpart. I 


said the use of any local currency or counterpart funds. 

Mr. Merri. IT had the impression this was counterpart you were 
talking about. 

Mr. Passman. We are going to go back and start all over again, 
Let’s pretend that we have the rest of our lives to consider this bill. 
Let’s go to project No. 22-187. It is a power service and training 
project under the iceaieal aid program. It will be found on page 
324 of the 1961 justifications, and in thousands of dollars, in equip- 
ment, obligations through June 30, 1959, amounted to $2,127,000; 
obligations for fiscal vear 1960 were $244,000: proposed obligations 
for fiscal year 1961 are $219,000. Am I correct thus far in my enu- 
meration of these figures ? 

Mr. Murrny. Yes, sir; you are. 

Mr. Passman. Let’s move on over. The caption says, “Local cur- 
reney contribution, MSP-generated and Public Law 480, estimated 
cumulative obligation or commitments through fiscal year 1960,” 
627.000. . . 

Does the $627,000 belong to the United States ? 

Miss Granny. No, sir. 

Mr. Murrnuy. The answer is it does not. Mr. Chairman, because it 
is MSP counterpart in this instance. 

Mr. Passman. How about the Public Law 480 local currency part 
of it? 

Mr. Murrny. The Public Law 480 local currency in this instance 
does not apply but if it were—— 

Mr. Passman. Why did you put it in the book ? 

Mr. Murrny. We have to have a standard t: able to meet all the re- 
quirements of all the projects. If you will notice the column labels 
it as “Obligation or Committed.” In the case of counterpart it is 
committed because Uncle Sam does not own the counterpart. He 
does own Public Law 480 local currency generations. 

Mr. Passman. Could the gentleman state definitely that none of 
the $627,000 is from Publie Law 480? 

Miss Granpy. Yes, sir, it is not. 

Mr. Murrny. I cannot, but Miss Granby, who is the authority in 
this area, says it is not, Mr. Chairman. 

Mr. Passman. How would you expect this committee to under- 
st: — your tables if you st: ate here, “Local e urrency contr ibution MSP 

enerated and Public Law 480,” and you put it down $627,000? 

ion Granny. Mr. Chairman, in another book which we have pre- 
pared on a regional basis we have used a slightly different format 
because we had a little more space on the page. 
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Mr. Passman. Do you think the committee could understand this? 

Miss Gransy. If I may finish my statement, sir, in that book we 
show separately counterpart and Public Law 480. The $627,000 figure 
is counte rpart. 

Mr. Passman. Do you think the committee could understand by 
reading this or would we gain this impression 4 

Miss Gransy. Frankly, sir, if we put a caption on a column that 
reads counterpart and Public Law 480, it would be difficult to know 
which one it is. 


ESTIMATED LOCAL CURRENCY PROGRAM COST IN 1961 


Mr. Passman. You concur it would be difficult for the committee 
members to understand it. We do not understand it. Let’s go back 
to the original question: What has been the total amount of locally 
owned American currency spent for technical aid for fiscal year 1960 4 

Mr. Grant. Sir, we would have to provide this for ne record. 

Mr. Passman. All right. And what is anticipated or estimated to 
be spent for fiscal year 1961 likewise ¢ 

Mr. Grant. This is available in the presentation books but not in 
recapitulated form. Therefore, we would have to submit it. 

(The information supplied follows :) 

Local currencies which are derived from other programs are on occasion 
committed or obligated to activities associated with technical cooperation proj- 
ects. Such currencies may be owned by a host country as when they are coun- 
terpart accruing under the mutual security program or they may be United 
States-owned as when accruing from sales under title I of Public Law 480. 


Estimated commitments or obligations of local currencies associated with technical 
cooper ration projects for fiscal year 1960 and ji cal year 1961 


{In millions of dollars] 


} | vear Fiseal vear 
1 YOU 1961 

Mutual security program ! bs Pn 5 a P ones) $214. 5 $148.3 
I ae sie chitusa seomsiactkcattaesscstacorb Sic apecseas desea 329. 1 387. 6 

‘Includes counterpart and also some U.S.-owned currencies accruingunder sec. 402 of Mutual Se- 
curity Act as amended. This also includes some local currencies accruing under food relief legislation such 
s Public Law 77 and title Il of Public Law 480 

? Principally local currencies made available under sec. 104(g) of title I Public Law 480 


In considering the total magnitude of financing of technical cooperation pro- 
grams, it should be recognized that the above local currency amounts cannot be 
dded to the dollar program figures since this would constitute double counting. 


INCLUSION OF U.S.-OWNED LOCAL CURRENCY IN TOTAL COST 


Mr. Passman. Then it is true that to arrive at the total cost of the 
bilateral technical aid program for any fiscal year we would have to 
add the value of the local currency to the money request. Is that a 
statement of fact ? 

Mr. Grant. Well, sir, the iocal currency that is shown—— 

Mr. Passman. Speaking about U.S.-owned local currency. 











Mr. Grant. Local currency that is shown on these project sheets~ 
the U.S. owned loc al currenc Vy Lhe lV be for t “aupits al COSt O f the ] oO 
ect—would be for purposes for which we _ | not be using tee aca 
assistance funds out of the dollar ap propriation, 

Mr. Passman. Let’s get this answer first. You stated for the re 
ord that you were using’ U.S.-owned local currencies in fiscal yea 
1960, and we presume every year, but we are dealing with fiscal] veay 
1960 and fiseal year 1961, so whether it is $2 or S82 billion, whatevey 


amount of U.S.-owned local curreney that you spend in the bilateral * 


technical ald program, we would have to add the dollar awMount 
the S172 million cash request to get the total? 

Mr. Murrny. Would it not also follow, Mr. Chairman, that yo 
would have to subtract it, then, from the defense support appropria 
tion, which would finance it in the first place, or the Public Law 48 
appropriations, because if you did not vou would certainly end wy 
with double counting. In other words, if we put out $700 million 
worth of defense support and in the process generate local currency 
and you add that local currency to the technical cooperation program 
and then you add the defense support back on, you have got the sam 
dollars in there twice. 

Mr. Gary. Will the gentleman yield? 

Mr. Murreny. If you add it in one you have to subtract it fron 
another. 

Mr. Gary. Don't you have to buy those local funds from. the 
Treasury ? 

Mr. Mureny. Only if they are used for what we call U.S. uses, 
Mr. Crary. 

Mr. Passman. Not for local uses. 

Mr. Murrny. If they are U.S.-owned currencies and are used for| 
assistance to another country, they are exempt from section 1415. | 


COUNTERPART FUNDS 


Counterpart funds, which are not U.S. owned, are not subject te 
purchase either, because they are for use in — the country. 

Mr. Gary. So far as the counterpart funds are concerned, they be- 
long to the other country. The other country can spend them, but 
they have to have U.S. approv: al? 

Mr. Murrny. That is exactly right. 

Mr. Gary. The only control the United States has over counte rpart 
funds is the ap ig au] of the expenditures of the funds, except there Is 
a smal] part of the unds, 5 or 10 percent, which is it 7 

Mr. Murrrry. It ia from country to country. 

Mr. Gary. A small part of the funds of around 5 to 10 percent the 
U.S. Government has the right to direct expenditure. 

Mr. Murriy. And on those, any usage must be paid for from the 
appropriation which is voing to a from their use. That is. the 
U.S. Treasury must be paid for i 

Mr. Gary. In other words, vou must use the dollars that we appro- 
priate here to purchase that part of the funds? 

Mr. Murrny. That is exactly right. 

Mr. Passman. That eould be a ve rv sink all pe gn we of the total? 

Mr. Meurrny. Yes. sir. It varies from 5 to ) percent depending | 
on which country you are talking about. 








ea 

eat 
Vey 
Tall 


to 


Von 
am 
v1 a 
LS\ 
0 
lon! 


Lm, | 
me} 































1371 


Mr. Passman. If we may go back, let’s deal specifically with the 


; over all program. 


You stated that local currency would be spent and had been spent 

Mr. Murrny. That is right. 

Mr. Passman. It is estimated it will be spent in fiscal year 1961. 
You are, however, asking for 172 millions of dollars. Let’s deal with 
the overall program. The President asked for a cash appropriation 
of S4.175 million, to be available for obligation and or expenditure 
in the 1961 fiseal year. In addition thereto, the U.S. Treasury owned 
approx imate ly S21 5 billion in local currencies of m: WV I ations of the 
world. A e@ood part of that could be spent back in those nations dur- 
ing fiscal year 1961, could it not 4 

Mr. Murruy. Yes, sir. 

Mr. Passmaw. That would be in addition to the $4,175 million? 

Mr. Murriry. Yes, sir. 

Mr. Passman. So if we cannot deal specifically, we shall deal with 
the overall, 


USE OF PRINTED MATERIAL IN LOW LITERACY COUNTRIES 


Now, on page 6 you state that less tha » pereent of the adult pop- 
ulation in the unde rdeve loped nations can read or write, and that their 
average share of the GNP is under $100 a year. Further, you state 
that these same people are learning of their underdevelopment through 
ne ee radio, international travel, et cetera. Would you com- 
ment briefly on the apparent inconsistency of the two statements? 

Mr. Gran. Well, sir, the inconsistency that you see here, as I 
understand it, is that these people, a ‘ large part of them, cannot read 
or write: how can they be influer cad by ne wspapers / 

Mr. Passaran. Newspapers, books, magazines, motion pictures, 

Mr. Granr. Obviously with such things as motion pictures and 
radio and by travel, this is not de pendent on the ir literacy. 

Mr. Passman. How do they do so much traveling if they have so 
little money, and are so underdeve loped ! ¢ 


Mr. Grant. Obviously the travel of the majority is quite limited, 
but the less than 25 pereent that do read and write serve as a distri- 
bution point fo. Nady people who e¢: agp rena or W rite. You 2%) TO 
a village and the two or three peop le y ho ¢ an read al a WV rite con 


muniente with the village as a whole. 












ASSISTANCE IN ESTABLISHING LOCAL DEVELOPMENT BANKS 











Mr. Passman. On page 5 vou state that techmieal cooperation pro- 
jects have assisted in establishing local development banks, llow 
Many such banks have been brought into being’ by the technical 
operation educational program ¢ , 

Mr. Granr. Where is this, sir 

Mr. Passwan. On page s, the third paragraph. 

Mr. GRANT. | would have to provide the exact number for the 
record, | personally have observed and participated in the direction 
of technieal cooperation projects that have brought about this result. 

Mr. Passman. What if you find some of your competing bureaus 
take the same credit? Would you like to engage in a debate with 
them and determine who actually brought about the establishment of 












these local development banks? Another 
brought about the establishment of these local development banks. 


Mr. Granv. Sir, I think the term is proper that we have assisted 
in establishing them. 


Mr. Passman. How did you assist? But, 
know how many such banks you have assisted in establishing ¢ 

Mr. Granv. The exact number I will have to insert in the record. 

Mr. Passman. How many have you established on your own with- 
out the other competing agencies ¢ 

Mr. Grant. Quite a number. 

Mr. Passman. What is the number? 

Mr. Grant. That will have to be supplied for the record. 

Mr. Passman. Do you know the amount of the capital of these local 
banks, and from where they got the capital 4 

Mr. Grant. The exact amount and exact source you would have to 
co to the banks to get that information. 

Mr. Pass AN. 
just ifications ? 


first we should like to 


These, then, are just general statements to fill up the 
For you to have in the justifications a general state- 
ment that you have assisted in establishing local development banks 

does not mean a thing unless you can tell us how many you assisted, 
how many you assisted with other competing agencies, how many you 
assisted on your own, and the situation as to the capital. 

Mr. Grant. We can provide that for the record. 

Mr. Passman. I know, but you know very well that if we do not 
clear it up as we go along many times it is never cleared up. 

Mr. Grant. This has been done in dozens of countries. 

Mr. Passman. In how many countries have you assisted in estab- 
lishing local development banks? 

Mr. Granr. The exact number will have to be inserted in the record. 
We have done such in India, Turkey, and Austria. 

Mr. PassmMan. 


Does anyone here know about how much assistance 
vou have given in the establishment of local development banks? 
(The following information was supplied later :) 
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CEYLON INSTITUTE OF SCIENTIFIC AND INDUSTRIAL RESEARCH 


Mr. Grant. I will give you an example mentioned on page 3, the 
establishment of productivi ity centers in development banks. When I 
was posted } in ¢ ‘eylon we assisted 1 in thee Xx pansion of the ¢ ‘eylon Insti 
tute of Scientific and Industrial Research. which was designed to pro- 
vide engin eering services and the research and productivity help to 
priv: ate entrepreneurs in Ceylon. And there was a local development 
bank in Ceylon and the ap yplic ations that went to the local develop- 
ment bank were sent to the CISIR for review and screening and 
possible help in the development of the project. 

Mr. Passman. How many people do you have assisting in the de- 
velopment of that project in Ceylon 4 

Mr. Grant. My recollection is there were three full-time personnel 
provided under contract to assist the CISITR in 1959, 

Mr. Passman. Where did they get their capital 

Mr. Grant. In the case of the productivity center the funding came 
out of a governmental grant and out of the fees that they charged for 
their services and it is “designed ultimately to be self-sustaining. 

Mr. Passman. If it came out of a Government grant, how did thi 
technical aid progr wun get mit? The grant was not predicated on the 
technical cooperation people establishing a local development bank ? 

Mr. Grant. In Ceylon our assistance was in the form of people 
assigned to the productivi ity center. 

Mr. Passman. Did you assign the people prior to or after the 
orant ¢ 

ESTABLISHMENT OF ICICI IN INDIA 


Mr. Grant. In the case where the expansion took place it was after 
the initial grant. In India, where we assisted in the establishtment of 
the ICICI, which was a local major development bank, there was a 
provision of the equivalent of approximately $15 million in counter- 
part in India made in addition to our advice and assistance in getting 
the bank established. 

Mr. Passman. What counterpart? United St: wy owned ? 

Mr. Grant. No, this was proceeds of the Indian Government from 
imports under the program. 

Mr. Passman. It belonged to India? 

Mr. Grant. Yes 

Mr. Passwan. It does not appear as if we had much to do with it if 
it was their money already. 


USE OF LOCAL CURRENCIES UNDER PUBLIC LAW 480 FOR ESTABLISHMENT OF 
LOCAL BANKS 


Are you familiar with the program under the ICA making loans of 
local currency out of the accumulation under Public Law 480 to these 
development banks throughout certain parts of the world ¢ 

Mr. Grant. I am not familiar in detail on these loans. 

Mr. Passman. It istrue that ICA is making loans out of the accumu- 
lation of local currence vy under Public Law 480 for the establishment 
of ge local development banks in certain nations? 

Mr. Grant. I understand Public Law 480 currencies have been 
available to such development banks. 
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Mr. PassmMan. How many banks financed by U.S.-owned Public 
Law 480 funds have been established ? 

Mr. Grant. That would have to be provided for the record. (The 
information supplied may be found on p. 1373.) 


TECHNICAL ASSISTANCE STUDY GROUP 


Mr. Passman. I note, on page 9, under the “Inter-regional pro- 
gram,” that the estimate— 
includes funds for the broad study of technical cooperation begun this year and 
for the initiation of a continuing research and development program to further 
our practical operating knowledge of development in the underdeveloped coun- 
tries in specific fields such as health and education. 

Would you comment on the broad study of technical cooperation 
begun this year ? 

Mr. Grant. Yes, sir. The broad study is the one referred to in the 
testimony last week to make a broad assessment of the effectiveness 
of the technical cooperation program and for recommendations for 
improving its effectiveness. 


EXPENDITURES TO DATE 


Mr. Passman. How much has been spent to date on this broad study 
of technical cooperation ¢ 

Mr. Grant. As was indicated at that time, the study is just begun. 
I believe I referred to it in my statement. 

Mr. Passman. What we want to know is how much money you have 
spent on it so far. 

Mr. Grant. Perhaps Mr. Tennant can answer that. 

Mr. Tennant. I do not have that information. 

Mr. Passman. You have spent some money on the project? 

Mr. Grant. Yes, sir. 

Mr. Passman. That is what we referred to this morning. This is 
just another egg being hatched, and what it will turn out to be we do 
not know until it breaks out of the shell. We do not know what will 
come out of this broad study. 

Will vou insert in the record what the broad study has cost thus far? 

Mr. Grant. Yes, sir. 

(The information follows :) 


$40,517.86 has been spent for the technical assistance study group, as of March 
31, 1960. 


STUDY AIMS 


Mr. Passman. How long is this study to continue 4 

Mr. Grant. As I believe I stated in my earlier tes timony, it is 
estimated to take approximately 1 year after the director of the study 
has been appointed. The intention of this study is how do we get 
even greater effectiveness out of our technical cooper: ition funds. 

Mr. Passman. Now you are investigating each other; is that what 
it amounts to 

Mr. Grant. Well, sir, we honestly believe that this program can be 
improved and that. is he we are seeking this study. This was not 
prompted by outside groups. It is our honest feeling that after 10 
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years of technical cooperation we ought to take a en hard look at 
what we have done, and I would have expected you, sir, to have wel- 
comed this particular study. 

Mr. Passman. I certainly do. In effect, you are studying your 
own operation. What we are trying to arrive at is what the cost of 
the study will be and what you are investigating in the study. 

Mr. Grant. We are investigating the technical cooperation pro- 
gram. 

: COST OF STUDY 


The figure for fiscal year 1961 is $126,160, and we estimate that 
something less than $100,000 will be spend on this study. 


EMPLOY MENT 


Mr. Passman. How many people are you employing to do the in- 
vestigating / 

Mr. Grant. There is to be a staff of 12, sir. 

Mr. Passman. And you are doing your investigating out of your 
own organization; are you? 

Mr. Grant. Sir, we are seeking a director for the study who comes 
from outside the executive branch, a director and deputy director who 
come from outside the executive branch. 

Mr. Passman. That brings to mind another 12 people we discussed 
last week. It is not going to be something like that; is it? Are you 
going to recruit these people from within your own organization, 
ther than the one outside man ? 

Mr. Grant. The intention is to have two of the full-time staff come 
from outside, the director and the deputy director. 

Mr. Passman. They will be from outside. 

Mr. Grant. They will be from outside. There may be some short- 
term consultants. And the other more junior staff assistants would 
be selected, I presume, from within the executive branch. This will 
cost, on a per capita basis, far less than the GAIT contract. 

Mr. Passman. Do you think that investigation will be so far-reach- 
ing and so revealing that perhaps you could suspend this program 
until you complete that survey ? 

Mr. Gran. Sir, as you know, we are requesting for this program 
less money than we requested for this program last year of Congress. 


STATEMENT IN WALL STREET JOURNAL ON EXCESS APPROPRIATIONS 
REQUEST 


Mr. Passman. Are you familiar with the statement in the Wall 
Street. Journal to the effect that some person from the State Depart- 
ment was quoted as saying they would request an amount in excess 
of their needs so that when Congress made the cut they still would 


have enough ? 

Mr. Grant. [have heard you refer to it, 

Mr. Passman. I shall let you see that ie p Ing beet ause we are still 
trying to find out who said that. We know that 1p rior years you 


have requested more than you needed, and even after a cut you still 
finished the year with an unobligated balance. 

Mr. Grant. Sir, in my position in the agency T conduct a review of 
ull the ICA programs that are before you. “These, in many areas, 
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were reduced subst: intially before they went up to Mr. Dillon and 
the President. and technical cooper: ition was one of these. In my 
personal opmion, based upon review by my stat! and others in the 
agency, and with the able assistance of our controller and others, this 
is an honest statement of requirements. 1 personally welcome partici- 
pating in this kind of a hearing because I think it raises certain points 
that I may not have thought of myself in the review of these pro- 
orams. 

Mr. Passman. I might state, Mr. Grant, that it would be very 
interesting reading if you went back to prior years’ hearings, 2 years 
ago in particular, The question was asked by me. “Did the Bureau 
of the Budget ceive vou the amount you reques ted?” The answer, 
by Mr. Murphy, was, “Yes, sir.” J believe the same was true for 
1959. Immediate ly after that the Bureau began making reductions in 
the amount requested. It may have been a coincidence, but you had 
been getting everything you requested, and after that inquiry the 
Bureau of the Budget beean reduc) Ing you a little. ] wouk l not be 
vain enough to believe my inquiry had anything to do with it, but 
when we read that record, tovether with some of the statements we 
see In the papers, we get confused. 


ALLOTMENT FOR TUNISIAN BANK 


On page 17, I note that ICA created a special revolving loan fund 
in the Tunisian Bank by the iets of $3 million in local eurreney 
which has been generated by the sale of U.S. surplus agricultural 
commodities. Did the $3 million belong to the United States? 

Mr. Grant. Yes, sir. 

Mr. Passmawn. Is this a baby Development Loan Fund bank, one 
of the branch banks of the Development Loan Fund ¢ 

Mr. Grant. Sir, this is a development bank created for Tunisia. 
It is possible the DLF might, out of its resources, make an additional 
loan to it. No loan has been made by DLF. 

Mr. PAssmMAN. This is Ihnost interesting. We are setting up special 
revolving loan funds in a Tunisian bank by the allotment of $3 mil- 
lion in local curreney which has been generated by the sale of U.S. 
surplus agricultural commodities. We eg mage this special revolving 
loan fund out of local eurrencies owned by the United States. Is 
that not in effect competing with the Development Loan Fund, 
you are setting up banks and they are setting up banks? 

Mr. Granv. Sir, these proceeds came out of the special assistance 
program for Tunisia and this was done in accordance with the ob- 
Jectives of the special assistance program. 

Mr. Passman. But you are setting up a bank with currencies be- 
longing tothe United States out of the technical aid funds? 

Mr. Grant. This is in local currency. This is not $3 million of 
foreion exchange to be used for foreion exchange purposes. 

Mr. Passman. But the $3 million in local currencies actually be- 
longed to the United States? . 

Mr. Grant. Yes. 

Mr. Passman. And you used that to establish a revolving loan fund 
in a Tunisian bank ? 
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TC AND SPECIAL ASSISTANCE UTILIZED 


Mr. Grant. Yes, sir. This was an example, sir, of technical advice 
for the bank under technical cooperation and the capital came from 
special assistance. 

Mir. Passman. Gentlemen, do you not agree this is farfetched, our 
setting’ up banks out of the technical aid fund? I did not know you 
had authority under the law to set up banks out of the technical aid 
program. 

Mr. Grant. The $3 million is not out of the technical aid program. 
We have used technical assistance to advise the Tunisians on how to 
set up a bank. 

Mr. Passman. You say in your justifications that a special revolv- 
ne fund was established under the administration of a ne wly created 
Tunisian bank and was allotted the local currency equivalent of $3 
million generated by the sale of U.S. surplus agricultural commoditie S. 

Mr. Gran. Special assistance money was made available to help 
in the start of the operations of the bank, and not technical coopera- 
tion funds. 

Mr. Passman. But is it not true that this recommendation came 
from, or was made by and put into effect through, the technical co- 
operation personnel 

Mr. Granr. I would presume the Government of Tunisia requested 
assistance in the establishment of a development bank and that we 
Pro ided them with technical cooperation and we also prov ided them 
with capital, 

Mr. Passman. That was under the auspices of the technical aid } 
uleral program 4 

Mr. Grant. Lwillask Mr. Sause to answer that. 

Mr. Sausr. At the time we were discussing with the Tunisian 
Government the most efficacious uses of counterpart, the Tunisian 
(Government agreed one use would be the establishment of an indus 

trial development bank to help small industry in Tunisia. Simulta- 
heously they requested our assistance in the form of technical advisers 
for the bank through the technic al cooperation program. 


BANKS FINANCED BY U.S.-OWNED LOCAL CURRENCIES 


Mr. Passman. How many such banks financed by U.S.-owned local 
currencies are in operation now 4 

Mr. Granr. We will have to provide that for the record. 

Mir. Passman. Would you say there are several ? 

Mr. Grant. Financed in part by U.S.-owned local currencies; yes, 
several, 

Mr. Passman. U — the bilateral special assistance, and so on / 

Mr. Grant. Yes, si 

(The information lenin may be found on p. 1373.) 

Mr. Gary. Will the gentleman yield / 

Mr. Passman. Surely. 

Mr. Gary. The $3 million you referred to as capit: e in this bank, 
were they counterpart funds or U.S. owned local currenc 


Mr. Passman. He said definitely U.S. owned. 
93909-—60—pt. 2 6 
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Mr. Grant. This was U.S. owned because, as you remember, under 
section 402 of the Mutual Security Act it says a minimum of $175 
million of the mutual security request for any particular year must 
be used in the sale of U.S. surplus agricultur: al commodities. Since 
these funds were generated by the sale of U.S. surplus agricultural 
commodities, the title to the funds remained in the United States. 

Mr. Gary. That was Public Law 480? 

Mr. Grant. No, this was section 402 of the Mutual Security Act. 
The difference between that and Public Law 480 is that this does not 
have to be in excess of their norma] markets. 

Mr. Gary. The entire $3 million was local currencies 

Mr. Grant. Yes, 

Mr. Passman. But it was entirely U.S.-owned ? 

Mr. Grant. Yes. 

Mr. Passman. And you do have several similar operations in the 
making or in effect ? 


LOCAL CURRENCY AND COUNTERPART FUNDS 


Mr. Sause. I misinformed Mr. Grant. This was counterpart. 

Mr. Forp. This is counterpart / 

Mr. Gary. All we had to do on that was to approve it. 

Mr. Passman. Mr. Gary, we have a lot of others. This is just one 
into which we are getting. There are a lot of these little banks. They 
say, on page 8, they are going into it, and we are now merely getting 
into the record as to how m: uny of these smal] banks have been set up. 

Mr. Gary. The situation, as I understand it, is you have several 
different local currency funds. You first have the counterpart funds. 
In the case of the counterpart funds they belong to the locality and 
we merely have the right to approve how it is used. The Public Law 
180 funds belong to the United States and we can use them as we see 
fit. You mentioned a moment ago a third category which are similar 
to Public Law 480 funds but do not come under the Public Law 480 
law. 

Mr. Granvr. That is right. There is one distinction. The local 
currency generated from section 402 sales must be used for the pur- 
poses of the Mutual Secur ity Act. 

Mr. Passman. We do not have the right to spend our own U.S.- 
owned local currency where we prefer. Is that correct ? 


SALES AGREEMENTS UNDER PUBLIC LAW 480 


Mr. Murreny. That is right, Mr. Chairman. For example, under 
Public Law 480 when we negotiate a sales agreement—say we will 
sell 50,000 bushels of wheat—the other country in the negotiation in- 
sists on having pa down exactly what will be done with the local 
currency proceeds in broad terms: how much will be used in assist: 
ance to them and ce much will be used for U.S. uses. This is set 
out in the sales agreement. We would not have sales agreements If 
we did not agree in general terms on what would be done with the 
proceeds. . 

The sales agreement will say, for example, that 60 percent of the 
proceeds will be used for loans for economic development in the coun- 
try. It does not say precisely what loans. Or it says 20 percent will 
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be grants for economic development in the country, or 40 percent will 
be used for local salaries, and so forth. Later specific projects are 
negotiated. 

Mr. Passman. We do own considerable local currencies that we 
cannot convert into dollars and we cannot spend in the country at 


this time? 


Mr. Murrnuy. Certainly we cannot convert to dollars. Whether 
we can spend it in the country, are you talking about our physical 
inability to spend it? 

Mr. Passman. I am talking about the agreement with the country. 
Let us take under the Development Loan Fund. You cannot use the 
local currency in any other country nor can you spend it in their own 
country ¢ 

Mr. Murruy. Under the Development Loan Fund we can spend 
it in the country. 

This qualification is generally true on U.S.-owned local currency, 
but not under the Development Loan Fund. 

Mr. Passman. Is it true you cannot convert to dollars or spend 
in any other country ? 

Mr. Mureny. Except by permission of the country. 


SPECIAL REVOLVING FUND FOR TUNISIAN BANK 


Mr. Passman. On page 47, you refer to the bank submitting an 
application to cover subsequent loans. Just what do you mean by 
that? Isthat the Tunisian Bank ? 

Mr. Grant. Yes. I might say that I think this particular project 
illustrates some of our difficulties with a strictly functional approach 
as compared to our geographical approach. Each has advantages and 
disadvantages. Tere is a case of a highly important project that will 
do a ereat cle al to get the pr ivate sector of Tunisia going. This is the 
first commercial bank that makes this kind of loan and over the first 
) years you might say our funds represent seed capital and, as the 
statement says on page 47, the hope is there will be a total investment 
of $75 million over 5 years resulting from the establishment of this 
bank, of which a large percentage will be investment from the 
Tunisian side. 

Mr. Passman. Mr. Grant, I believe we have heard it said that from 
little acorns great oaks grow. This is not merely Tunisia. You are 
planning to expand it. Reading from your statement on page 17, you 
say: 

A special revolving fund was established in 1958 under the administration of 
a newly created Tunisian bank and was allotted the local currency equivalent of 
$3 million generated by sale of U.S. surplus agricultural commodities. 

All we can do when we read that is try to find out how many of the 
agencies will have little banks, and how m: ny such banks exist or are 
proposed. 


Mr. Forp. Will the gentleman yield ? 


LOANS MADE BY TUNISIAN DEVELOPMENT BANK 


On page 147, Mr. Grant, reference is made to 45 loans totaling al- 
most $3 million that have been made since 1959. . ould it be possible 
to list the kind of proje ‘ts that were financed | these loans?’ You 











probably do not have it here. but | think it would be beneficial for the L 
record to have such material in the record. 
Mr. GRANT. ‘ es, SIT. We shall pro ide that for the record. 


Mr. Forp. Both the projects involved and tl 
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Tunisienne de Banque). This first wholly Tunisian-owned commercial bank be 
gan in 195S after the Tunisian Government and local industrial and commercial 
sroups joined in the original capitalization of $950,000. Shortly afterward, §3 
illion in counterpart was released to establish a special revolving fund for in- 
dustrial development loans The fund is now completely at work in loans to te 
the 53 borrowers (the total has increased since the preparation of the congres- 
sional presentation ) listed below 
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LISTINGS AND CAPITAL OF DEVELOPMENT BANKS 
4 } ° 2° 9 . > . Rie ‘ , ‘ = . 
Mr. Chairman, did I understand you to ask for a list of banks such 
as this 4 
Mr. PASSMAN. Now 1h operation anc proposed to be opened with 
| ‘ Bore ; 
i | .-OW ned local currencies providing the capital. 


Mir. Forp. What would be wrong with having all such lending in- 
stitutions listed with the scope of the capital with which they are 
operating ¢ 

Mr. PASSMAN, That information would he welcomed. 
Phe information supplied het be found on }). 1373.) 


SOURCE OF COUNTERPART FUNDING FOR TUNISIAN BANK 


Mr. Anprews. Will the gentleman yield 4 
Mr. Grant, you sav this $3 million in the Tunisian case was counter- 
part. funds? 
\t Mr. Grant. Yes, sir. 

Mr. Anprews. How did we acquire those funds ? 

Mr. Grant. Mr. Sause will reply to that question, sir. 

Mr. Sacse. The reason that Mr. Grant emphasized the sale of sur- 
plus agricultural commodities in the first place is because these funds 
arose as a result of a triangular sale of surplus agricultural com- 
modities to countries in Kurope. We received Kuropean local cur- 
rencies and transferred them to Tunisia, in exchange for which the 
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Tunisians put up counterpart in an equivalent amount. That is how 
the $3 million originated. 

Mr. Anprews. That was kind of an unusual deal, was it not? 

Mr. Murruy. We have had to resort to triangular transactions in 

recent years with more frequency, the reason being that section 402 

has been in the Mutual Security Act for some years, and it previously 
required substantially more than the present $175 million. Section 
402 now provides that of the funds appropriated under the Mutual 
Security Act, $175 million may be used only for the financing of the 
sale of U.S. surplus agricultural commodities. 

In years gone by when the program was operating in Europe more 
than it is today, direct sales were the rule and it was not necessary to 
resort, to triangular sales. As the program has shifted it has been 
necessary—and we have been quite plain about this, as a matter of 
fact, the administration tried to get the $175 million reduced because 
in order to reach the $175 million, it has been necessary to have not 
only direct sales but sales to third countries. This has run from $30 
million to $50 million of the $175 million we have to use. 

Mr. Passman. This $3 million of counterpart funds in Tunisia 
does represent $3 million of the American taxpayers’ money ? 

Mr. Mvurriry. That is right. We sold surplus agricultural com- 
modities probably to France or Germany and they paid us in loc ‘al 
currency; we used that local currency for assistance to Tunisia, and 
they had to deposit the Tunisian equivalent in counterpart. 

Mr. Gary. Was this $3 million of the American taxpayers’ money 


invested originally in surplus agricultural commodities of the U nited 
States / 


Mr. Murrny. Yes. 

Mr. Gary. If we had not used that $3 million for that we would 
have a greater surplus than we have today 4 

Mr. Mvrruy. I think that is a reasonable presumption. 

Mr. Passman. But if we had not given the $3 million we would 
still have $3 million of commodities on hand ? 

Mr. Mureny. And our storage bill would be greater than it is 
today. 

Mr. Passman. If giving money away is what we need to get pros- 
perity, let us double the amount we give away and have some real 
prosperity. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Passman. Yes. 


ELIMINATION OF DUPLICATE BANKS 


Mr. Ruopes. I have this question: The Development Loan Fund 
does have banks that are very much like these. I recognize the fact 
the Development Loan Fund loans in dollars and this bank deals in 
local currencies, but would it not be smarter, instead of having dupli- 
cate banks set up, to have one bank you can make two loans to this 
bank; one in local currency and one in dollars / 

Mr. Murrny. I think we have loans like that and T think your 
point is well taken. I think when this list is prepared I will be sur- 
prised if there are not examples like that on the list. 

Mr. Gary. Will the gentleman yield ? 
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OWNERSHIP OF TUNISIAN AND OTHER DEVELOPMENT BANKS 


This Tunisian Bank we have been talking about and these other 
banks being organized do not belong to the United States. To whom 
do they belong ¢ 

Mr. Grant. These banks, sir, may be either public or private cor- 
porations. They are not owned by the United States, obviously. 
They are owned by nationals. 

Mr. Gary. The Tunisian Bank is owned by the Tunisian Govern- 
ment ¢ 

Mr. Grant. This Tunisian Bank is owned by the Tunisians and is 
a very good way of getting money to the small entrepreneurs. It is 
very ‘difficult for us from Was shington to assess and evaluate each of 
these smal] applications and if you use a sound banking establishment 
in the country it permits a wide range of projects of a smaller nature. 
If you are talking about building a democracy in these countries, 30 
$10,000 loans to 30 individuals create more of a sound base than 1 
$300,000 loan to 1 individual, and these banks perform a major func- 
tion in this regard. 


RETURN ON CAPITAL TO UNITED STATES 


Mr. Gary. What we have contributed toward this bank is that we 
have permitted the Tunisians to use counterpart funds; we have 
approved the use of counterpart funds as a part of the capital of 
this bank ¢ 

Mr. Grant. Yes, sir. 

Mr. Passman. Will they pay the $3 million in local currency or 
dollars 4 

Mr. Grant. Sir, this is Tunisian money legally and the loans made 
by the Tunisian Bank to local Tunisian entrepreneurs presumably will 
be paid back in Tunisian money. 

Mr. Passman. But nothing will come back to the U.S. Treasury ? 

Mr. Grant. No, because nothing came out of the U.S. Treasury. 

Mr. Passman. I thought you told Mr. Andrews that represented $3 
million in American dollars 4 

Mr. Grant. That was the counterpart equivalent. 

Mr. Passman. The American taxpayers are still out the $3 million; 
are they not ¢ 

Mr. Grant. The American taxpayer has spent $3 million and for 
this he has received in the first place the benefit of the good that 
came to ‘Tunisia. 

Mr. Passman. Has anything come back to the U.S. Treasury from 
the original $3 million . the American taxpayers’ dollars you spent 4 

Mr. Grant. I would say, broadly speaking, the American taxpayer 
las benefited from the in ancement of our foreign policy objectives. 


CONSOLIDATION UNDER DLF 


Mr. Passman. This is just one of these little banks, the beginning 
of covering a broad field. You have stated, and it is in the record, 
there are many others; and you are going to have to find out you 
said for the record you could not tell us—how m: iny of these banks have 
been created, how much capital has been funded. However, you are 
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requesting funds in here, and it is just the beginning of another group 
of banks. 

It is hard for me to understand why this could not be consolidated 
under the Development Loan Fund. If you want to - we away the 
counterpart dollars and lose control of them, all right, but even now 
you are getting banking into the technical-aid program. I vield 
the centleman, 


COST BASED ON ORIGINAL COMMODITY CREDIT CORPORATION COSTS 


Mr. Ritopes. On a cost basis, if you figure out what this would cost, 
it would not cost $3 million, would it? It would cost whatever 
amount the Commodity Credit Corporation put into the commodities 
sold to Tunisia, which would undoubtedly, if other experience proved 
to be true as far as these commodities are concerned, would be more 
than 83 million. 

In other words, the CCC nearly always has more money in a com- 
modity than it gets out of it, even in dollars or dinar or whatever it 
is. The $3 million we are speaking of in the record is simply a guide- 
post to indicate approximately what the transaction cost the taxpayer; 
is that right? 

Mr. Grant. Yes, in this case, since it was a section 402 sale, the sur- 
plus might have been bought directly off the U.S. market, which 
would be different from the price of the CCC stocks. Frequently it 
is the case where vou have a different price for the sale than the CCC 
price, 

Mr. Riropes. You mentioned section 402. You do not have to take 
surplus commodities, you can go on the U.S. market and buy with 
dollars and sell for dinar? 

Mr. (GRANT. “d es, sir. ] think the theory is he re that these coods 
are in surplus te to the extent they are not bought by various con- 
sumers, ne ‘ludinge fore ion nation S, the U.S. Government would have 
to then buy up th, at much more through the CCC. This decreases the 
balance that the CCC has to procure through its progr: am 

Mr. Ruoprs. That is about as fallacious a theory as I have ever 
heard, but I will aecept it. for its face value. 


USE OF LOCAL CURRENCIES RECEIVED IN PAYMENT OF DOLLAR LOANS 


Mr. Passman. Mr. Rhodes, TI believe this will clear up something vou 
brought up earlier. We now have accruing to our credit a subst: intial 
amount of local currencies being repaid for hard dollar loans. 

Mr. Grant. Yes, sir. 

Mr. Passman. That local eurrency could likewise be used in a pro- 
oram of this ty pe: coul 1 it. not? 

Mr. Grant. Yes, sir: if we had such local currencies in a particular 
country. 

Mr. PAssMAN. You know 1 1 t has been established that we have in 
excess of $2.5 billion of local currency that actually belongs to us. A 
large part of that came back to us in payment of dollar loans. 

So if vou are using the local currency, it would not necessarily come 
out of one fund. Tt might. just as easily come out of some fund where 
it was a direct payment for dollars. There may be a day when vou 
will not generate local currencies from counterpart. or sales under 
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r ublic Law 480, but you are going to have local currence ies running 
out of your ears that you receive back for dollar loans. Those local 
currencies could be used in the formulation of these banks; is that 
correct 4 

Mr. Grant. Yes, sir. 

Mr. Murpeuy. Yes, si 

Mr. Granr. In this particular case you might say it was even 
pre fer: ab le to use cy: hoe -owned loe al eurrenc 1es bee: ause he re is a case of 
using counterpart to ac ‘hieve the purpose. 

Vir. Passman. I did not mean to be discourteous about agriculture: 
but you and I know that will someday play out, but we will have 
billions of dollars accruing from dollar loans in the loeal currencies 
that can be used to open up local banks all over the world. If 
could all be placed under the development loan, and let these people 
do the eee and you people do this technical work. it might make 
for better conditions. 

Mr. Gary. Mr. Chairman, as I understand this, what they are doing 
is assisting the local countries to open up their own banks and they 
woulk | hot be under anybody, under the De ‘velopme ht Loan Kr und or 
under this F und. 

They are using these counterpart funds in certain cases and local 
currencies to assist the local countries to open up their own banks so 
they, in turn, can loan money to their own industries, small business 
enterprises, et cetera, and increase their prosperity. 

Mr. Passman. I had no trouble understanding that. It is a ques- 
tion of the Technical Assistance people getting out into the banking 
field. It appeared to me it is being spread a little too thin, and it 
should be under the Development Loan Fund. as you have that account 
set up specifically. 

Mr. Grant. Sir, the Development Loan Fund does not engage in 
technical assistance, so that if the Government of Tunisia wants tech- 
nierl advice on how you set up a loan fund, using their own currency, 
then thet tec hnie al cooper ation progr: am can prov ide the TW ith : a b: ink- 
Ing expert. 

Mr. Passman. You are providing capital. 

Mr. Murruy. Not with technical assistance funds. Mr. Chairman. 

Mr. Passman. You are getting into that field. Tam using your own 
book. I vield tothe gentleman from Alabama. 


OWNERSHIP OF TUNISIAN BANK 


Mr. ANDREWS. I want to find out, if I ean, is this bank owned 
the Tunisian Government or is it owned by individuals / 

Mr. Savse. Tam not clear on the formulation. It is partially Gov- 
ernment-owned. I do not know the percentage of Government owner- 
Ship. 


Arrrporr Consrrucrion Factniries AnD TRAINING Prowects 


Mr. Passman. In ee with your activities in transportation, 
how much money is there in all programs for airport construction, 
facilities, and training in fel ‘lon countries / 

Mr. Gran. This we would have to supply for the record. 











Mr. Passman. It will be satisfactory to supply the information for 
the record. 

Mr. Murruy. When you said in all programs, did you mean in all 
bilateral technical cooperation programs / 

Mr. Passman. As technical cooperation is in this field, we might as 
well get it in the record now. 

Mr. Grant. There would be no capital funds under technical co- 
operation for the construction of these airports. It would be technical 
cooperation, with the capital coming from some other source. 

Mr. Passman. It is quite all right to put the total amount in the 
record. 

(The information supplied follows :) 

Number and value of airport construction facilities and training projects pro- 
posed for fiscal year 1961, by region and country 


[Thousands of dollars] 


Region, country, and project 


IR PR I nh wie eminem 7, OO1 
Ia PRIETO NOREEN a es nile ado alien tients », 922 
Cambodia: Improvement of civil air transportation... __~_ sd asia 25 
China (Taiwan): Air transportation improvement __-_- wees 1 
Indonesia: Air transportation, operations, and maintenance__ ~~~ DD) 
Japan: Japan Civil Aviation Bureau Palatboar statisti crate teres 160 
Korea: Civil aviation operations__ soe s eS D535 
Laos: Rehabilitation of Vientiane Airport a ~e i: 65 
Thailand: Aeronautical ground services improvement ; 177 
Vietnam: Improvement and expansion of aeronautical ground 
a a a 1, 360 
pear tes, ana Bouin Asia (iS projects) ...—.....-.2.................. 2,219 
Afghanistan: Air transportation division__...._._.__.____________ ~ 159 
Ceylon: 
Me Ne RE An 1 BORIC RUMEN T ROR CN i a scars vd neater aes 1 
Airport development and administration_______--_____________ 30 
Greece: Air transport advisory project Pied eaten an ¢2 
India: Aviation and ground facilities saeate C 33 
Iran: Civil aviation : 0 , ; em . 162 
Lebanon: Aeronautical facilities es Karis ; ; 115 
Nepal: Aviation development : = SZ 
Pakistan : 
Aviation ground facilities ; he : 198 
Civil air transport : 50 
Turkey: Civil aviation training___ : 250 
United Arab Republic: 
Civil aviation development (Egypt region) —__ siete ettan caine nee 718 
Civil aviation development (Syria region ) : 1) 
Africa (2 projects) — Fi cet ee ee eee ‘ z see 140 
Ethopia: National airlines training sa ee 100 
Tunisia: Civil aviation improvement 10 
Europe (2 projects) —- Se Se é ne HO 
Spain: Civil aviation mission___~_~_- ; seca 110 


Yugoslavia: Civil aviation training center 330 
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Number and value of airport construction facilities and training projects pro- 


posed for fiscal year 1961, by region and country—Continued 
{Thousands of dollars] 


Region, country, and project 


BGh SA Uh Pe Ree TTS A ac ai eatin oan nine cln nasa ev wii cn 1, 280 
Argentina: Development of National Bureau of Civil Aviation____~_ 201 
ROEM V ASS) SORVON) OVER IRON in oss ecw icici mma: wasp ch ta Sacre ia oe 45 
Brazil: Air navigation aids and air traffic control___.______________ 138 
Chile: Air transportation and civil aviation development __________ 148 
Columbia : Civil aviation technical assistance___.__.______________ 95 
Costa Rica: Civil aviation assistance project__.._..__.._._.._____-__- 18 
OURSE © ORI EU sh atari gs bpd mene oeoesocnalesal 77 
Ecuador: Civil aviation assistance______.__._____-__- ; ni &9 
El Salvador: Transportation trainin ng? Be pele a eS Ie lt rs - 9 
COST SAeg i: GRE 8 aD eel ea seiccoteatoac aiaathes 45 
Honduras: Civil aviation__- eaaseaaal ees alds ones scikitan Seances 85 
Nicaragua: Civil aviation—transporti ition. seein eae = eit etl cepa 43 
Panama: Civil Svistion: GevVeClOpMeOnt. <2 neo iene cenesanwe 33 
Peru: Civil aviation S0ViSOry Services... 6 nm i 64 


Regional: Technical assistance in civil aviation._......._-_______ 195 


‘Includes training for other than airport development. 
SYRIAN ROAD ALLOTMENT REALLOCATED FOR AIRPORT PROJECT 


Mr. PassmMan. We were over in Lebanon last year; while Mr. Gary 
and some of the others went into other countries, I spent some of my 
time in Lebanon, and ran into a tremendous project underway out at 
the airport. ICA officials did not know anything about this project. 

Upon investigation, we found that your people out there had taken 
money which had been allocated for a Syrian road and had, them- 
selves, reallocated it over to an airport project. I believe you recall 
that, Mr. Murphy ¢ 

Mr. Murrny. I recall your mentioning it to me. I have not been 
in Lebanon myself recently. 

Mr. Passman. I think the members thought it was rather far- 
fetched, if you got to the point where you have men in the field who 
can take money that is deobligated from one project and spend it on 
another without getting Washington’s approval. I wish you would 
give us a report on that. 

(The information supplied follows :) 


BEIRUT INTERNATIONAL AIRPORT 


The fiscal year 1956 development assistance program for Lebanon included $3 
million for the construction phases of the Beirut-Syrian Border Highway. A 
portion of the engineering work was completed in 1957. However, prior to the 
beginning of construction on the highway, civil strife broke out in Lebanon in 
May 1958. During the strife all aid activities came to a standstill. The civil 
strife ended in October 1958 and a new government came into power. This new 
government, after reexamining the priority of its development projects, in Feb- 
ruary 1959 requested that the funds obligated in fiscal year 1956 for the Syrian 
sorder Highway be withdrawn from that project and be utilized on higher 
priority projects, among which was the Beirut International Airport. The gov- 
ernment’s request was studied by the Embassy and the U.S. Operations Mission 
and recommended for ICA-Washington approval on March 4, 1959. 

ICA-Washington approved the field request on March 11, 1959, and proceeded 
to deallot and reallot the funds accordingly. Thus ICA representatives in Leb- 





1390 





anon had the full authority of ICA-Washington to reallot $1,275,000 for the 
expansion and improvement of the facilities at the Beirut International Airport. 

This project, recommended by all members of the country team in Beirut, and 
app Ove by ICA-Washington, is expected to redound directly to the benefit of 
U.S. carriers, as well as to the national development of Lebanon, by improving 
an a irfi ld at the hub of an important airways communications network. 


PURCHASE AND SALE OF COMMODITIES UNDER SECTION 402 AND PUBLIG 
LAW 480 


Mr. Ruopi S. May lask a question about section {OP because T am 
confused about one item. 

Mr. Passman. Yes. 

Mr. Ruoprs. As I read this act, it seems to me that the con- 
eressional intent was that the commodities which are bought under 
section 402 would be commodities which are not in surplus in the 
United States and held by the ¢ ‘ommodity Credit Corpor: ition, 

Under Public Law 480 you may sell agric a al products which 
are in surplus. You may buy agricultural commodities under sec- 
tion 402 which are not in surplus, and give them away or sell them 
for local currencies. You cannot buy products which are in surplus, 
as I interpret this law. 

In other words, the only thing you can buy on the open market 
and sell, as I read this, is something not owned by the ¢ ‘ommodity 
Credit Corporation. 

Mr. Murrny. I am sure this is not correct, Mr. Rhodes. I do 
not have the exact language but, first of all, I would like to make 
sure we understand this antedates Public Law 480, this section 402. 
It has been in the Mutual Security Act for some time, even before 
1954. 

Mr. Ruopes. I have to disagree with you because it must have 
been amended. 

Mr. Murpny. It was amended. 

Mr. Ruopes. It refers to the Agricultural Trade, Development, and 
Assistance Act of 1954. It was amended ? 

Mr. Murrny. It was amended after the passage of Public Law 
480). 

Mr. Ruopes. This that I am reading does not antedate Public Law 


480), 


LEGISLATION AND LOCAL CURRENCIES 


Mr. Murrenuy. The requirement to use mutual security funds for 
the financing of the sale of agricultural surpluses goes back beyond 
Public Law 480. It has been true the law was amended and it re- 
quires the local currency sale proceeds be used for the purposes of 
the Mutual Security Act with particular emphasis on the purposes 
of section 104 of Public Law 480. It is limited t to products in sur- 
plus in the United States, but that does not mean in the hands of the 
Commodity Credit Corporation. 

In fact, even under Public Law 480, Mr. Rhodes, a lot of the sales 
that take place involve commodities that are not in the hands of 
Commodity Credit Corporation. I think they own only two or three 
different kinds of commodities. Wheat, cotton, and corn, T think. are 
the three things they actually own and store themselves. I should be 
telling you. 
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At any rate, I wanted to be sure there was not any misunderstand- 
ing here that either under 402 or Public Law 480, sales were limited 
to stocks owned by CCC. They are procured in the commercial 
market under both programs. 

Mr. Riropes. I would suggest that you have somebody in your very 
fine staff. Mr. Inspector General, check the legislative history of these 
acts to make sure if I am not right when I say that you eannot buy 
for dollars on the open market in the United States and sell for for- 
eign currency any product which is in surplus and is held by the 
Commodity Credit Corporation. 

Mr. ae reHyY. I will be glad to have a lawyer work it over, Mr. 
Rhodes. but I am sure we have cert: ainly interpreted it to mean we 
are to sell or grant products that are sur plus. 

Mr. Ruopes. I grant your interpretation may have been wrong and 
if 1 am wrong after the ¢ ursory look that I have just had, then you 
ean certainly enlighten me at a later time. 

Mr. Forp. But you hope they are not wrong. 

Mr. Ruropes. Absolute ly. 

Mr. Passwan. Mr. Ford? 

Mr. Forp. IT have a neral questions. 

Mir. Passman. Mr. Natcher, any general questions / 


GOVERNMENTAL AFFAIRS INSTITUTE CONTRACT 


Mr. Narcner. Mr. Grant, you will recall several days ago I brought 
to your attention the contract that we have with the Governmental 
Adfairs Institute. At that time we discussed very much in detail the 
contract involving $1,113,000 which provides for public administra- 
tion of the activity in Iran. 


TECHNICAL SERVICE CONTRACTS 


[ would like to discuss with you at this time under the technical 
service contracts in operation as of March 31 this vear the second con- 
tract that you have with Governmental Affairs Institute. which is on 
i global basis an d provides for evaluation. 

What is this contract, Mr. Grant, the amount involved, the duration 
of the contract, and what purpose does it serve at the present time / 

Mr. Grant. Sir, I will ask our particular individual who has the 
information on this to come up. He should be here in 20 minutes. 

However, I might say, sir, this contract, as I understand it, has 
been finished. It was designed to have an independent evaluation 
made of the effectiveness of our English language testing abroad done 
for these participants coming to the United States. We have had a 
procedure under which we have tested the English language pro- 
ficiency of the partic ipants from Africa, Asia, coming to the United 
States so that by the time they get here they can be races ‘tively as- 
signed to American educational institutions which teach in English. 
We have had quite a number of years of experience mae this with 
somewhat varying results. The same tests seem to have produced 
different results in different places. 

Obviously, if we receive foreign participants here who really do 
hot measure up on the adequacy of their English language, it means 
we have spent a relatively large sum of money to bring a man here 
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and he is not able to take full advantage of the training. I have the 
complete report here. 


SELECTION OF PARTICIPANTS 


Mr. Narcuer. Right at that point, is it not true that these par- 
ticipants were carefully selected by the USOM and the other meth- 
ods you use in making such selections without the necessity of enter- 
ing into a contract to determine as to whether or not these partici- 
pants would comply with our procedural requirements 4 

Mr. Grant. These people are screened by our people in the 
USOM’s. 

PURPOSE OF CONTRACT 


Mr. Narcuer. Let me ask you this. Is this merely a contractual 
relations ship that is to test and ascertain if the original method of 
selec er is accurate and sound? Why the contract ? 

Mr. Granv. The purpose of this study is fourfold. It says here: 
To test the validity and appropriateness of the scoring used on the 
English language test in the field by the USOM’s before the partici- 
pants come to the United States. Second, to determine and recom- 
mend what improvement should be made in the existing testing de- 
vices to better fulfill ICA’s needs. Third, to ascertain the practices 
followed in the administration of the English language usage test 
overseas. Fourth, finally, if possible, to ascertain the length of time 
necessary to bring low scoring participants up to minimum acceptable 
levels in various major fields. 


TERMINATION OF CONTRACT 


Mr. Narcuer. Mr. Grant, has this contract been terminated since 
we called to your attention the other contract with the Governmental 
Affairs Institute ? 

Mr. Granr. It is my understanding that with the submission of 
this report, which was dated March 1960, that the contractor com- 
pleted his obligations under the contract. 

Mr. Narcuer. The list of contracts submitted to the committee 
this morning includes the second Governmental Affairs Institute con- 
tract and stated it was in operation as of March 31, 1960. Was this 
submitted prior to that date or subsequent to March 31, 19604 

Mr. Grant. This report on its face does not give the answer. I 
would suspect, sir, that this was submitted before March 31, but you 
would have your final settlement under the contract later. There 
could be remaining unliquidated balances so that the project might 
continue on the books for some time until the final reimbursements 
had been made, 

Mr. Narcurr. Over what period of time does this contract extend, 
Mr. Grant ? 

Mr. Grant. Sir, the two expert witnesses on this particular con- 
tract, Mr. Victory, who heads up our training program, and one of 
his staff, are on their way up. It might be more advantageous to the 
committee if your detailed questioning on this was directed to them. 

Mr. Narcuer. Mr. Chairman, until these witnesses arrive I will 
yield at this time. 
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Mr. Passman. Mr. Rhodes? 
Mr. Ruopes. I have no further questions at this time. 
Mr. Passman. Mr. Andrews? 


PARTICIPANT TRAINING COSTS 


Mr. Anprews. I have just one question here. Mr. Grant, you stated 
when a cooperating country requests that their technicians receive 
training in the United States, the ICA mission obligates the funds re- 
quired to cover the cost of travel, per diem, tuition, and books for the 
training program, using funds programed and allotted for that 
country. 

Could you tell me what the total cost of bringing one of these tech- 
nicians into this country is? 

Mr. Grant. The ap proximate cost for the average participant is 
$3,500 with respect to those items that are obligated in the field. There 
will be some additional expense back here, suc has running an English 
language training or orientation center where you have relatively un- 
identifiable costs in terms of each individual participant. 


ADVANTAGE OF USING CONTRACT EMPLOYEES 


Mr. Anprews. You stated that in a country where the United States 
is vigorously pressing for increased taxation or other internal reforms, 
which would have the result of lessening the defense support burden, 
or in a neutralistic country where the opposition parties could be ex- 
pected to accuse their government of being under the control of the 
United States on sensitive internal measures of a highly controversial 
nature such as taxation, that you find it better to use contractual em- 
ployees rather than use your own employees. 

Mr. Grant. Yes, sir. 


FOREIGN COUNTRY OPPOSITION TO TAX LAWS 


Mr. Anprews. Would you elaborate a little on the opposition in 
other countries for tax laws? 

Mr. Grant. As you well know, increased taxation is not a popular 
subject with many ‘individuals in any particular society. 

Mr. Anprews. [agree with that. 

Mr. Grant. In certain countries, if I may take the two different 
kinds of situations I gave, let me frankly take - as an example, 
where we are very much concerned about their ability to raise local 
currency to pay their troops. 

Because of their inadequate receipts, we use the proceeds of our 
defense support commodities that are brought in to pay the troops 


and other vovernmental expenses. If we can get them to increase 


~ 


their tax revenues, this obviously will have a bearing on the size of 
the defe nse support we have to prov ide this country. 

Mr. Anprews. I believe we have a contract with Brookings Institu 
tion to carry on that work. 

Mr. Grant. Yes, sir. In this case I think the Government 
might consider it was getting more, if I may use the term, ob yjective 
information from an independent, reput: able contractor than if it 
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came from the U.S. Government, which has a very obvious direct in- 
terest of its own in increasing taxes. 

[ would say this bears some similarity to the kinds of studies that 
Congress, for ex: unple, may request. On some occasions they ask the 
executive branch for a study and in other cases you may ask an inde 
pendent contractor for a study. I think you have something ot the 
same distinction. 


OBJECTIONS TO DIRECT-HIRE TECHNICIANS 


On the other type oft example, 1 if one is In a highly neutralistie 


country. I might give a specific ee again of this. In the 
ee of Finance was very interested 1 in receiving competent Amer 
ican financial advice. but he felt the political situation in the country 


wis pry that he could not use a direct-hire technician for that pur- 
pose because of the criticism this would generate in Parliament, where 
a very large part of the Parliament were Marxists. Therefore, he 
was seeking assistance from some route other than the direct-hire 
route to get this kind of advice provided to him. 
Mr. Anxprews. Thank you. That is all, Mr. Chairman, for me. 
Mr. Passman. Mr. Conte? 


FUNDING FOR TUNISIAN BANK 


Mr. Conve. Getting back to the $3 million development Commiod- 
ity Bank in Tunisia, just to set the record straight, the chairman 
mentions this cost the t: ixpaye rs} million. I want to vel it straieht in 
my mind. This $3 million is surplus food bought from the United 
States:is that right / 

Mr. Granv. Sir, the initial source of funding was 33 million of 
surp us foods from the United States which was sold to a country 
in KE urope ¢ and the proceeds from that sale to the Muropean country 
were used to import commod iti ies into T unishi A. The Tunisian Govern 
ment then deposited into a counterpart account, which is under their 
own legal title, an equivalent value of Tunisian dinars which are 
owned by the Tunisian Government, but we have the right to concur 
in their use of these funds. 

Mr. Conrr. We have a veto power on the use of the funds? 

Mr. Grant. Yes. 

SURPLUS COMMODITIES 


Mr. Conre. The $3 million initial investment came in the purchase 
of surplus commodities ¢ 

Mr. ae Yes, sir. 

Mr. Contre. If these surplus commodities were not bought 5 they 
are e ther going to establish more surplus bins or dump them in the 
Grand Canyon a bury them or burn them. 

Mr. Gran. Gri iphically put, ves, sir. 

Mr. Conrr. This surplus program is costing the taxpayers of the 


United States about $5 billion a vear. Part of that $5 billion is in 
stor age fees. 


If you are not going to take this and cive it to these people, 1 n 


essence that is what you are doing, you have an additional appropria- 
tion for additional storage. 
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Mr. Granr. Yes, sir. 

Mr. Conrr. This surplus food consisted of cotton ? 

Mr. Grant. I do not know, sir. 

Mr. Conrr. Let me correct that for the record. Surplus commo- 
dities includes cotton ? 

Mr. Grant. Yes, sir. 

Mr. CONTE. Rice? 

Mr. Grant. Yes, sir. 

Mr. Conrr. Last year soybeans. I believe this year they are not 
listed as surplus. 

Mr. Granr. Generically, yes. 

Mr. Contre. Corn? 

Mr. Grant. Yes, sir. 

Mr. Conrr. What other surplus commodities ? 

Mr. Granr. Did you mention wheat, sir? 

Mr. Conre. Wheat. 

Mr. Granr. Barley, dairy products, fats, and oils. 


STATES IN WHICH SURPLUS COMMODITIES ARE GROWN 


Mr. Contre. Could you for the record supply the States in which 
these surplus commodities are grown ¢ 

Mr. Grant. Yes, sir. 

(The information supplied follows :) 

Agricultural commodities made available under section 402 to the Mutual 
Security Act of 1954, as amended, and the States in which they are grown and 


which are principal producers of following surplus agricultural commodities 
are as follows: 


’ 


GRAINS 

Wheat: barley : 

Illinois Minnesota 
Missouri North Dakota 
North Dakota Montana 
Nebraska Washington 
Kansas Oregon 
Oklahoma California 
Montana 

Washington Rice: 

Corn: Louisiana 
Ohio Texas 
Indiana Arkansas 
Michigan California 
Wisconsin Mississippi 
Minnesota Missouri 
Iowa 


Missouri 
South Dakota 
Nebraska 








FATS AND OILS 
Cottonseed : Soybeans—Continued 
Texas Minnesota 
Mississippi Missouri 
Arkansas Arkansas 
California Ohio 
Arizona Mississippi 
Alabama Kansas 
Georgia North Carolina 
Louisiana Lard and tallow: 
South Carolina Illinois 
Tennessee Missouri r, 
Soybeans: Lowa 
lllinois California 
Iowa New York 
Indiana New Jerse) 
DATRY PRODUCTS 
Nonfat dry milk: Evaporated and condensed milk : 
Wisconsin Wisconsin 
Minnesota California 
New York Ohio 
lowa Kentucky 
Ohio Illinois 
Michigan ‘Tennessee 
California Washington 
Indiana Michigan 
Illinois Dry whole milk : 
Vermont Wisconsin 
Pennsylvania New York 
Michigan - 
Illinois 
Ohio 
COTTON a 
North Carolina Arkansas Virginia 
South Carolina Louisiana Florida ( 
Georgia Oklahoma Tllinwis 
Tennessee Texas Kentucky 
Alabama New Mexico Nevada 
Mississippi Arizona 
Missouri California 
DOLLAR VALUE OF SURPLUS COMMODITIES PURCILASED 
Mr. CONTE. Could you tell me how much in dollars the purchase 
was last year in surplus commodities / 


Mr. Granr. Yes, sir. 
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(The information supplied follows :) 


MSP obligations for agricultural commodities fiscal year 1959 program 


{In millions of dollars] 


Obligations 


Sec. 402 Non-402 
Total program program 
surplus nonsurplus 
TI aa averarkaetir es dtabaoaiat : ict stim teinathandie 3k hibits eaters $237. 0 $188. 1 $48. 9 
Raw cottor ; cas aes rer . poe 80.8 C0 Ot 2 oon 
Bread grains 41.2 41.2 is 
Fats and oils__- 5 Siaosanton 35:7 $5, € 0.1 
sov beans ‘ (16. 5) 16.5 
lallow 5 cain a sc (8. ¢ S. 
Cottonseed oil ; ss 6.5 6.5 
Sov bean oil 2.3 2.3 
Other (1.8 id 1) 
Dairy products , ’ 2. 10.9 10.9 = 
Rice 6.2 6.2 
Hides and skins 4.1 3.1 1.0 
Pobacc 2 3 
{ eg in © 3.0) 
I is and fodder a1 2. 0 
Egg 1.2 1.2 
x res 9 2 
sugal 34.4 44 
Wool, unmanufactured 11.0 1.0 
Fibers except unmanufacture i cotton and wool 1.0 1.0 
Miscellaneous inedible animal and vegetable products 2 2 
Seeds, other than oilseeds l 1 
Miscellaneous edible agricultural products l 7 I 
0 in freight ‘ ] 4 , 
NOTE 


Information on source of procurement of agricultural commodities is net at this time 
available on the breakdown given above. However, transactions for fiscal year 1959 
indicate the following: 


Percent expenditures in United States 
Commodity group: 


Bread grains ee sacaidiadet tid tats - oaiaias 100 
Fats and oils + a cer ni a 7 - - 99 
Dairy products a scan sil alia anche ™ - 100 
Other foodstuffs = = a es 99 
I Bs i icc trig anne ap din guserndinidads soir ieee dst destined ie himcamnnte abe oe 100 
COftOR =. oki aee - a a a . = ‘ siete nic eeaienininiad 100 
NONSURPLUS AGRICULTURAL COMMODITIES PURCHASED 
‘hase Mr. Conre. Could you also for the record tell the committee how 


much was purchased in nonsurplus aericultural commodities in the 
United States / 

Mr. Grant. Yes, sir. 

Mr. Conrer. Is it not so, Mr. Grant, that 1f some of these articles 
purchased were hot surplus, they could be in surplus ¢ 

Mr. Grant. They could be in surplus. 

Mr. Conre. Soybeans are a fine example. They were surplus last 
year but not this vear. 

Mr. Grant. Yes, sir. 

Mr. Conre. Under our ICA program we purchased a great deal 
of soybeans. 

Mr. Grant. Yes, sir. 
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NUMBER OF 


Mr. Contr. Would you under this technical assistance program 
veneral questioning for the record tell us how many technicians we | 
have employed under our program and how many technicians the 


{ I S.S.R. has employed. 


Mr. Gran. Yes, sir: it might be most useful to use roughly com- 


parable dates. 
contract, that we 


gram as of June 30, 1959, totaled 4,001 technicians. 
versonnel, economic personnel that were abroad as of the period July 
| ; 


UNITED STATES 


through December 1959 totaled approximately 5,000, 


Mr. Conre. Mr. Chairman, would it be in order if we could get a 


breakdow hh, or shall we wait until we get to the re@ions, to clive us the 
regions those technicians are employed hh and where the U.S.S.R. 


technicians are emploved ¢ 


Mr. Passman. We have requested that information. 
through the regional programs, we shall take it up. 


UNIVERSITIES ENGAGED IN 


TECHNICAL 


AND U.S.S.R. TECHNICIANS 

’ 
tr 
0 
elu 
ai ime me 
The total number of technicians, contract and non. a1 
° . C 

had abroad under the technical cooperation pro- 
Bloe economic 
ti 
We 

When we go 
e\ 
pe 
COOPERATION ACTIVITIES ABROAD 


Mr. Contr. Mr. Grant, vou testified earlier todav about the college © 


teams that are employed under contract. 


are there ? 


Mr. Grant. 104asof March 31, 
Mr. Contr. Could you for the record submit what colleges 


involved ? 


1959, overseas. 


Ilow many college teams 


are 


Mr. Grant. Yes, sir; they are in some 30 States and the District | 


of Columbia. 


(The information supplied follows :) 


UNIVERSITIES ENGAGED IN TECHNICAL COOPERATION ACTIVITIES ABROAD 


University of Arizona. 
Berea College. 

Brigham Young University. 
University of Buffalo. 
University of California. 
University of Chicago. 
Colorado State College. 
Colorado State University. 


Columbia University, Teachers College. 


Cornell University. 

Delgado Trades-Technical Institute. 
Earlham College 

University of Florida. 

George Peabody College for Teachers. 
Georegtown University. 

University of Georgia. 

University of Hawaii. 

University of Illinois. 

Indiana University. 

Kansas State College. 

University of Kentucky. 

Louisiana State University. 
University of Massachusetts. 
Michigan State University. 
University of Michigan. 

University of Minnesota. 
University of Missouri. 

University of Nebraska. 

University of New Hampshire. 


New York University. 

North Carolina State College. i 
University of North Carolina. 
Northwestern University. 
Ohio State University. 

Ohio University. 

Oklahoma State University. ( 
Oregon State College. 

University of Oregon. 

University of Pittsburgh. 

Prairie View A. & M. 

Purdue University. 

University of Southern California. 

Spring Garden Institute. 

Leland Stanford Jr. University. 

State University of New York. 

Syracuse University. 

University of Tennessee. 

Texas A. & M. College System. 

Tulane University. 

Tuskegee Institute. 

University of Utah. 

Utah State University. 

Washington State University. 

Washington University of St. Louis. 
Washington University. 

Wayne State University. 

University of Wisconsin. 

University of Wyoming. 
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DLF AND THE TUNISIAN BANK 


Mr. Conve. Getting back to this Tunisian Bank, I want to get this 
straight. ‘The reason that we have the banks under the Development 
Loan Fund is for purchase of commodities from foreign countries, in- 
cluding the United States / 

Mr. Granv. Sir, the Development Loan Fund loans to such develop- 
ment banks are generally for foreign exchange imports into the 
country. 

Mr. Conrr. This bank you mentioned in Tunisia is for the genera- 
tion of local currency for local purchases an local hire of personnel ? 

Mr. Gran. The purposes for which our funds were made available 
would be that. 

Mr. Conver. In other words, these two dovetail together ? 

Mr. Grant. Yes, sir. 

Mr. Conrr. No further questions. 

Mr. Passman. We have a right to examine in our own way, and 
evaluate the situation in our own way. 

Ilowever, as I was born and reared the son of a sharec ropper, and 
perhaps understand the farm problem better than the average indi- 
vidual, if he has not had actual experience with it, I want to read an 
excerpt from a statement of the Department of Agri iculture: 

For 1959, farm income down 16 percent. Farm income plunged 16 percent to 


S11 billion in 1959 while other segments of the economy went up, the 


Agriculture 
Depurtinent reported today. 


Consider the price of wheat in 1953 and in 1960. You might dis- 
cover that the proceeds from wheat per bushel to the farmer is down 
by $1.10, but the loaf of bread that you bought for 12 cents in 1953 now 
costs 21 cents. 

So it is not the farmer who is making the profit. It is those to 
whom we refer as the middleman, those between the farmer and the 
eventual consumer, the processors. 

We do have a farm recession in America. Make no mistake about 
it. You cannot blame any individual or any party. It is a mess, and 
all of us would like to do something about it. But it is not the farm- 
er’s fault. 

My State is a cotton-producing State, but cotton is not a perishable 
commodity. Cotton is definitely an asset. Cotton is as good 10 years 
after it is baled as the day it is baled. 


AVAILABILITY OF LOCAL CURRENCY TO FINANCE DEVELOPMENT BANKS 


Even though we are discussing this one little bank over in Tunisia, 
involving only S3 million of local currency, when the witnesses have 
provided for the committee the number of other banks being financed 
with loeal currency and the total amount, it might be a different story 
than just 283 million fund over in Tunisia. 

We have local currency accruing to our Government from sources 
other than the sale of NOTICE ultural commodities : do we not? 

Mr. Merprry. Yes, sir. 

Mr. Passman. We have local currencies coming back in by the tens 
of millions of dollars, or will have from dollar loans from the Devel- 
opment Loan Fund: isthat not true? 
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Mr. Murrnuy. Yes, sir. 

Mr. Passman. Is it not correct that such local currencies would be 
available to plow back into the same type of banks we have had under 
discussion, if the administration should decide to put the money in 
that place? 

Mr. Murrny. Yes, sir. 

Mr. Passman. Mr. Natcher? 

Mr. Murrriry. May I interrupt a moment, Mr. Chairman? 

Mr. Passman. Yes. 

Mr. Murrtry. In the interests of relieving congestion here, is this 
the last time vou are going to discuss the GAI contract? Shall I let 
the other people go! 

Mr. Passman. Unless there is objection on the part of the other 
members of the committee, after Mr. Natcher concludes his examina- 
tion of these experts who just came on the scene, we shall recess until 
tomorrow morning at 10 o’clock. 

Mr. Natcher, I turn it over to you and the expert witnesses. 


GOVERNMENTAL Arrairs INsriruTe ConTract 


Mr. Natcner. State your name and position with the ICA, please. 
Mr. Vicrory. My name is James Victory, sir. I am Director of 
the Office of Participant Training of ICA. 


ENGLISH USAGE TEST CONTRACT 


Mr. Narcuer. At this time I want to discuss with you briefly the 
contract that ICA has with the Governmental Affairs Institute per- 
taining to recommendations for the English usage test. 

Mr. Vicrory. Yes, sir. 

Mr. Narcuer. Is this contract still in existence at this time? 

Mr. Vicrory. Technically it is, sir. It will expire on June 30 of 
this year. 

Mr. Narcuer. When was the contract executed ? 

Mr. Vicrory. On June 25, 1959. 

Mr. Narcuer. What is the consideration for the contract—total 
amount involved ? 


Mr. Vicrory. $20,000 even, sir. 
PURPOSE OF CONTRACT 


Mr. Natcuer. I wish you would explain to the committee the pur- 
pose of entering into this contract and the necessity for the contract. 

Mr. Vicrory. Yes, sir. 

As my title might indicate, sir, Iam concerned with that part of our 
operations, the participant training program, which brings foreign 
nationals to this country for tec ‘hnica] training. One of our problems 
is to ascertain whether these people speak E ‘nglish, and particularly 
how well they speak it, because if they come here and cannot get about 
on their own and understand, obv iously then they cannot profit. very 
much ~ ‘om coming. 

In 1955, I believe, we had cooperated jointly with the International 
Educational Exchange Service in the Department of State. We both 
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at that time, by way of background, had a contract with the Language 
Center of American University here. American University Language 
Center had developed for us, and at our request, a test which could be 
given to a person whose mother tongue was other than English—a test 
that could be given to him to determine how well he could speak Eng 
lish. It was both a written test and an oral test. 

The test, as I say, was developed just for this purpose but after it 
he - been installed and we had had some time to experiment with it we 
began to detect some flaws in it. We were not quite sure what these 
ican were. Therefore, the purpose of our contract with the Govern- 
mental Affairs Institute was for them to make a study of this test, 
both how it was being administered, the actual conduct of the test in 
a mission, and also what the results were; were we getting proper 
scores and proper tests, were they realistic, and did these scores ade- 
quately reflect the level of English competence that a person had to 
have in this country. 

[ might say at this point in connection with the tests that we had 
developed a scoring range. We knew a score of under 50 was simply 
inadequate for a person to come here for study. We felt at that 
time that a score of 75 was about right for anybody going into class- 
room instruction but we wanted to have this investigated. 

The contract, therefore, called for this kind of an investigation. 
In other words, an investigation overseas in six countries, which were 
simply selected at re andom to see how the test was being administered 
and then contacts with a number of plants, Government offices, aca- 
deme institutions, and other places in this country to which we send 
the participants to see whether or not the kind of scores we were 
getting were delivering the right kind of a person from an English- 
speaking standpoint. Does that give you the general information ? 

Mr. Narcuer. Yes. According to the preface of the justification, I 
notice that as you have stated to the committee in substance, it is— 
to ascertain the practices followed in the administration of the English language 
usage test Overseas and finally, if possible, to ascertain the length of time neces- 


sary to bring low-scoring participants up to minimum acceptable levels in 
various major fields. 


PERSONNEL AND TRAVEL INVOLVED 


Now, let me ask you as to how many employees are engaged in this 
operation from the standpoint of the Governmental Affairs Institute 4 

Mr. Vicrory. To the best of my knowledge, sir, only Dr. Hall and 
Mr. Engert. 

Mr. Narcner. The two gentlemen who submitted the final report. 

Mr. Vierory. That is correct, to the best of my know ledge. 

Mr. Narcuer. Six countries were selected at random. Do you 
know whether or not both of these gentlemen or either of them 
traveled into the six countries or into any one of the six 4 

Mr. Vicerory. Dr. Hall did, sir. 

Mr. NarcHer. Over what period of time did he travel? Can you 
tell me / 

Mr. Vicrory. No,sir. I ecould not without checking to see the dura- 
tion of time. 


Mr. Narcuer. Do you know whether or not he was in more than one 
country 7 
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Mr. Vicrory. Yes, sir. Iam quoting the report itself now—Spain, 
Mor CO, Lebanon, Iran, Turkey, and G reece. 

Mr. Narcuer. In the six countries selected for the test ? 

Mr. Vicrory. Yes, sir. 


PREVIOUS METHOD OF PARTICIPANT SELECTIONS BY I SOM’'S 


Mr. Narcner. As I understand, the participants heretofore were 
selected by USOM by another method : is that correct / 

Mr. Vicrory. Yes, sir. They continued to select them, sir, but this 
test we had introduced as a check to be sure how well these people 
spoke Knelish. We had had some unfortunate e xXper iences before in 
being assured before we had a test that they in fact could speak 
English. 

When the *"y would get here we found out they did not, and our prob- 
lem was that in our missions we do not have a linguist specialist. 

Mr. Narcuer. Can you tell me who made the selections in those 
cases where you had diffic tulty 4 

Mr. Vicrory. Selections of participants, sir? 

Mr. Narcuer. Yes. 

Mr. Vicrory. In every country, sir, there is a nomination by the 
cooperating country. Our mission reviews this selection and has a 
right of rejection; but it is a joint endeavor—that is, the selection of 
the people to come, 


BASIS FOR SELECTION OF PARTICIPANTS 


Mr. Narcuer. Can you tell me the criteria used by the USOM in 
selecting participants / 

Mr. Vicrory. Participants are selected, sir, under our program in 
connection with specific projects in the tec hnic al cooperation program. 
We may have a project for irrigation, or the improve ment of pub lie 
administration, industry—whatever it may be, 

The participants are selected because they are expected to make a 
contribution to that project after completion of training and upon 
their return home. 

Mr. Narcner. As I understand, language facility would naturally 
be one of the criteria: is that correct ? 

Mr. Vicrory. Yes, sir. It certainly would be. 


NECESSITY FOR STUDY TO CONFIRM KNOWN DEFICIENCIES 


Mr. Narcnuer. These flaws were discovered—and the deficiencies. 
Was it necessar y to have the report made at a cost of $20,000 to back 
up and to confirm what you already had discovered? That is the 
point that bothers me. Why spend $20,000 to do what you had 
ascertained yourself—and the other members in the Department? 
Why the $20,000? 

Mr. Vicrory. Well, sir, we had known there was a deficiency and, 
therefore, asked to have the tests developed. Now we had the tests. 
We were getting reports on scores, coming in in the usual manner and 
documented; and yet we would get reports here from various facill- 
ties to which we referred the participants that yes, the tests shows 4 
score of let us say 70. He should be able to speak English, but in 
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fact he does not seem to be able to. We were trying to identify where 
is this deficiency. What is causing it. It is the tests? Is it in the 
administration? Are people being a little lenient here and a little 
sympathetic to a person, perhaps more sympathetic than they should 
be. And what is this doing to us in the facilities that are receiving 
our people. 

CONCLUSIONS AND ACCEPTANCE OF REPORT 


Mr. Narcuer. I glanced through this report rather hurriedly and, 
judging from some of the statements in the report, it seems that the 
basis for the recommendations as to the methods to be used in the 
future and what should be observed from the standpoint of selecting 
the participants is based somewhat on the countries involved. 

In other words, as I read from the report here the natural con- 
clusions were reached that in some countries it was much harder in 
selecting participants from those particular countries and bringing 
them to our country—the difference of environment, their method of 
living, et cetera. That is contained here. That is a connclusion that 
you and other members in the ICA naturally would know about. 

You agree on that ? 

Mr. Vicrory. Yes, sir. 

Mr. Narcner. Naturally, they would be a little more deficient from 
some countries. The report has been submitted. Has it been ac- 
cepted? Is it acceptable to ICA? Are you going to follow it and 
use it? 

Mr. Vicrory. Yes, sir. We are going to follow it and use it. It 
was filed with us in March of this year and we intend to report to 
the missions the fundamental findings in the report—to call their 
attention very forcefully to what happens when these participants 
are not adequ: ately screened and strict standards maintained; very 

triet standards, sir. 


BIOGRAPHIES OF REPORT PERSONNEL 


Mr. Narcner. What particular credentials and qualifications do we 
have in Mr. Halland Mr. Engert that you do not have in your Depart- 
ment—and with you yourself? Why select these two men ? 

Mr. Vicrory. Well, sir, Dr. Hall has quite a distinguished record, 
if I might read it. He is a doctor of philosophy, has been chairman 
of the Department of Anthropology, University of Denver; professor 
of antropology and director of point-4 training in the Foreign Service 
Institute. 

Mr. Narcner. Is he a former Government employee ? 

Mr. Vicrory. He was from 1950 to 1955, sir, at the Foreign Service 
Institute of the Department of State. 

Mr. Narcuer. Can you tell me what salary he is receiving at the 
present time with the Governmental Affairs Institute ? 

Mr. Victory. He was being compensated, according to the in- 
formation given me, at $16,000 per annum. 

Mr. Narcyer. Can you tell me what his salary was when he was 
last employed by the Government ? 

Mr. Vicrory. No,sir. Iam unable to. 

Mr. Narcner. Go right ahead and tell me anything else you desire 


about Dr. Hall. 
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Mr. Vicrory. He had been a teacher at Columbia, the University 
of Maryland, the Washington School of Psychiatry and other schools, 
fellow of the Anthropological Society, officer of the Society for Ap- 
plied Anthropology, author of the text, “The Silent Language,” which 
I will state frankly I have not read, but which I understand is an 
analysis of the influence of customs and mores upon the language of 
the people of a country, and has written numerous articles along an 
anthropological line. He is therefore a person experienced in survey 
work, and literary work, research work and a knowledge of foreign 
cultures, peoples and like matters. 

Mr. Narcuer. Can you tell me if Mr. Engert is a former Govern- 
ment employee ¢ 

Mr. Vicrory. He is, according to my information, sir, a professional 
research consultant for the U.S. Government and has been for about 
15 years. He was employed by Governmental Affairs Institute in 
1959 when he left. 

Mr. Narcurer. He was with the U.S. Government for a period of 
15 years? 

Mr. Vicrory. As a professional research consultant, according to 
my information. 

Mr. Narcuer. Can you tell me generally, with the Governmental 
Affairs Institute as to how many employees they have and can you 
tell me how many of them are former Government employees? Do 
you have that information ? 

Mr. Vicrory. I could not give you the total number of employees, 
sir: I have the officials of the GAT. Would you lilke that ? 

Mr. Narcurr. We have that in the record from the other contract 
and as you probably know, of the 12 technicians that were on the 
Tran contract, 9 of them are former Government employees. 

What about Mr. Engert’s salary? Can you tell me what salary he 
receives at the present time with Governmental Affairs Institute ? 

Mr. Vicrory. $7,500 per annum, sir. 

Mr. Narcner. $7,500. They are not treating him as nice as they 
are these other people, who are $16,000, $14,000, and $13,000 employees. 

Mr. Vicrory. Dr. Hall, sir, IT judge, is a man of considerable dis- 
tinction in his line of work. Dr. Engert. would seem to be a younger 
man. Ido not know these gentlemen. I cannot comment personally 
upon them. 7 

Mr. Narcnuer. You do not know what Mr. Engert’s salary was when 
he was with the U.S. Government ? 


Mr. Vier RY. No, sir. I do not. 









JUSTIFICATION OF EXPENDITURE 
Mr. Narcier. Do you believe the $20,000 expended for this report 
in this contract was money well spent 7 

Mr. Vicrory. Yes, sir. It will be of tremendous help to us. T 
think the worst loss that we could make in our operations would be to 
fail to maintain standards in our selection procedures here, to fail to 
set those standards at the right levels, and to impose on people in the 
United States by sending them peonle who do not speak English well 
enough to profit from coming. That would be a total loss of our 
funds, the time of our Government and the time of people here. It 
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is a difficult problem to administer. If I might just refer back to 
one point, sir, that I started to talk about: In our missions we do not 
have people, staff people, who are experts in language testing. Our 
tests, therefore, have to be the kind of tests that a layman can ad- 
minister and give it to a non-English-speaking person. Therefore, 
our test is an all- important device to us. 

Mr. Narcuer. I would like to call your attention to page 77 of the 
report, point 2 under “Conclusions.” Mr. Victory, No. 2, there, as 
vou see, states as follows, and I quote: 

Where the test failed to meet requirements this can be traced to improper 
administration in the field; failure to properly assess minimum requirements, 
and lack of a clear idea as to what type of English is needed to meet different 
situations. As a rule, supervisors were too lenient in their ratings of partici- 
pants, With the result that passing scores were too low to meet training 
standards. 

Now, isn’t that the crux of the whole matter? It is just complete 
failure in the selection of the participants. Isn’t that what you paid 
$20,000 to receive—the information that the method used in selecting 
the participants and the tests absolutely failed in the field? 

Mr. Vicrory. Sir, I feel the report ‘showed cert: our that our ad- 
ee tration should be tightened up in this regard, but im addition, 
by the contacts he made with facilities in this country and getting their 
ideas as to what the test is and should be and what standards should 
be applied, we also got another dimension here. That is, how should 
we further refine the tests, quite apart from its administration. If 
I ay just go on here- 

Mr. Narcuer. Of course you had that information before you 
entered into this contract. 

Mr. Vicrory. We knew it in general but not as specifically as we 
needed to know it. 


RETURN OF PARTICIPANTS BECAUSE OF LANGUAGE DEFICIENCY 


Mr. Narcuer. Can you tell me how many were sent back because of 
inability to speak English fluently and to the extent that they could 


“not participate under this progr: am? 


Mr. Vicrory. No, sir, I could not. The number that would have 
heen sent back specifically and sent back in the sense that their train- 
ing program was abruptly terminated would be very few. It is very 
difficult for us to do that. They come representing another govern- 
ment, they are here as our guests, in a sense, Government sponsored : 
they have a personal situation so that if they were to be sent home 
without completing what they came for it would literally terminate 
the career of many of them, so in too many cases we have had to 
muddle through, not to cause this person embarrassment and not to 
embarrass his government. 

Mr. Narcuer. As a matter of fact. have you ever sent anyone back? 

Mr. Vicrory. For this purpose, sir? , 

Mr. Narcuer. Yes. Have you ever sent a single participant home ? 

Mr. Vierory. For this purpose 4 

Mr. Narcner. Yes. 

Mr. Vicrory. I cannot personally recollect it. 
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Mr. Narciuer. Can any one of you here in the room recall any one 
ease where a single participant was ever returned, due to failure to 
speak English fluently and to participate mnt he progr um ¢ 

Now. Mr. Garant. whiat observation would vou like to mak e at this 
point ¢ 

Mr. Grant. IT was going to say, sir, that in my observation of for- 
eion students in American colleges who have some command of 
English but not an adequate command of English is that the way this 
vets reflected is that the student who if he really had an adequate 
ommand of English mee L be an A student or B—plus student. He 
turns out by being a C or C-minus student. This means that he is not 
vetting the kind of | 
ticular course. He is getting the minimum amount of knowledge for 
our expenditure of $3,000, 84,000, or 85,000 Instead of two or three 


enefit that he should be getting from this par- 


times as much knowledge that would come if the Enelish language 
was not a barrier to his communication. 

Mr. Narcuer. Mr. Grant, briefly, isn’t it solely the fault of the 
US¢ yM in making the se ‘le et1lONsS oul in the field / Dor sn't if boil down 
tothat one point 4 

Mr. Grant. In one very real sense, you can sity yes to that. In 
nother sense we . WwW ashington may be det ‘lent. In the sense that 
we provide them with a form test and to the extent that that form 
test has inadequacies, this might be au cause of the trouble, or secondly, 
we may not have properly appraised our people in the field of the 
extent of command of English langua ve required, 

I am not sure this is always adequately realized in the field, that if 
you want to send a man for graduate study in physics, he has to have 
a very different command of the English language than if we were 
going to send him on a 4-month in-service study traming tour on 
Irrigation projects where he spe nds a month in Alabama, a month in 
TVA and a month, let us say, in California, working with U.S. Gov- 
ernment officials who are involved i in these irrigation projects and the 
extent of difference of the command of English required is sometimes 
not recognized and here we may have been deficient in appraising the 
held of the extent. 

Mr. Narener. Judging from what vou say, Mr. Grant, then I can 
come to the conclusion that you concur with Mr. Victory, that this 
expenditure was a just and reasonable amount to expend for this 
purpose ‘ 


PARTICIPANT TRAINING COSTS 


Mr. Granr. Assuming the problem is as Mr. Victory stated, which 
[ have no reason to doubt; if this means that we get 10 participants 
on which the U.S. Government has spent $30,000 to $50,000, who get 
real benefit out of the participant training next year as distinguished 
from only nominal, just those 10 would have largely paid us back our 
investment on that. 

Mr. Narcuer. Mr. Grant, you do not want. me now to believe that 
each participant is costing this country from $380,000 to $50,000, do 
you?! 

Mr. Grant. T did not mean to put it that way, sir. T was saying if 
10 participants cost a total of that amount. 

Mr. Narcurer. What was your answer to that, Mr. Grant ? 
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Mr. Grant. My answer was that this would be the total cost of 10 
participants, the average cost of this being one-tenth of that total. 

Mr. Narcuer. That is a little better. 

Mr. Anprews. Will vou yield ¢ 

Mr. Narcuerr. | am through, Mr. Andrews. 

Mr. Anprews. You stated in reply to a question that I asked, as I 
recall, oe at the average cost was about $3,500 per student. 

Mr. ANT. Yes, Sars This includes some shorter term and some 
longer term aaa. 

Mr. Anprews. It willaverage out about 83.500. 

Mr. Grant. That is right. That is page 20 of the volume 1 World 
Wide Summary.” 

‘ COVERAGE AND COST OF PROGRAM 


Mr. Anprews. You expect to get into this country during 1961, 
3,624 noncontract partic rom 

Mr. Granr. These will be the ones that we will program funds for. 
My understanding is that about 80 percent of the participants that we 
program funds for in this year come next year. - 

Mr. Anprews. Then you will have under contract 1,286 partic! 
pants ¢ 

Mr. pe r Yes, sir 

Mr. Anprews. Is the total cost for this program for participants 
under e either the noneontract or the contract program SB0.8ST7.000 for 
1961 7 

Mr. Grant. Sir, the total cost as allocated to the field for funding 
the noncontract. participants Is $30,857,000. In addition, then, you 
have certain additional costs here in the United States. They vel 
orientation and the like. 

Mr. Awnprews. Is that listed as contract services for S34. 

Mr. GRANT. No, sit. That Is, well, the ce st of servicing t 
in the United States for these rather eeneric matters such as on 
tion, where a large number x0 throug ‘hh at once is included unde "our 
interregional eXpehses, which is acl litive to the amount allotted tot 
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BREAKDOWN OF NONCONTRACT AND CONTRACT PARTICIPANTS 
Mr. Axprews. Could you supply for the record or tell me now whit 
is the total cost to this program for noneontract and contract partic 


pants under your training program? I would like to know the total 


— 


cost. 

Mr. Grant. Sir, I do not have the exact figure here. We could 
sert the approximate total for the reeord. 

(The information supplied follows :) 


The estimated funds to cover the identifiable costs of participant training 
included in the technical cooperation appropriation request for fiscal year 1961 
total $46,128,000. 

This total includes the following components: 

(a) $30,887,000 to cover the costs normally charged to participant elements 
of specific projects in country programs. These costs comprise transportation, 
maintenance, books and training supplies, tuition and miscellaneous training 
fees such as laboratory fees. This figure does not include participants covered 
under contracts. 
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(6b) Approximately $5,501,000 for 1,286 participants funded under contracts. 
These costs are estimated from the amounts shown under contract services in 
the country and regional programs. The estimates cover costs similar to those 
mentioned immediately above. 

(¢) $9,740,000 for participant support under the interregional program. This 
amount is estimated as that required to arrange training in the United States 
for about 11,600 noncontract participants. (This includes about 7,900 new ar- 
rivals and 3,700 carryovers, a small number of whom are financed under DS 
and SA projects. ) 

The total cost figures do not include the costs of USOM staff abroad required 
to plan and implement participant training. Such costs are included under 
technicians, contract services, and other costs. 


Mr. Narcner. Mr. Victory, I want to thank you for your statement. 
EXAMINATION FOR PARTICIPANTS 


Mr. Passman. This examination is something that was prescribed 
and committed to writing, so that you could follow it in the future? 

Mr. Vicrory. I do not understand, sir. 

Mr. Passman. The examination that you give to these participants 
is something that has been committed to writing, and you have estab- 
lished criteria, and it could be used by the missions in the future? 

Mr. Vicrory. Yes, sir. We have instructions and we will amplify 
those instructions by reference to this report. 

Mr. Passman. Could that not have been done just as easily on this 
contract, and saved that tremendous travel expense, going out to these 
six countries ? 

Mr. Vicrory. No, sir; we needed to know what was going wrong In 
the field also. 

Mr. Passman. But you won't have to go to the expense of sending 
these people out inthe future / 

Mr. Vicrory. No, sir. I think we have made a major step forward 
here. We will seek to improve this testing device now. We will 
impress upon them the need for strict adherence to its standards. 

Mr. Anprews. Mr. Chairman, may IL ask one other question ? 

Mr. Passman. Of course. 





DIFFERENCE IN AVERAGE COST PER PARTICIPANT 


Mr. Anprews. Speaking of the average cost of these participants, 
last year, on page 1500 of the hearings, I asked this question. Mr. 
Murphy answered it: 

The average cost of the 11,095 participants would not be 85,5007 

Mr. MurpHy. No, sir. 

Mr. ANDREWS. It would be around $5,000? 

Mr. Murpiry. Between $4,500 and $5,000. 

Now you say it Is an average cost of $3,500. What has happened, 
Mr. Grant / 

Mr. Grant. Well, sir, as I stated in my opening statement on page 
l4, we have the mterregional expenses proposed for next vear of $23.5 
million and on page 14 I state that approximately 41 percent of this 
total—I believe it is approximately $9 million is for support of the 
participant program so that you need to add this 89 million, if yor 
want to get the total eost 

Mr. Anprews. That is what I want. That is what I asked for. 
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Mr. Grant. Which I said we would insert for the record, sir, and 
the only reason I said we would insert it for the record was I do not 
have the figures on the cost of the noncontract participants. You need 
to add this $9 million to the $30 million set forth on page 20, plus the 
cost of your noncontract partic ipants and then when you divide the 
total number of participants into this you get your average cost. 

Mr. Passman. Thank you very much, gentlemen. We shall recess 
until tomorrow morning at 10 o'clock. 


Tuurspay, Aprin 28, 1960. 
Mr. Passman. The committee will come to order. 


ALLEGED WASTE OF AMERICAN AID FUNDS IN KOREA 


At this time, I should like to put into the record one of the first 
public statements of the Acting President of Korea, Mr. Huh. I 
quote: 

Mr. Huh said there were “certain points in present relations between the 
United States and the Republic of Korea which are smooth and satisfactory.” 
But he added: “I believe there is waste of American aid funds and improper 
management.” 


It is sad indeed when the Congress provides funds so far in excess 
of the amount needed to carry on a sensible program that many of 
those in charge of administering the program have reached the point 
that they are disgusted. Then, when you have heads of governments 
public ly state that we are mismanaging the program, and that funds 


going into the nations are being was sted, I think it is time to take due 
notic — these facts and act accordingly. 

Mr. Grant. Mr. Chairman, at the time of our defense support testi- 
mony we will be ina position to comment on these and it will be very 
appropr late at that time to discuss the factors underlying these par- 
ticular situations. 

Mr. Anprews. Are you familiar with that statement? Do you 
know anything about it? I read it in the paper last night and was 
shocked when I read it. 

Mr. Grant. Sir, I did not read the evening paper. I saw a state- 
ment inthe morning paper on this. 

These programs are by necessity joint programs and in some situa- 
tic ms vou might say you have the bull by the horns and these par 

icular comments, as ] inte rpreted them, I do not know the extent to 
kik they refer to the U.S. products or to the byproducts in Korea 
which are matters we can have some influence on in Korea but not 
direct control. 

Mr. Passman. IT want to say, in reply to that statement, that it is 
only natural for ICA officials to e pate to refute or gloss over some 
of these abuses. The most accurate statement, in my er that 
has ever been made before this committee was made by Mr. Campbell, 
appointed by the President as the ¢ ‘omptroller General, that the 
major trouble with this program is that you have had too much 
money, and not too little. We established yesterday that you have 
1.500 technical cooperation projects underway, some of them going 
Into the tens of millions of dollars. This is just as uncontrollable in 
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its present status as anything with which I have ever been associated, 

My face is red when the Acting President of Korea reportedly 
states there has been a waste of American taxpayers’ dollars in Korea 
in excess of $200 million. 


Trurspay, Aprin 28, 1960. 


TECHNICAL COOPERATION, EUROPE , 
WITNESSES 

OLIVER L. SAUSE, CHIEF, AFRICAN AND EUROPEAN OPERATIONS 

PROGRAM STAFF, ICA 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, ; 
MUTUAL SECURITY, DEPARTMENT OF STATE 

1 

Mr. Passman. We shall deal this morning with “Technical coop- 


eration, Europe.” 

The estimate for “Technical cooperation, Murope,” for fiseal year 
1961 is $4 million. The program for fiscal year 1960 was $2,700,000. 
You are asking for an increase of $1.3 million for the technical co- 
operation program in Europe. 

Mr. Grant, will you testify for this, or do you have a man from 
this region to testify ? 

Mr. Gran. Sir, we will jointly testify. 

Mr. Passman. Who is in charge of this program in Kurope ? 

Mr. Grant. Mr. Sause is the regional program officer for the Euro- 
pean region. 

Mr. Passman. Then let us direct the questions to you, Mr. Sause. 


INCREASE ATTRIBUTED TO YUGOSLAV PROGRAM 

Why are you requesting an increase of $1.5 million for Europe for 
fiscal year 1961 ¢ 

Mr. Sause. To increase the program in Yugoslavia, Mr. Chairman. 

Mr. Passman. That is as straight an answer as one could expect. 


EMPLOYMENT 


What is the proposed number of personnel in this program in Eu- 
rope for fiscal vear 1961 4 I might as well expand the question to in- 
elude U.S. personnel, contract personnel, and participants. 

Mr. Sause. For 1961. Mr. Chairman 2 

Mr. Passman. Yes. 

Mr. Savusr. A total of 45 direct hire and 76 contract personnel. 
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COST OF CONTRACT EMPLOYER 


Mr. Passman. A contract employee costs as much as a direct, hire 
employee, or more; does he not? 

Mr. Sause. I think it depends on the country and on the nature of 
the contract. 

Mr. PAssman. I mention that. because I think that during the week 
it was established that in Latin America the average cost of a contract 
employee was $13,000; and last year the ICA established $15,000 as the 
average received by a contract employee in Tran, and when you in- 
cluded all the fringe benefits the average was $30,900 annually. 

Will you tell us the average cost per contract employee in Europe ? 

Mr. Sausp. As I say, if you use short-term contract personnel, if 
you have two or three people on the same project during the year, 
because of the fact that these are all engaged in travel your total 
one-Man year may be higher because of the three-man travel cost 
involved, 

Mr. Passman. Just give us the average cost. 

Mr. Sausr. In Yugoslavia, for example, we have a cost for con- 
tractual services of $1,878,000 estimated for 1961, of which approxi- 
mately $900,000 would be for contract personnel, 

Mr. PASSM AN. And how many would be employed? Give us the 
average. 

Mr. Sause. This would take care of 55 contract employees in Yugo- 
slavia. 

Mr. Passman. Fifty-five contract employees at. a cost of $900,000 ? 

Mr. Sause. That isthe estimate. 

Mr. PassmMAn. That is just salary, or is that the total ? 

Mr. Sause. That isthe total cost for personnel. 

Mr. Passman. That is a little over $16,000 per individual. 


NUMBER OF PARTICIPANTS 


Ifow about the participants ? Ilow many are there? 

Mr. Savse. We are programing 174 participants in Spain in 1961. 

Mr. Passman. Against how many in fiscal 1960 ? 

Mr. Savse. 253. 

Mr. Passman. But there is no decrease in money ? 

Mr. Sause. No. sir. This is beeause of the change in the—well, 
there is a lower total cost. 

Mr. Passman. You had $2.7 million for these two countries in 
Europe last year, and you are asking for $4 million for fiscal year 
LOGL. 

Mr. Savse. That is in considerable part due to (1) the direction in 
which the participants are going; and (2) the type of training which 
they are undergoing. 

Mr. Passman. What is the total increase for Europe of partici- 
pants ¢ 

Mr. Sause. In money ? 

Mr. Passman. No; in number of participants in Spain and Yugo- 
Slavia. 

Mr. Sause. We are actually decreasing the number of participants. 

Mr. Passman. The net is a decrease / 
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Mr. Sause. The net isa decrease. 
Mr. Passman. But the cost of the program projected into 1961 wil 


be $4 million, as compared to $2.7 million last year ¢ 
Mr. Sause. But that is not all for participants, Mr. Chairman. 
Mr. Passman. Iam speaking of the overall program. 


Mr. Sausr. That is correct. 
SPAIN 
Summary of program by major cost component and field of activity 


Dollars in thousands] 


| 
m S4 
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! \ 100 OOF 
INCREASE IN CONTRACT TECHNICIANS 
Mr. Passman. Page 28 indicates that while you have no new proj- 
ects, vou are proposing to increase the number of contract technicians 
by seven and the cost by contractual services by S1L18.000, Is that a 
correct statement / 
Mr, Murvuy. Yes, that is correct. 


NONCON TRACT PARTICIPANTS IN SPAIN 


Mr. Passman. How does the expen diture of 84,000 for noncontract 
partic Ip: units aid in « ‘Trop inprove ment / 

Mr. Which country is that, 

Mr. Ins 


SAUSE. sir / 


7 
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Mr. Sause. These are participants that are sent for courses of study 
either in the United States or Europe. I think in the case of crop 
improvement they would be sent tothe United States, sir. 

Mr. Passman. They are noncontract participants / 

Mr. Sause. Yes. As a matter of fact, in Spain we do not have 
any contract participants. 

Mr. Passman. That was my question, how does the expenditure of 
$4,000 for noncontract participants aid in crop improvement ¢ 

Mr. Savuse. By the knowledge these noncontract participants 
bring back to Spain. 

Mr. Passman. How many participants does this expenditure of 
$4,000 cover 4 

Mr. Savuse. I think that would probably be two participants, but 
let me check on that. 

Mr. PassmMan. That would be $2,000 each, if there are two. 


CONTINUING PROJECTS IN SPAIN 


Which of the industry and mining projects are being “beefed up” 
this vear? 

Mr. Sausr. In Spain / 

Mr. Passman. Yes. 

Mr, SAvse. Export promotion. 

Mr. Passman. What is the amount of the increase in each one? 

Mr. Sause. We have obligated through June 1959, $18,000 for ex 
port promotion and we are progr aming $20,000 for export promotion, 
an export promotion consultant, in 1961. There is an increase in 
the industrial consulting serving and we are progr: aming a foundry 
consultant. for which we had no funds programed in fiscal year 1960, 
~~ we did in 1959. 

. Passman. How could you call them continuing projects, if you 
hh; 2 no i ior vear allotment to them ¢ 

Mr. Sause. [am not quite sure of when the foundry consultant, for 
example 

Mr. Passaan. These are not new projects? These are continuing 
projects ¢ 

Mr. Sacusr. These are not new projects. The term “continuing 
projects” means we have been working in this field before. 

Mr. Passman. You had no program last vear? 

Mr. Sause. No. but I do not know when the man entered on duty 
in 1959. He Mav have entered on duty in late 1959 and there may 
have been a lapse. 

Mr. Passman. You may have gone a year without any personnel 
assigned to that at all, then 7 

Mr. Savse. I do not think so, but I will check. 

fr. Passwan. It could be that way / 

Mr. Sause. Certainly it would be on a phased basis. 

Mr. Passman. What is the length of a consultant's contract ¢ 

Mir. Sause. It varies very greatly. It mav vary from 6 weeks to 2 
seu V | 

Mr. Passwan. Yugoslavia’s technical cooperation program is 83 

nillion for 1861, an inerease of $1.3 million above the 1960 progran.. 


Vr. SAUSE. Yes. 
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AGRICULTURE PROJECTS 


Mr. Passman. How much is programed in 1960 for agricultural 
projects in Yugoslay ia? 

Mr. Sause. $505,000, Mr. Chairman. 

Mr. Passman. What is being scheduled for 1961 for agricultural 
projects in Yugoslavia ? 

Mr. Sausg. $800,000. 

Mr. Passman. As page 31 indicates that Yugoslavia is approaching 
agricultural self-sufficiency, why are we expanding our agricultural 
projects at this time ? 

Mr. Savse. What we are doing, Mr. Chairman, or what we are 
planning to do in 1961, is to enter into a university contract to in- 
stitutionalize our assistance to Yugoslav agriculture. 

Mr. Passman. You say they are approaching agricultural self- 
sufficiency. Why would it be necessary to expand the program by 
$300,000 7 


Mr. Savsr. Beer use this would involve a university contract which 
would have to be forward funded. 

Mr. Passman. What would be the amount of that contract ? 

Mr. Savusre. We have not negotiated it yet. 
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Mr. PassMAN. With what university would the contract be made ? 

Mr. Sausr. We have not selected the university yet. 

Mr. Passman. How do you establish the price, if you have not 
selected the university and have had no negotiations as to cost ? 

Mr. Savse. We made the estimate based upon our previous experi- 

ce in this field. 

Mr. Passman. In view of the fact that we have other programs 
going on and Yugoslavia is approaching self-sufficiency in the field of 

iculture, do you think great harm would be done if we dispensed 
with this additi yi al $300,000, and did not enter into the contract ? 

Mr. Sausr. Ido, Mr. Chairman. 

Mir. Passman. Even though they are approaching agricultural self- 
iliciency ? 

Mr. Sause. I think they are approaching agricultural self-suffi- 
iency for a variety of reasons. They have had favorable weather in 
the last couple of years. Approaching self-sufficiency could mean 
self-sufficiency on a fairly low diet. 

Mr. Passman. You can interpret these justifications just about as 
you Want to, but since we are on the subject of what you call “ap- 
roaching agricultural self-sufficiency,” just about what stage are 
lev in’ 

Mr. Sausr. You mean behind our techniques ? 

Mr. Passwan. You said Yugoslavia is approaching agricultural 
lf-suflicieney. When do you think they will be self-sufficient, agri- 
ulturally speaking? 

Mr. Sausr. That is a very difficult projection. The next 2 years in 
| row may bring medium or poor weather. I really could not make 

projection like that and be definite about it. 

Mr. Passman. I think the question answers itself when you refer 
to Mr. Grant’s statement of yesterday, in which he said you have 104 
ontracts with 58 colleges and universities in 30 States and the Dis- 
trict of Columbia: and T think it has been rather well established that 

about every former Government employee who cannot get a job 
‘lsewhere is given a job in that program. Mr. Natcher uncovere d the 
facts a few days ago concerning the Governmental Affairs Institute; 
nd whe ‘n we go over the technical qualifications of some of the per- 
son nel | in that program, we find some of these people had been demoted 
intil they got jobs in this program. As the gentleman testifying 
ia that is a typical contract, that certainly gives a clue as to what 
some of the other contracts will be. 

Mr. Granr. Sir, the witness, Mr. Lawson, may have used a word 
subject to misinterpretation when he was asked if this was “a” typical 
contract. He replied it was an “atypical” contract, meaning 
\-t-v-p-i-e-a-l, instead of two words. 

Mr. Passman. Mr. Lawson seemed to be very proud of that project. 
I think the record shows, by implication at least, that he felt if all 
the other contracts were as good we had really brought into being 
something that was superior. I think the record speaks for itself 
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MATERIALS TESTING AND RESEARCH LABORATORY CONTRACI 


Would you give us a little detail on this Highway Materials Test- 
Ing and Research Laboratory, for which you have $300,000 pro- 
eramed for contractual services 

Mr. SAl SE. That is to: assist the Yugoslav (rove Tinent in establish - 
ing a highway institute for the training of engineers and technicians. 
We expect that this will be carried out through a contract in fiseal 
year 1961, possibly with the Bureau of Public Roads. 

Mr. Passman. This isa continuing cont ract 31s it not? 

Mr. Sausr. We have been working in this field before but we would 
be going into this contract. 

Mr. Passman. But is it a continuing contract ? 

Mr. Sause. It is a continuing project but not a continuing contract. 


EXPLANATION OF “CONTINUING PROJECTS AND CONTRACTS 


Mr. Passman. What would be the difference between a continuing 
project and a continuing contract ? 

Mr. Savusr. For example, if we start off in highways we may hire 
one individual highway consultant to come out and work with the 
Yugoslav for a short time. We have already been working in this 
field of highway improvement. 

Mr. Passman. The use of the word “continuing” would mean vou 
would expect to get annual appropr lations to continue this project. 
Is that not the way you would interpret it ? 

Mr. Savse. The “continuing” means it would be continuing in 1961 
in the fields in which we have been operating in previous years. 

Mr. PassmMan. And maybe subsequent years ? 

Mr. Savse. That would depend on the projects. 

Mr. Passman. When you use the word “continuing” here, the com- 
mittee is bound to come to the conclusion that this could be indetinite, 
and could go on for years. 

Mr. Granv. It could, sir. I think these projects go through dif- 
ferent phases and if we initiate a program by sending out, as Mr. 
Sause said, a consultant to work with the Government for several 
months, this could be the first phase of a project. .A second phase of 
that project may be to build an institution in the country to do this 
kind of work, and in this case we are planning to enter into a contract 
with what we think is an extremely competent agency in this field of 
roads, 

LACK OF COMPLETE PROJECT DATA 


Mr. PassmMan. How would the committee have any way of knowing 


this isa proposed new contract, just by referring to the information 
on page 37 of the justifications ? 

Mr. Grant. Sir, there is a certain amount of information that can 
be put into the books. There is a certain cutoff point on the extent of 
information we provide on individual projects. As you know, we 
have the open projects book which indicates the series of projects with 
their size and other specifications which are described in considerably 
greater detail, and a large percentage of the total money is covered in 
that book. 
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Mr. Passman. Is it spelled out in your justifications, in the book 
that you mentioned here, the “MSP Congressional Presentation, List 
of 1961 Major Active Projects” ¢ 

Mr. Rees. No. 


PUBLIC DEBT BURDEN ON ECONOMIC FUTURE OF THE U.S 


Mr. PENS There was an exchange of words across the table 
yesterday between Mr. Grant and myself, and Mr. Grant said we 
were not mortgaging the future of generations yet to be born. I want 
to quote from one of the most able men in Government, Mr. Maurice 
II. Stans, the sudget Director. I quote: 

He (Mr. Stans) insisted the Federal Government just didn’t have the money 
to meet all requests. “The brutal truth is we have put so much on the cuff that 
grievous burdens have already been laid on our economic future.” 

He said the public debt of $290 billion “is far from all we owe for the past.” 
It does not include an already accrued $30 billion for military retirements, 
$25 billion in retirement benefits for civilian employees, and $3800 billion in future 
pensions, Compensation, and other benefits voted to veterans. 

He noted that the public debt, plus $350 billion in future obligations for past 
services, plus $98 billion “in future COD’s” adds to nearly $750 billion. 

Just get Mr. Stans’ statement, and read it, and you will know why 
we are trying to establish how far you people are committing our 
Government, speaking of the ICA and the policymakers and these 
people who write legislation and send it to Congress and get it passed. 
We want to establish just how much additional money must be added 
for our foreign commitments. That is actually what we are trying 
to uncover, and if you will cooperate it will be very helpful. There 
is bound to be some way to project this out into the future. 


PROJECT COMPLETION DATA REQUESTED 


Let us get an understanding as to how many years it will require 
to bring to a completion 1,500 projects pega 

Ilave you started that compilation for us, Mr. Inspector General ? 

Mr. Murrny. I person: ally have not. 

Mr. PassmMan. Would that be your job / 

Mr. Mureny. No, sir. That would fall within ICA. 

Mr. Passman. Of whom can we make the request / 

Mr. Grant. There is a request in the record of yesterday, sir. We 
are moving forward with preparing the information that you re- 
quested yesterday. 

Mr. PassMan. Would it be possible to have it by next Wednesday ? 

Mr. Grant. We could have total figures by 

Mr. Passman. For all 1,500? 

Mr. Grant. We could have them by next Wednesday. Our stand- 
ard reporting form in from the field gives an estimate of further 
funding which is recommended. 


NEW AND CONTINUING CONTRACTS 


I think it is important, sir, in connection with the contract. money 
that precipitated this comment of yours, to point out that in a very 
real sense this is all for what might be described as new contracts. 

Mr. Passman. New contracts / 

Mr. Grant. Well, it is either for extending a contract or for a com- 
pletely new contract, but it would be feasible in the normal case where 
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we are planning an extension if no additional funds were provided 
to bring that particular stage to a close. 
Mr. Passman. You are talking of the Yugoslavia contract now ? 
Mr. Grant. Iam talking about contracts generally. 
Mr. Passman. Gentlemen, how are we going to know? In your 


Mr. Grant. In a sense you can say that these all represent new obli- 
cations beeause if there is a contract that is ben na exte nde d that con- 
tract. does not commit us to providing any more funds than were 
originally provided. 

Then if additional funds were made available by Congress we could 
proceed with an additional phi: ise of the contract. 

Mr. Passman. That is perfectly understandable. One Congress 
ean certainly pass legislation offsetting what some other Congress 
has done. 

What we are trying to pin down is whether or not the subject con- 
tract isa new contract or whether it is a continuing contract 

Mr. Grant. I believe in this case our individual witnesses can 
testify as to whether a contract is a new contract or an extension. 

The books themselves do not indicate whether these are new con- 
tracts or extended contracts. 

Mr. Passman. Continuing, you mean? Is that what you mean by 
the C here? 

Mr. Grant. The C refers to the project as distinguished from the 
individual components and contract services represents one com- 
ponent. 

Mr. Passman. We asked for the cost of new projects. Will this 
contract be included in that floure of new contracts, or will 1 t be in 
the figure of continuing contracts? 


contracts. 

Mr. Passman. That is correct : new projects. 

Mr. Grant. This figure would not be included in the cost of new 
projects. This is the implementation of another phase of a several 
phase contract. 





book you have either new or continuing. It cannot be both; can it? 


Mr. Grant. Sir, vou asked for new projects as distinguished from | 
’ pro] 


Mr. Passman. Then it is a continuing project, and not a new | 


project. 
Mr. Savuse. That is right. 


Mr. Anprews. In this big book labeled “MSP, Congressional Pre- 


sentation” you list the bigger projects for Yugoslavia and other 
countries. 

Mr. Grant. The bigger projects are primarily included in here. 

Mr. Anprews. They are the continuing projects which go on from 
vear to year‘ 

Mr. Grant. On the bigger ones, yes. 


PROJECT FINANCING 


Mr. Anprews. Are the projects in this book T just referred to fi- 


nanced with prior year appropriations ? 


Mr. Grant. In that book they are financed with prior year ap- | 


propriations and they show the estimate for this year as well as the 
proposed amount for fiscal vear 1961. 
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Mr. Anprews. Then in this book, the technical cooperation func- 
tional presentation, mutual security program, fiscal year 1961 esti- 
mates, you show for Yugoslavia on page 37 new projects to be financed 
with new appropriations for fiscal 1961. Is that mght? 

Mr. Grant. Sir, this shows all funding required for either con- 
tinuing or new projects, if there are any new projects. 

Mr. Anprews. That is not my understanding. 

Mr. Murrey. Perhaps I can help here. 

Mr. Anprews. The Inspector General told me that the projects 
in the MSP book were the old continuing projects which would be 
financed out of prior year appropriations. 

Isthat right, Mr. Inspector General ? 

Mr. Murpny. Yes, sir; certain of them, not all of them. I refer 
to the big money items. 

If you look at page 7 of the open projects book, here is a project 
for Yugoslavia in forestry. It states technical cooperation proposed 
for fiscal year 1961, $100,000. 

If you look under “Agriculture and forestry” in Yugoslavia in this 
other book you find that same $100,000 with the cost components 
broken out on page 37. 

This is the $100,000 under column fiseal year 1961. 

The previous column in the open projects book shows the prior 
year funding which has been applied to this project. 

You will also notice there is a component of the forestry project 
financed from special assistance funds. When we get to the special 
assistance presentation and have a book on special assistance in front 
of you, you will have a blue sheet like this which again will list the 
forestry project and show the $20,000 of special assistance funds re- 
quired for 1961 broken out by costs 

Mr. Axprews. Where will the $20,000 come from ? 

Mr. Murpeny. Special assistance appropriation. 

Mr. Anprews. That is all. 


WORLDWIDE CIVIL SERVICE PROGRAM 


Mr. Passman. This is how programs and projects get started: 

“World civil service urged,” Representative Chester Bowles, Demo- 
crat, of Connecticut, last night Sing 208 an international civil service 
as part of a major expansion in foreign assistance, particularly in 
regard to Africa. 

Have you any request in this program ? 

Mr. Conte. It was Opex, Mr. Chairman. Twas there last night. 

Mr. Passman. Do you have any request in here for this worldwide 
civil service program, particularly for Africa ? 

Mr. Grant. Sir, there is in the U.N. technical assistance request 
funds for a variety of purposes which I believe includes the service 
called Opex which the Congressman from Massachusetts referred to. 

Mr. Passman. I do not think my constituents would know what 
you are talking about if you say Opex. 

I want to know whether you have money in the bill. 

Mr. Granr. Sir, there is nothing in the request. in the bilateral 
cooperation program before you for such a program. 
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The term *Opex,” as I understand it, is the initial abbreviation for 
operating experts. 

Mr. Passman. Let us forget about operating experts. I shall try 
again. I shall go very slowly so you will know what I am trying 
to find out. [ quote: 

Representative Chester Bowles, Democrat, Connecticut, last night proposed 
an international civil service as part of a major expansion in foreign assistance, 
particularly in regard to Africa. 

Do you have anything in this money request, or any other request 
to come before this committee, to proy ide money for the establishment 
of, or study for, this worldwide civil service program / 

Mr. Gran. There is nothing programed in this request for bilateral 
assistance. 

Mr. Passman. That is not what I said. 

Read back what I said. 

(Mr. Passman’s question read.) 

Mr. Granr. There is nothing, sir, in the bilateral program provided 
for this purpose in the request before you. 

Mr. Passman. This committee handles funds for the U.N. technical 
assistance. You understand that, do you not, Mr. Grant ? 

Mr. Granr. I certainly do, sir. 

Mr. Passman. And it comes before this committee. Do you have 
anything in the U.N. expanded technical aid program to cover this/ 

Mr. Granv. Sir, I am not personally familiar in detail with the 
ULN. operations. Mr. Wilcox testified to this. 

Mr. Passman. Do you know whether there is any money in any of 
the requests ¢ 

Mr. Rees. This is not a matter within ICA’s direct responsibility, 
sir, so IT have no knowledge of it. 

Mr. Passman. That is not what I asked. Do you know of any 
money that may be in the United Nations expanded technical aid 
program which may provide money for this worldwide civil service 
ageney recommended 

Mr. Rers. [ have no certain knowledge of it, sir. 

Mr. Passman. No uncertain knowledge, either? If vou have no 
certain knowledge, do you have any other kind of aiviadiett 

Mr. Rees. A general understanding, yes. In certain countries with 
very rudimentary civil services, such as in Africa and in Laos, the 
U.N. technical assistance program occasionally provides technical 
experts. 

Mr. Passmwawn. It could conceivably cover this? 

Mr. Rees. I gather this is proposed on a scale which is not now 
in existence and is not contemplated, as I understand it, in the pro- 
posals before the U.N., and proposals in MSP this year. 

Mr. Passman. It could cover it ? 

Mr. Rres, Not as I understand it under presently proposed funding. 

Mr. Narener. What would keep the United Nations technical 
assistance program from carrying out this function if they wanted to? 
What restraint would there be ? 

Mr. Gran. Sir, lam not familiar with the restraints on what the 
United Nations does with the funds we contribute to it. 

Mr. Narcuer. Mr. Grant, you agree with me that under the tech- 
nical assistance program of the United Nations Organization if they 
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desire to inaugurate and carry out this particular program that there 
is not a thing vour department can do about it 4 

Mr. Grant. Not athing ICA ean do about it, sir. 

Mr. Passman. That is what I am trying to find out. 

Mr. Narcuger. That was the chairman's question. 

Mr. Contre. I happened to hear the speech of Mr. Bowles. This 
was his idea, establishing a worldwide civil service group for technical 
assistance. It was his idea and he was promoting it for the U.S. 
Government, on a bilateral basis. He also spoke of the multilateral 
programs and places that may be sensitive of receiving bilateral aid. 

Mr. Passman. There will be a lot of ill feeling, if those people are 
sensitive to accepting U.S. aid. 

Mr. Bowles also said : 

In the decade of the 1960's Africa will be ruled largely by black men, but, 
to a considerable extent. administered by white foreigners. That must be the 
case until the Africans themselves can create the new generation of leadership. 


CONNALLY AMENDMENT 


Of course, he suggested this come out of the U.N.; and out of the 
ICA money has been put up to strike from the statute books the Con- 
nally amendment, so that it is a lot more farfetched than this. 

Mr. Merruy. The ICA has nothing to do— 

Mr. Passman. $50,000 for a special study. 

Mr. Murreuy. You speak of the American Bar Association which 
happens to be recommending repeal to the Connally amet ndment. 

Mr. Passman. It happens to be that the ICA did put up $50,000. 

Mr. Murrnry. It had no connection whatsoever, Mr. Chairman, with 
the Connally amendment. It happened they made a contract to help 
regional and international conferences on peace through law. 

Mr. Passman. You put it up for a study / 

Mr. Murrny. No, sir: not the Connally amendment. The money 
[CA put up had nothing whatsoever to do with the Connally amend- 
ment. It happened to use the services of an organization which also 
happens to be endorsing the repeal of the Connally amendment. That 
is as close as the connection is. 

Mr. Passman. I am fond of the Inspector General, you understand, 
but fortunately I do not forget things that quickly. 

I happen to have a copy of the letter you gave me, and I will just 
bring over the letter. 

Mr. Murpny. The letter will not contradict what I just said. 

Mr. Passman. One is contradictory, so let us see. 

Mr. Mcreny. Fair enough. 


INCREASE IN PARTICIPANT COSTS 


Mr. Passman. The cost of participants is increasing from $794,000 
in fiseal 1960 to $1,227,000 in 1961, pertaining to Yugoslavia. 

Mr. Sause. Yes, sir. 

Mr. Passman. What is the necessity for this increase ? 

Mr. Savsr. The increase in the average cost of particapants, Mr. 
Chairman, results from a change in the direction where the partici- 
pants undergo their studies. 
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In previous years large numbers of Yugoslav participants went to 
Europe, to various places in Europe. 

For example, last year out of 442 participants, roughly two-thirds 
went to Europe and one-third to the United States. 

In 1961 we anticipate that the proportion will be 50-50. 

Mr. Passman. Is this like the military operation in World War IT! 
If you were in California, and lived there, they would ship you to New 
Jersey to be separated, and if you lived in New Jersey they would ship 
you out to California to be separated? Is that one of these sorts of 
mixed-up travel deals? Is that where the extra expense comes in/ 


INCREASE TRAVEL EXPENDITURES 


Mr. Sausr. The extra expense arises in part because travel costs to 
the United States are more expensive than travel costs to Europe. 
Since the nature of the program is changing we will find an increasing 
number of participants going to the U nited States to seek training 
whereas in previous years the greater number went to Europe. 

Mr. Passman. How many came to the United States out of the 
number that you had in fiscal 1960? 

Mr. Savusr. Roughly one-third. 


YUGOSLAV PARTICIPANTS IN UNITED STATES 


Mr. Passman. How many will you bring in for 1961? 

Mr. Savusr. About 225. 

Mr. Passman. You brought 260 in 1960 and you will bring 225 
in 1961? 

Mr. Sausr. No. sir. I said we are bringing one-third to the United 
States in 1960. 

Mr. Passman. How many will you bring in in 1961 ? 

Mr. Sause. About 225 

Mr. Passman. You will bring less in 1961, then ? 

Mr. Sausr. No, sir. 

Mr. Murriry. The 794 is thousands of dollars and not participants. 
That is the amount of dollars spent for participants. 

Mr. Passman. How many participants involved / 

Mr. Sausr. 442 in 1960. 

Mr. Passman. But you are asking for an increase in this account 

Mr. Savuse. Yes, sir. 


CONTRACT PARTICIPANT 


Mr. Passman. What isa contract participant ? 

Mr. Sause. He is a participant who is funded through a contract. 

Mr. Passman. Any man who reads that and can understand it 

Mr. Savse. I can do more justice to that answer. 

Mr. Passman. Unless you want to elaborate that is all right. If 
that is your understanding of it let us just close the record on that. 

Mr. Savsr. As I mentioned, I think I can do more justice to it than 
that. 

Mr. Passman. Try. 

Mr. Savse. For example, if we have a university contract involving 
U.S. technicians or professors, we may also arrange to have funded 





out of that contract participants traveling to the United States who 
have been selected by the U.S. advisers whom we have under his 
contract. 

Mr. Passman. Ido not think you helped it much. 


INDUSTRIAL MANAGEMENT DEVELOPMENT PROJECT 


How long has the industrial management development project been 
in operation 4 
Mr. Sausr. We have been working in that field since 1954, Mr. 
Chairman. 
Mr. Passman. Would you give us the total cost to date ? 
Mr. Sause. The total cost to date in technical cooperation is 
ts to f $505,000 estimated through fiscal year 1960. 
rope. Mr. Passman. That is technical cooperation only. 
ising Mr. Sause. That is right. 
ning Mr. Passman. My question was as to the total cost to date. 
Mr. Sausr. Added to that would be $475,000 in defense support 
and special assistance, 
Mr. Passman. Can you project this to its ultimate conclusion and 
tell us the total cost after it is completed 7 
Mr. Savusre. We propose additional funding for that contract for 
this project in 1961 and we will probably wish to continue it through 
1962 
Mr. Passman. You have spent almost $1 million on it already. 
Mr. Sause. Yes, sir, obligated almost that much. 
Mr. Passman. If you add the amount that you propose for 1961 
then it would be about $1,180,000. 
Mr. Murpny. I get $1,280,000, Mr. Chairman. 
Mr. Passman. Mr. Gary ? 


PROGRAMS FOR SPAIN AND YUGOSLAVIA IN 1961 


Mr. Gary. What have you earmarked for Spain in 19617 

Mr. Savuse. $1 million, Mr. Gary. That is in technical cooperation, 

Mr. Gary. What is that to be used for ? 

Mr. Sause. To continue essentially the same kinds of programs we 
have been operating before in agriculture, industry, mining, and 
transportation, and public administration. 

Mr. Gary. How about Yugoslavia ? 

Mr. Savse. $3 million for fiscal year 1961 compared to $1.7 million 
in fiscal year 1960. 

Mr. Gary. Why the increase there ? 

Mr. Sausr. Two things, sir. 

Mr. Gary. What did Spain get this past year? 

Mr. Savusr. $1 million. 

Mr. Gary. So you are requesting the same for Spain for 1961 

If they had in L960 4 
. Mr. Sausr. Yes, sir. 
than 
PROGRAM CHANGES IN YUGOSLAVIA 


Mr. Gary. And you are requesting an increase for Yugoslavia from 
“1.7 million to $3 million / 
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Mr. Sausr. Yes,sir. 

Mr. Gary. What isthe reason for that / 

Mr. Sause. The reason for that is that there is a change in the 
nature of the program in Yugoslavia. For one thing we are going 
into several new contracts which have to be forward funded. That 
is the eee reason for the increase in Yugoslavia, 

Mr. Grant. In addition at this time we are drastically reducing 
the special assistance program. Mr. Kohler, Assistant Secretary, 
can testify further on this when he comes up, but the technical coop- 
eration program gives us a real opportunity for working with the 
Yugoslav Government and with their people, and bringing their 
people to the United States and subjecting them to what vou mieht 
call the climatic conditions in the United States. 

In other words, this program gives us an extensive return in the 


sense of influencing attitudes of a wide range of people in Yugoslavia, 


and the United States has a distinct interest in trying to create a feel- 
ing as broad as possible among the people in Yugoslavia, as friendly 
and sympahetic toward the United States and the West as possible. 
Technical cooperation isa very effective device for doing this. 

Mr. Gary. The change mentioned is not a change in the nature of 
oe cies ion that you are making, Is it / 

Mr. ‘nr. It represents mere ‘ly a stepping up somewhat of our 
inn cooperation at the time we are drastically cutting back on 
spec ial assistance. 

The Yugoslav program, as you may recollect, sir, was approxi- 
mately $122 million of ICA assistance in 1953. This gradually has 
dropped to where it was 811 million in 1959, and a total of S7 mil- 


lion this year. It is proposed to in fiseal year 1961, so 

this leaves us with the technical cooperation as the principal 
Mr. Gary. The is the total, including technieal assistance?! 
Mr. Grant. Yes, sir. 


Mr. Gary. You are ’ 
Mr. Grant. Yes, sir 
PROGRAM IN SPAIN 


Mr. Gary. How about the total for Spain / 

Mr. Sause. This year / 

Mr. Gary. This year as compared with last vear’s reque st. 

Mr. Sausr. This vear we are requesting $1 million, and last year was 
$1 million. 

Mr. Gary. Are you talking about the overall pict ure now ¢ 

Mr. Gran. For fiscal year 1960 the total is $45 million of defense 
support and $1 million for technical assistance. 

For fiscal year 1961 we are proposing a total of $1 million of tech- 
nical cooperation. 

As you may know, sir, we have had a significant improvement i 
the situation in Spain with the major st: abilization agreement cia 
which the International Monetary Fund, the U.S. Government, and a 
series of European countries went together with a major package for 
Spain. 
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Mr. Gary. That was $200 million plus, $249 million, was it not 
Mr. Savusse. Exclusive of U.S. Government assistance. it amounted 


to about $246 million. 


Mr. Gary. I was guessing pretty close. 
AID TO YUGOSLAVIA 


Mr. Passman. With respect to the technical aid program to Yugo- 
slavia, you are requesting $3 million, which is an increase of $1.3 
million over your 1960 request, or the 1960 allocation ¢ 

Something was mentioned about cutting back on special assistance. 

The executive department could change its mind on short notice 
and resume the special assistance if it so desired, could it not ¢ 

Mr. Granv. If it were desirable for U.S. interests to bring about a 
change: yes, sir. 

Mr. PassmMan. That is exactly what I said. We don't have to hear 
asales pitch on all of these answers. 

Yugoslavia in 1957 served notice on us that they would accept no 
further U.S. military aid. Is that situation still in effect 

Mr. Murruy. Yes, sir. 

Mr. Passman. Thank you, Mr. Gary, for yielding. 

Mr. Gary. The figures you just gave us do not include the Develop- 
ment Loan Fund ¢ 

Mr. Grant. No,sir. 


PLF PROGRAM IN YUGOSLAVIA 


Mr. Gary. Do you know what the proposal] is from the Develop- 
ment Loan Fund for Spain and Yugosl: avila f 

Mr. Grant. Sir, we do not program in advance on the Development 
Loan Fund as a general practice so that we have no firm proposal 
before you for 1961 for either of these countries for the Deve lopment 
Loan Fund. We can give you the figures for 1959, as to whether 
any loan approvals have been given in 1960. 

For Yugoslavia there were no new DLF loan approvals as of the 
end of the first 7 months of the fiscal vear, and there had been $51 
million of DILF loans in 1959. 

In Spain 

Mr. PassMan. Wait a minute. 

Mr. Grant. $43.8 million of DLF loan approvals in 1959 and $2.7 
million of loan approvals in the first 7 months of fiscal vear 1960. 

Mr. Gary. The DLF loans were in the package deal vou spoke of a 
few moments ago, were they not / 

Mr. Grant. This was my understanding. I will refer to Mr. Sause. 

Mr. Savsr. Not inthe package. 

Mr. Gary. On page 41 of the justifications it appears that the De- 
velopment Loan Fund obligated about $51 million for Conan 

Mr. Sausr. Yes, sir. 

Mr. Gary. Through January 30 of 1960, 

Mr. Gran. I believe those are cumulative totals which would 
clude the 1959 $51.5 million I mentioned which were approved in fiscal 
year 1959. These would be cumulative to date. 

Mr. Taner. How would they file a statement of 1960 operations in 
cluding the 1959 operations 4 
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Mr. Murreny. In some tables we show cumulative information for 
the countries and in others we break it down by fiscal years. 

Mr. Taner. Why don’t you say so 4 

Mr. Murruy. Unfortunately I do not have a copy of that presenta- 
tion book in my possession, but I do know we have several tables in it. 
One shows the activity by fiscal year and one shows it cumulatively, 
This must be a cumulative table. 

The book on page 32, the book we have in front of us, shows a table 
which has the breakdown by fiscal year of the DLF activity. 

In the column labeled “Fiscal year 1959” there appears the $51.5 
million figure for the DLF in Yugoslavia. 

Mr. Gary. I havea clipping here which states: 

The United States yesterday agreed to lend $15 million to Communist Yugo- 
slavia to build a hydroelectric project on a river near Dubroynik. The loan 
from the Development Loan Fund is payable in 25 years. 

When was that loan made? 

Mr. Sausr. Very, very recently, Mr. Gary. That is not included 
in these totals. 

Mr. Murrny. Subsequent to January 31 which is the cutoff date for 
these books. 

Mr. Gary. Then that would have to be added to these figures we 
have here ? 

Mr. Sausr. Yes, sir. 


CANCELLATION OF LOAN IN SPAIN 


Mr. Gary. In addition to that for Spain you have $3,900,000 for the 


fiscal year 1960, and you havea minus inthere. You then canceled out 
a loan, evidently for Spain, of $1,200,000, leaving a net of $2,700,000, 
Is that correct ? 

Mr. Savse. That isright. That wascanceled out, sir. 

Mr. Gary. Why was that canceled out ? 

Mr. Savuse. Iam not familiar with it. Possibly they could not agree 
on finalterms. I would have to look up the details of that one. 

Mr. PassmMan. Why would you obligate it before you had reached 
agreement ? 

Mr. Grant. These are loan approvals and not obligations. We can 
provide an insert for the record on this, sir. 

(The information supplied follows :) 


In fiscal year 1959, the Board of Directors of the DLF authorized a loan of 
$1.2 million for General Electric Espanola. Thus $1.2 million appears as a loan 
authorization in the presentation, not as an actual loan obligation. 

Subsequent negotiations on specific terms and conditions of the loan led the 
company to refuse to consummate the loan. The DLF offered to finance any 
procurement from the United States required for the project, up to $1.2 million 
Information was available to the DLF that a West German bank would be willing 
to finance the portion of GE Espanola’s requirements for equipment from 
European suppliers. The DLF offered to tailor loan repayment terms to the 
financial arrangements required for the entire project. 

The reason given by GE Espanola for not accepting these terms was that 
American prices for the kinds of machine tools required were higher than 
prices for similar European equipment. Under these circumstances and because 
of the changed business outlook in Spain at the end of December 1959, as compared 
with the situation when the application was made, the firm felt it could not accept 
DLF’s terms. In view of the above, the loan authorization was canceled and 
the presentation data for fiscal year 1960 was adjusted accordingly. 
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Mr. Gary. Did you answer the last question as to whether the 
DLE was in the package deal ¢ 

Mr. Sause. It was not in the package deal. It was a loan commit- 
ment of $30 million from the Eximbank which was made available 
at the same time as negotiations were going on with the IMF and 
he OKEC and the U.S. private banks. It was not in the sense of a 
formal thing. The IMF and the OEEG, considering Spain’s difficult 
situation, had discussions with Spain about the reforms which were 
required. in the Spanish monetary and financial picture, including 
devaluation, liberalization of business practices, and other factors. 

At the conclusion of these negotiations, these negotiations being 
satisfactory to the IMF and the OEKEC, the IMF made available 
some $75 million and the OEEC some $100 million. Since Spain 
agreed to these conditions they were able to negotiate loans with U.S 
private banks in the amount of some $71 million. At the same time 
our defense support was $45 million, plus Public Law 480 sales. They 
all came together, which is why we call it a package. It is not a 
package in a formal sense that people sat down and signed an 
agreement. 

Mr. Gary. I understood that. It was all negotiated at one time? 

Mr. Sause. And the Spanish were able to do all this because they 
agreed to undertake certain monetary reforms recommended to them 
by the IMF and the OEEC. 


EXPLANATION OF AGREEMENT TO FLY SPANISH FLAG ON 
AMERICAN BASES 


Mr. Gary. I do not know whether you would answer this or some- 
one else, but we were in Spain this past fall. While we were there 
we visited one of our bases. We were told we are not permitted to 
fly an American flag over our own base. This was done by agree- 
ment at the time we established the bases. 

Do you know who was responsible for that agreement and why that 
was done ? 

Mr. Sause. I do not know who were the people who represented the 
United States in negotiations with Spain which resulted in the final 
agreement of September 1953. 

Mr. Murrpuy. When the Assistant Secretary for Europe comes, he 
will address himself aflirmatively to this point. 

Mr. Gary. I would like to have some explanation of that, because, 
frankly, our boys did not understand it, and they were very much 
upset that they had to serve under the Spanish flag when they were 
inthe service of the United States. 

I am not prepared to say it was an improper agreement, but I want 
to know the background for it, why it was done, and get some informa- 
tion on it from someone who knows the facts. 

Mr. Murruy. I will see it is raised affirmatively when we get the 
Assistant Secretary up here with the military people. 

Mr. Gary. That is all Thave, Mr. Chairman. 

Mr. Passman. Mr. Taber? 

Mr. Taser. I yield to Mr. Rhodes. 


53909—60—pt. 2——_9 
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DAIRY PRODUCTION PROJECT, SPAIN 


Mr. Ruopes. On page 2 of the project book here, why did you deob- 
ligate $153,000 in fiscal year 19607 It is under the project titled 
“Dairy production, processing, and distribution for Spain.’ 

Mr. Sause. There was difficulty with some of the potential recip- 
ients of this equipment regarding the kinds of equipment, kinds of 
concerns they would set up. I would have to check further into the 
story. I was in Spain prior to that time myself, so Lam fairly familiar 
with this project. but I would have to chee k as to why the decision was 
actually taken to undertake the deobligation. 

Mr. Ruopes. For the record, briefly tell us what the project was 
supposed to accomplish. 

Mr. Sausr. It was to increase the quality and the quantity of milk 
production and increase the efficiency of milk production and distribu- 
tion of fluid milk and the processing of powdered milk. 

For example, some of the equipment involved would be pasteuriz- 
ing and bottling equipment for milk. 

Mr. Ruopes. On page 2 it shows that the activity reported that 
through June 30, 1959, there was obligated and unliquidated $501,000 
but for fiscal year it shows that $153,000 was deobligated, $348,000 
spent, and nothing unliquidated during the fiscal year. 

Mr. Sausr. Yes, sir. Some of the potential processors dropped out 
of the program because they found themselves unable to agree to the 
terms that were being set forth. 


NON-U.S. AID TO YUGOSLAVIA 


Mr. Ruopes. Turning to Yugoslavia, I note that on the general 
economic data there is an item under “Central Government Finances” 
entitled “Budget receipts from non-U.S. foreign aid.” Tt amounts in 
1957 to $96 million. for 1958 to $117 million, for 1959 to S48 million. 
Would you tell the committee from what sources this aid came ? 

Mr. Savse. I cannot give you the exact breakdown. We could get 
it. It probably came from Western European nations such as Ger- 
many. France and the United Kingdom have also advanced aid to 
Yugoslavia, and Germ: iny has made available several large credits. 

Mr. Ruropes. Does Y ugosl: avia now receive aid from any ¢ ‘ommunist 
bloc country ? 

Mr. Sausr. Soviet bloc credits could also have been included in that 
total. 

Mr. Ruoprs. There are Soviet bloc credits made available to Yugo- 
slavia? 

Mr. Savusr. Not now, but in earlier years the figure might have in- 
cluded receipts from Soviet bloc credits. 

Mr. Ruopes. Will you supply for the record the breakdown on this 
particular item ? 

Mr. Savuse. Yes, sir. 
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(The information supplied follows :) 


Yugoslavia Central Government finances 


1957 | 1958 1959 
= 
Budgetary receipts from non-U.S. foreign aid 
Reparations ! ; 51.7 | 38.3 | 29.0 
Net non-U.S. foreign loans 2 44.0 79.0 19.0 
Total (rounded ie : ; 96. 0 117.0 | 48.0 
| 





Reparations: Beginning 1956, West Germany agreed to provide $71,400,000 over 3 to 6 years and Italy 
$15,000,000 in reparations. Details not available on agreement with Hungary 
Non-U.S. foreign loans: 
IBRD: Final disbursements of $2,000,000 in 1957 and $100,000 in 1958 from 1950-53 loans of $60,700,000. 
IMF: Yugoslavia had net drawings of $22.9 million in 1958. 
other free world sources: United Kingdom furnished a 10-year credit of $8,400,000 in 1958. A French 


gium consortium provided an 8-year credit of $40,000,000 in 1957. France has established a revolving 
id equi aler it to $3,000,000 for various technical assistance activities. Long- ind medium-term com- 
1e lits from Austria, Italy, Germany, France and other countries in varying amounts 
Sino-Sov viet bloe: Soviet bloc credits were canceled in 1958. There were some remaining disbursements 


nst these credits 


OTHER U.S. AID TO YUGOSLAVIA 


Mr. Ruopes. Do we have any aid to Yugoslavia other than the $3 
million for technical cooperation 7 

Mr. Sausr. ———— for special assistance in 1961. 

Mr. Taner. What does special assistance mean / 

Mr. Sausr. For commodities; machinery and equipment mostly. 

Mr. Ruoves. Are there any Development Loan Fund projects pro- 
jected for Yugoslavia that you know of ? 

Mr. Sausr. These are all in various stages of discussion. There 
may well be additional Development Loan Fund projects made, but I 
could not identify one at the present time. 

Mr. Ruopes. Is there any such thing as the regional banks which 
we cliscussed yesterday, like the Tunisian Regional Bank? 

Mr. Savse. No, sir. 

Mr. Ruopes. In other words, the Yugoslavs have not come out from 
the tent of communism quite to the extent that they want to develop 
smal] businesses / 

Mr. Sausr. I think when the Assistant Secretary for Europe is 
here he will be glad to talk to this point. I think he would say 
that, in fact, there has been a considerable relaxation of centralized 
control in Yugoslavia in the past 4 or 5 years. 

Mr. Ruoprs. I gathered from reading the justifications that this 
is the j Impression of the person who wrote the justifications. 

Mr. Sausr. That is correct. 

Mr. Granv. In addition, sir, I think we should mention that sales 
of Public Law 480 at a level of approximately $11,900,000 are pro- 
jected for Yugoslavia in 1961. 

Mr. Ruropes. Is this m: ainly wheat or is there some cotton 4 

Mr. Sausr. It probably would be cotton. 

Mr. Ruopes. Is Yugoslavia self-supporting so far as wheat is con- 
cerned ? 

Mr. Sausr. They have reduced sharply their need for wheat in the 
last year. In other book you will note that previous Publie Law 


18) sales have averaged some $90 million compared to a projected 
$11.9 million. 
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Mr. Ruopes. What is our present balance as far as dinars are con- 
cerned, either Government-owned or counterpart, if such there be? 

Mr. Murrny. On June 30, 1959, Mr. Rhodes, the total dollar value 
of dinars unexpended, either owned by or under the control of the 
United States, was $193,100,000. ‘That consisted of two items which 
are U.S. owned. One is $18,251,000, which was generated from the 
sale of surpluses under section 402 of the Mutual Security Act. 

The second item is $161,815,000, which was generated under title 1 
of Public Law 480 and, therefore, also U.S. owned. 

The third item, which was counterpart funds owned by the Yugo- 
slavs but generated by special assistance appropriations, the total is 
$13,034,000. 

Mr. Ruoprs. What restrictions are there on expenditure of U.S- 
owned dinars by treaty or otherwise ? 

Mr. Murrny. All of the funds I indicated here are to be used for 
economic development purposes in Yugoslavia. 

Mr. Ruoprs. Going again to the project book, I note that in fiscal 
year 1961 we intend to use 3,978,000 dinars for the projects set forth 
on page 4 entitled “RENFE,” but see no other use for dinars in any 
of the projects. 

Mr. Sause. Sir, I believe that is Spain. 


Mr. Murreny. RENFE isthe railroad project. 
LOCAL CURRENCY PROJECTS IN YUGOSLAVIA 


Mr. Ruopres. Excuse me. As far as I can see, you are not going to 
use any local currency in Yugoslavia. 

Mr. Murrny. In connection with the projects included in the book 
you are looking at ? 

Mr. Ruopes. Yes. 

Mr. Murrny. Yes, sir. 

Mr. Ruopes. You mean there are projects not included in the book ¢ 

Mr. Mourpny. Yes, sir. The book you have in front of you, Mr. 
Rhodes, contains the going projects which have large sums of money 
involved. It does not include all projects. 

Mr. Ruopes. What are the other projects that are not contained 
here? I presume from what you said they are small projects. 

Mr. Murrny. The local currency projects in Yugoslavia are rather 
substantial projects, as you might have guessed from the large amount 
of money available over there. 

Mr. Ruopes. That is what I am worried about. Are we using the 
dinar or is it accumul: ating rapidly ¢ 

Mr. Murreny. Utilization of dinars in Yugoslavia has greatly ac- 
celerated over the past 18 months. At one point in fise al 1958 the 
utilization was not keeping pace with the generation, but there has 
been an improvement in that situation. 

Mr. Grant. I might add, sir, for example, under U.S.-owned local 
currencies for MSP purposes under Public Law 480, of the $161 mil- 
lion of unexpended deposits there was only an estimated balance of 
$14 million of that that would be unobligated at the end of this 
fiscal year. 

So that at the end of the fiscal year more than 90 percent of this 
would be obligated for one project or another. 
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OUTSTANDING TECHNICAL COOPERATION BALANCES IN EUROPE 


Mr. Ruopes. We are practically out of Europe as far as technical 
cooperation is concerned. There are no other countries other than 
Spain and Yugoslavia for which programs are now in existence. 

Are there any balances remaining of money appropriated for tech- 
nical cooperation which has been earmarked or otherwise obligated 
toany other country of Europe? 

In other words, are there any of the dregs of the technical coopera- 
tion program in Europe which consist of money appropriated but un- 
obligated and unliquidated ¢ 

Mr. Murrny. I am sure the technical answer to your question is 
there are none because the technical cooperation appropriation has 
only been used in Europe for these two countries, Spain and Yugo- 
slavia. 

In a broader sense, there may be some unexpended balances in older 
economic assistance accounts of different types than technical co- 
operat ion. 

Mr. Ruopes. I intended to address myself to the broader sense. 
The Inspector General always knows exactly what I mean, and I am 
sure he can provide this information for the record. 

Mr. Murpiry. Fine. 

(The information supplied follows :) 

There are no outstanding technical cooperation balances in European countries 
other than Spain and Yugoslavia. The current balance of the “technical ex- 
change’ accounts in those countries is $554,000. This sum will be largely 
expended by June 1960 with the receipt of bills for the participant training 
projects programed in fiscal year 1959 and conducted this year. A small balance 
is scheduled to carry over into fiscal year 1961 primarily for the final year of a 
3-year university contract in Austria. 

Mr. Grant. We still have the program in Berlin, sir. 

Mr. Ruopes. I have no further questions, Mr. Chairman. 

Mr. Passman. Mr. Conte ? 


BASIS FOR EXTENDING TECHNICAL COOPERATION TO YUGOSLAVIA AND SPAIN 


Mr. Contre. The purpose of the technical cooperation program, as 
shown on page 5, indicates that it is a program for the international 
interchange of technical knowledge and skills for training, demon- 
stration, surveys, and similar activities. 

It would seem to me the intent of the Congress was to give technical 
cooperation to underdeveloped countries and newly independent 
countries such as Southeast Asia, Asia, Africa, et cetera. Here you 
are giving technical cooperation to very, very old countries, Spain 
and Yugoslavia. Do you think you are perhaps flaunting the intent 
gabe ‘ongress here ? 

Mr. Grant. Sir, as Mr. Murphy indicated, we have not engaged in 
technical cooperation programs with the other European countries 
for the reason that we drew a line as to what represented developed and 
underdeveloped in Europe. The only two that we considered to be 
underdeveloped in Europe were Yugoslavia and ae and I think 
Greece ought to be mentioned, although we treated it as part of the 
Near East and South Asia. 





1432 


For the other countries all technical cooperation-type activities were 
funded under special assistance because it was felt that was not within 
the intent of the Congress for technic ‘al cooper: ition funds. These two 
countries are, relative ly spe: aking, extre ‘mely underdeve lope rd, thoug] 
they are both now making significant forward progress. 

Mr. Contre. Your program in Yugoslavia is in forestry. It would} 
seem to me that an old country ‘ike Yugoslavia would have the know- 
how in forestry. ; have not looked at the projects in enn but | 
imagine they are agricultural projects and perhaps mining. It would 
seem to me the ‘vy have know-how in both those fields. 

My second question isthis. Do: any of the other Kuropean countries 
that were recipients of the Marshall plan or any other aid of th 
United States like France, Italy, United Kingdom, Belgium—do they 
have any counterpart funds be longing to the United States? 

Mr. Grant. On the first part of your question, sir, about their capa. 
bilities, while these are old countries, as I think you can say are some 
of the countries of Asia—Thailand is an old country—they hav 
been underdeveloped, extremely underdeveloped. Maybe one indica- 
tion——— 


UNDERDEVELOPMENT IN) SPAIN 


Mr. Conre. You cannot compare Spain with Thailand. It is 3 
different type of underdevelopment. 

Mr. Granr. That is right, but their per capita income, for example, 
in Spain for 1959 is $301. 

Mr. Conte. I agree with you. That points up a need for aid of 
some form or another, such as Development Loan Fund, outright 
grants, defense support, caaatictas to stimulate the economy. I can- 
not see where we can add anything by sending people with know 
how to these countries who are so far ahead of us in many of thes 
fields of agriculture and forestry. 

Mr. Savsr. Sir, IT may say I do not think Spain is very far ahead 
of us—quite the reverse—in the agricultural field. 

Mr. Contre. They may not be ahead of us in equipment, but T imagine] 

. lot of farmers here in the United States, particularly California 
came from Spain and started farms in California. 

Mr. Savusr. Yes: but it would be difficult to say how much the 
picked up of know-how from their environment when they got here 
They may have brought with them the habit of working long hour 
and hard, but they certainly did not bring with them the know-how 

I must say, going through the Spanish villages at threshing time 
it is quite a unique sight to see the old grandmother riding a woodel 
sled, being drawn by a couple of mules, around and around a pile of 
wheat. 

Mr. Conve. Is that because they do not have the know-how or be 
cause they do not have the funds to buy the modern equipment / 

Mr. Savusr. I would expect it is a vicious circle. They do not have 
the funds or the know-how. 


U.S.-OWNED LOCAL CURRENCIES IN EUROPE 


Mr. Contr. Are there countries, such as France, United Kingdom. 
Italy, Belgium, West Germany, that have American funds as a result 
of the Marshall plan or any other program ? 
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Mr. Mcrruy. There are, Mr. Conte. For example, in Austria at 
the end of this year the unexpended balances of local currencies of 
all types are expected to be $600,000, which are some U.S owned local 
currencies generated as a result of section 402 under this triangular 
arrangement about which we spoke where we sell surpluses to Austria 
and use Austrian schillings to benefit another country. 

There is in Belgium also the same kind of currency—mutual security 
program U.S owned currency, $300,000, 

There is in France $3,745,000 worth $3,145,000 of which are under 
title 1 of Public Law 480, U.S.-owned, and the balance of $600,000 
worth of mutual security program, U.S. owned, which again is a 
section 402 trianglar trade arrangement. 

Mr. Contr. How about United Kingdom ? 

Mr. Murpiry. In the United Kingdom there is some $24 million 
worth of sterling which is U.S.-owned and is associated with the 
United Kingdom defense effort, plan K, which has to do with the 
production of aircraft and, therefore, are military in nature. 


USE OF FUNDS FOR EMPLOYING EUROPEAN TECHNICIANS 


Mr. Conve. Why can we not utilize these funds to send, if they need 
them, technical assistance participants from France, from the United 
Kingdom, from Italy, Belgium, and West Germany to Spain and 
Yugoslavia, rather than taking these men from the United States and 
paying them 1 ~ U.S. dollars? Would this not be a good way of cutting 
down some of these counterpart funds we are holding in these 
countries 

Mr. Murrnuy. This is certainly something we can explore, Mr. Conte. 
I do not know the full answer to your question. I will try to find out. 

The one difficulty—without appearing to be negative—that occurs 
to me is that every time we sell some of these surpluses to one of 
these countries, in order to sell them we have to work out at the time 
of sale what is going to happen to the local currencies. This is part 
of the negotiation. Their willingness to buy these surpluses is fre- 
quently associated with the arrangements made to use the currencies 
that result—namely, they are interested in the assistance they might 
get from the currencies. 

In the case of the United Kingdom, for example, this accumulation 
of local currencies goes back some years to an agreement which pro- 
vided that the local currencies would be used to help the United 
Kingdom with their defense effort. To now approach the United 
Kingdom and say that we would rather use the local currencies to 
send some of your people to Spain might provide difficulty. 

Mr. Contre. You know the United Kingdom is solidly on their feet 
economically now and can take care of their own economy; they 
need no help from the United States. They have become big com- 
petitors in world markets again. Likewise with Germany and Italy. 
Why should not these countries take this money and use it to send 
technical assistance participants to Spain and Yugoslavia? Look 
at the close proximity. They have the know-how and the experts, 
as well as the United States, because they are our biggest competitors 
in world markets today. TI believe that these practices are the things 
that harm your program. 
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Mr. Gary. Will the gentleman yield / 
Mr. Contr. Yes. 


COMMUNITY FARM EQUIPMENT 


Mr. Gary. Land is rather scarce over in that country, with the re- 
sult that the farms are small and are not large enough to justify the 
purchase of large and effective equipment. 

I wonder what has been done toward trying to set up plans whereby 
equipment could be provided for communities or in communities that 
could be used by the various farmers of that community. I am 
speaking of farm equipment. 

Mr. Grant. In Spain / 

Mr. Gary. In any of the countries. Have you had any projects 
of that kind at all? As I have traveled abroad and seen these con- 
ditions the thought has occurred to me. In Germany, for example, 
you may see a wife with a rope around her shoulders pulling a plow 


and the husband guiding it. In some instances you see a woman pull- | 


ing the plow, in other cases oxen. 

That particular farm would be too small to justify the purchase 
and use of the proper mechanical equipment. What has been done 
toward providing the proper equipment so that it could be used 
on a number of farms? The equipment might be community owned 
or somebody in the community might purchase it and rent it out. 

Mr. Grant. Sir, this has been a matter of our concern. We worked 
on it in various forms in a number of countries. We might ask Mr. 
Sause to comment specifically on some examples with which he is 
familiar. 

Mr. Gary. In my travels over there that has occurred to me sev- 
eral times. I wonder why more of it has not been done. 

Mr. Sause. The farmer may be farming a strip 2 yards long here 
and another 2-yard strip some where else. 

Mr. Gary. They live in a village, go to the farms in the morning, 
work on the farms during the day, come back to the village at night. 
It is true in Germany and other countries. 


LAND CONSOLIDATION WORK IN SPAIN 


Mr. Sausr. We have been working in that field since 1956 with 
Spain. We provided under the TC programs technicians to work 
with the Spanish Government on devising plans whereby these par- 
cels of land could be consolidated. In other words, if a man owns 
three strips and ancther man owns three strips they get them together. 
This take a lot of time and negotiation to work out because each man 
says this particular strip is better than the next one. But we have 
had U.S. assistance to the Spanish Government in trying to work out 
this land consolidation. 


COMMUNITY EQUIPMENT 


Mr. Gary. T am not talking so much about land consolidation be- 
cause that always brings about problems. I am talking about the use 
of community equipment, having equipment there. In most of those 
European farming communities they have a village and the people go 
out from the village to farm their lands. 
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Why could you not have some place in the village where modern 
farming machinery could be made available to the farmers for a 
reasont ible price that they could afford to pay and that same equip- 
ment be used for all the farms in that community ¢ , 

Mr. Savse. That is an excellent point, sir, and this also has been 
done. Some of the equipment provided under defense re re has 
been farm machinery, purchased by the Instituto Nacional de Coloni- 
zacion or National Colonization Institute. 

In addition, the Development Loan Fund made a loan to Spain, the 
National Colonization Institute for machinery and equipment for the 
sume general purposes. 

Mr. Passman. Will the gentleman yield ¢ 

Mr. Contr. Yes. 

Mr. Passman. The gentleman from Massachusetts has brought up 
a very important point, certainly food for thought. I hope he pur- 
sues it to the conclusion and that what he recommends will be put into 
effect. 


LOCAL CURRENCIES AVAILABLE IN ADDITION TO DOLLAR APPROPRIATIONS 


Under the present legislation, or under the present statute, you have 
avail: “eg for obligation and expenditure not only the dollar request be- 
fore the committee but, in addition to the dollars, you have available 
certain local currencies in many of these countries which you could 
plow back into the program; is that correct ? 

Mr. Murruy. To the extent it were not obligated, Mr. Chairman, 
or committed or otherwise agreed with the other government, it is 
available. 

Mr. Passman. The gentleman knows as well as I know that we have 
$2.5 billion in accumulated local currencies. All I want to do is ask 
the gentleman whether in addition to the dollar appropriation you are 
requesting there are certain local currencies you can plow back into 
this program in certain countries ? 

Mr. Murrny. Yes, sir; there are local currencies. The figure you 
cite, for example, is a pretty close approximation of what the holdings 
of local currencies were. 

Mr. PassMAn. Whatever amount you can use out of local currencies, 
you have that in addition to the dollar appropriation; do you not? 

Mr. Murreny. Tothe extent that it is useful. 

Mr. PassMAN. Whatever amount—I think I qualified—you do have 
some ¢ 

Mr. Murrny. Yes, sir; we have some. 


USE OF LOCAL CURRENCIES FOR EUROPEAN TECHNICAL COOPERATION 
PROGRAM 


Mr. Passman. I wonder why you could not follow through on the 
gentleman’s suggestion that, in instances such as in Great Britain 
and others, where you have these st: ignated local currencies, you might 
use these currencies to send these specialists into some of these coun- 
tries, and spare the overburdened American taxpayer the request for 
the dollar amount. 

[ commend the gentleman for bringing up this point. ‘Thank you 
for yielding. 
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Mr. Gran. Sirymay Ladd acomment to your question? I think as 
we have seen the deve lopme nt of the Western FE uropean countr les and 
at the same time have felt both the dimension of the task of moving 
ahead in the underdeveloped areas and the limitation of our own 
resources toward approaching this thing singlehandedly in the devel- 
oped nations, we have been following much of your thinking on this, 
as you know. 

I think that a simple listing of some of the things that have happened 
in the past 14 months in this regard of mobilizing the developed 
nations of Weste mn arena into this task might be interesting. 

As you know, sir, part of the authorizing legislation this year covers 
the special Eades settlement. In this program we are expecting sub- 
stantial contributions from Western European countries toward this 
particular project. 

Mr. Contr. Not substantial. The United States in grants and in 
loans will contribute half the cost of the projeet, which will be about 
S550 million. 

Mr. Grant. That is right. 

Mr. Passman. Will the gentleman \ ield ? 

Mr. Contr. Yes. 

Mr. Passman. Under the system proposed, the European countries 
which own these counterpart funds and/or other local currencies that 
were generated by American dollars use that to meet their obligations, 
rather than their own mone v: is that not a statement of fact / 

Mr. Grant. These local ¢ “arrencies are ultimately used for uses that 
are agreed upon by the United States. 

Mr. Passman. With $24 million in the United Kingdom which they 
have belonging to us, under their control, or belonging to them through 
the counterpart funds which we generated—they could take that, if 
we approved of it, and meet their commitments to any technical aid 
program in other countries, rather than call on new resources? 

Mr. Granr. Sir, I think it is true in a sense, a very real sense, all 
resources are fungible and in this context if one wants to treat it 
broadly enough, you can say these things can be directed. 

Mr. Passman. I asked you the question : Could the yt That is sim- 
ple, as far as Tam concerned. With our permission, they could take 
these local currencies over which we have some control, and with our 
permission, they could use them to meet their commitments to the 
technical aid program, we shall say in Spain; could they not ? 

Mr. Grant. I believe they could, sir. 

Mr. et Thank you very much. 

Mr. Conver. Under this proposal none of this money would leave 
that country. You would be living within the framework of the con- 
tract. because the individual would come from that particular country 
and be paid with that particular currency. 

I would appreciate it if you would look into this and get something 
for the record as to the probability of establishing this program. I 
have no further questions. 

(The information supplied follows :) 


U.S.-OWNED Loca CURRENCIES FOR USE IN AFRICA 


The United States does not own local currency of any metropole country. 
The suggestion of the member will be kept in mind in the development of 
negotiating positions for future possible Public Law 480 sales agreements to 
these countries. 
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REASON FOR INCREASED TECHNICAL AID PROGRAM IN YUGOSLAVIA 


Mr. Passman. I believe Mr. Grant mentioned earlier that one of the 
reasons for increasing the technical aid program in Yugoslavia from 
s2.700,000 to $3 million was on account of a reduction in special 
assistance. 

Mr. Grant. Sir, we have had increased requests from the Yugo- 
slavs for technical cooperation. It was the belief of the executive 
branch that it would be in the U.S. interest to respond to their request 
for an expanded technical cooperation program. 

Mr. Passman. You are requesting $3 million for Yugoslavia this 
year, Which is $1,500,000 more than last year. One of the reasons you 
are asking for the increased request is that you cut back on special 
assistance. Is that true or not / 

Mr. Sausr. No, sir; the increase in the Yugoslav program comes 
ney directly as a result of expanded Yugoslav interest in the tech- 

ical cooperation program, 

“Mr. Passman. I merely asked Mr. Grant if he did not make the 
statement, in reply to Mr. Gary’s question that there had been a redue- 
tion In special assistance. 

Mr. Gran. I did, sir. 

Mr. Passman. And that accounted in part for the increase in the 
technical aid request. 

Mr. Granr. My intention, sir, was to say that it is our belief that 
the U.S. interest in Yugoslavia could be adequately served at a time 
when we are significantly reducing the special assistance program 

Mr. Passman. That is exactly what I wanted you to say. You said 
it, and thank you very much, 

Would it appear by reducing one allocation that you are increas- 
ing another? Why is it that sometimes we cannot be spared the re- 

quest for additional funds? It seems to me that if vou reduce special 
assistance, you are offsetting it by asking for an increase in this fund. 

Mr. Gran. Sir, we are reducing our total program from $7 mil- 
lion to $4 million, which has a net saving of $3 million for the tax- 
pavers. 

Mr. Passman. I do not call it a saving. You are not saving the 
eaparer anything. The overall request is up to $4,175 million. I 
cannot agree with you because you may not be asking for an in- 
crease in certain accounts that you are relieving the t: ixpayers. 

Mr. Gran. Sir, I have here the figures you requested on prior year 
deobligations which were reobligtaed. 


DEOBLIGATIONS 


Mr. Passman. IT am not talking about reobligations. What is the 
amount you deobligated 7 

Mr. Tennant. Those that were reobligated, I understand 

Mr. Passman. I am not interested in what vou reobligated; I am 
interested in what vou deobligated. It is quite obvious you reobli- 
gate if we reappropriated. Could you tell us how much you deobli- 
gated ? 

Mr. Tennant. Those figures I do not have. 

Mr. Passman. In 1960, 
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Mr. Tennanr. I only have it at this point that amount that was 
reobligated. 


Mr. Passman. I am not interested in that because, quite obviously, 


you are going to get as much of that behind a screen as you can. You 
are going to obligate, deobligate, and by that process you reobligate, 
We established yesterday that in fise: al 1959 you did ‘deobligate $16 
million, and you gave to us a nice, concise, str: aight answer. We want 
that same thing for 1960 and for prior years. 

Give us the cumulative amount through 1958, and we shall let 1959 
and 1960 stand on their own. Could you do that for us? 

Mr. TENNANT. Yes, sir. 

Mr. Passman. The committee will recess until 2 o'clock. 

AFTERNOON SESSION 
Trrurspay, Aprib 28, 1960, 
TECHNICAL COOPERATION, AFRICA 
WITNESSES 


HON. JOSEPH C. SATTERTHWAITE, ASSISTANT SECRETARY OF 
STATE FOR AFRICAN AFFAIRS 

MARCUS GORDON, REGIONAL DIRECTOR, AFRICAN AND EUROPEAN 
OPERATIONS, ICA 


Mr. Passman. The committee will come to order. 
NEW INDEPENDENT NATIONS IN AFRICA 


Jefore we get started, I should like to read for the record from an 
article which I read in the newspaper this morning, and I quote: 

Lome, Togo: Togo, a state so small that a man in a small car puffing a cigar 
when he enters the country would still be puffing when he leaves the country, 
today became Africa’s 12th independent nation. 

I mention this because Africa will be the next item under technical 
cooperation that we shall consider. At the rate we are going, there 
will be so many new nations, new kings, new presidents, new poten- 
tates, and new top echelon people, that when we get to advancing all 
these people into a society they are not ready to accept, I am afraid 
we might be relegated to the position we experienced in the early 
thirties, that is, selling apples on the street corners. 

We are pleased to have with us this afternoon the Honorable Joseph 
C. Satterthwaite, Assistant Secretary of State for African affairs. 

Mr. Secretary, do you have a statement to make ? 

Mr. SaArreRTHWAITE. Yes, sir. 

Mr. Passman. We shall be pleased to hear from you at this time. 
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(JENERAL STATEMENT ON Murua Securiry Program ror AFRICA 


Mr. Sarrertuwaire. Mr. Chairman and members of the committee, 
[ am glad to have this opportunity to appear before you again to dis- 
cuss the mutual security program and recent deve lopments i in Africa. 
[ understand that this committee prefers to conduct its hearings on a 
functional basis and since this is my only opportunity for a formal 
- itement before the Appropriations Committee, I believe it would 
be appropriate to review the entire mutual security proposal for 
Africa. 

The changes in the map of Africa since I appeared before this 
committee a year ago dramatic “uly illustrate the pace of events on the 
African Continent. By the end of 1960 the political map of Africa 
will be so changed that gazeteers will find it difficult to differentiate 
between the dependent areas and the independent countries created 
since World War Il. The mapmakers have been having a time with 
Africa and during 1960 their job will not become easier, as indicated by 
the fact I will have to change the next sentence. Between April and 
October there will be at least five more independent countries—Congo, 
Somalia, the Federation of Mali, the Malagasy Republic, and Nigeria. 
Cameroon achieved independence e on January 1, 1960, Togo yester- 
day. 

Mr. Passman. It is a kind of a prolific part of the world, insofar 
as bringing into the world new nations. 

Mr, Sarrertiwaltre. Yes, sir. 

As a writer on Africa recently stated “The whole continent is on 
fire, but it burns with an uneven flame.” Below the Sahara there is 
no uniformity of language, of custom, of civilization. Its multi- 
tudinous tribes now being released from colonial controls have one 
common denominator, opposition to colonialism; one common char- 
acteristic, political ferment ; one common goal, self-realization in their 
own, not in any other peoples’ image. In vast areas of Africa the 
people are v: aulting i in one generation from the neolithic to the nuclear 
age. 

Indeed, the Africa we see today is a land where everything is hap- 
pening at once—constitutional struggles, endless quest for economic 
and social advanement, civil strife, the conflict between democracy 
and communism, colonialism and nationalism, equality and racism. 

Of no less import: ance than the swift pace of politic al deve lopme nts 
on the Africa scene is the pressing need for accelerating the sluggish 
rate of economic growth and improving living standards. Africa’s 
economic and social structures are not developing at a pace comparable 
to its political evolution, It is fairly easy to recognize that the po- 
litical revolution is at hand, and by and large its pressures are irresist- 
ible. It is essential that the pace of economic development match 
or at least not fall further behind the rate of political change now 
sweeping the Africa Continent. Very few of the emerging countries 
are economically viable, and their leaders very quic kly recognize the 
import: ince of economic development and a higher living standard as 
necessities to sustain and fortify their political independence. 
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Countries are becoming politically independent. without adequately 
trained leade auras and technical skills and without the basic economic 
and social institutions and systems which provide the foundations for 
secure, confident, African-led nations. Present U.S. foreign assist- 
ance programs are not adequate in scope or size to be responsive to the 
dramatic changes taking place. The facts of this situation, and U.S 
sympathy for the newly independent or about to be independent coun- 
tries, are compelling recommendations for a new and creative U.S. 
approach. 

SPECIAL PROGRAM FOR TROPICAL AFRICA 


The executive branch is therefore proposing to the Congress a spe- 
cial program for tropical Africa with an initial appropriation request 
of $20 million within the “Special Assistance” category. In preparing 
this request, we have sought to find a way properly responsive to the 
African aspirations. We havea fresh situation; we are attempting to 
meet it in a fresh manner. There are a number of general criteria 
which guided us. First, we wanted something which would providea 
close identification of the United States with the African people. 
Second, we wanted to find some way of encouraging closer cooperation 
and interchange between the many African countries. Third, know- 
ing that Africa’s need of economic help is almost. unlimited, we wanted 
to concentrate on a key problem area—one which stands as a major 
block to development. Fourth, we wanted to avoid competition with 
large-scale assistance from Europe, but serve rather as a catalyst for 
stimulating an even higher level of this assistance. Fifth, we wanted 
as much as possible to avoid getting into a position of annual aid level 
negotiations with m: iny new countr les pressing for external assistance. 
Finally, we wanted a program which would provide sufficient flexi- 
bility to permit effective adaptation toa very fluid situation. 

The purpose of this program would be to provide assistance in those 
areas which constitute the greatest impediments to sound, long-run 
social and economic development in Africa. There can be little argu- 
ment that this development depends in the first instance on a major 
improvement in the education and training of Africa’s human re- 
sources and their productive use. In my travels in Africa, I have 
found one of the principal concerns of the responsible leaders to be the 
lack of experienced African civil servants, entrepreneurs, tech- 
nicians—in general, the need for skills and professional knowledge 
which are so vital to modern national economies. 

A major portion of the funds requested will be applied in a manner 
which will help to accelerate the education and training of Africans 
for the numerous essential administrative and technical jobs their 
countries require. The importance of apereios African skills in 
general has convinced us that this program should be broad enough to 
provide special training to those who will not have the opportunity 
for formal education. We thus propose to support. training activi- 
ties in such areas as agricultural extension, community development, 
and public health. 

It is also clear that long-run stability and the most effective frame- 
work for the improvement of human resources are to be found in closer 
association of the African nations, and the development. of multi- 
country planning and cooperative effort in order to solve their com- 
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mon problems. The whole question of regionalism in Africa is a 
complex and difficult subject. As I noted earlier, the variety of forces 
on the continent—the different status of political evolution, the in- 
tense nationalism, the competition among African leaders for pre- 
eminence—make it extremely diflicult to find an approach which will 
reverse the trend toward further fragmentation of the African Con- 
tinent. While I believe that closer associations of African countries 
will develop, it will be a long process. Much can be done now, how- 
ever, to help encourage cooperative approaches to the many common 
developmental problems which confront all the African countries. 
We are thus proposing to use a portion of the funds requested to sup- 
port and sponsor multicountry conferences, workshops, and seminars 
as training programs in themselves and as a means of developing co- 
operative approaches to special developmental problems such as, for 
example, the tsetse fly which closes large parts of the continent to 
livestock development. A training grant. progr am which will permit 
Africans from several countries to attend the various African schools 
and colleges now operating is also being proposed. ‘This interchange 
of students between African countries should serve to facilitate the 
efficient. use of available African institutions as well as promote friend- 
ships and ties between Africans from several countries. Other activi- 
ties in this category include a regional English language training 
program, educational research and an Educational Materials and 
Documentation Center. 

As I noted previously, one of the important criteria we had estab- 
lished for this program is that it should not become a competitor to 
or substitute for assistance from other free world sources. It is our 
hope, rather, that it may serve to help encourage an increase in assist- 
ance from other free world countries and international and national 
organizations. This area of tropical Africa is now receiving over 
$500 million annually from European countries for major develop- 
ment projects. Increasing amounts of technical and other forms of 
assistance are coming from a number of private organizations. A 
number of U.S. foundations * ae making important contributions in 
several fields. The United Nations, though its technical assistance 
program and its Special Fund, is stepping up its assistance to this con- 
tinent. It is our intention to seek the participation of these various 
organizations and countries on specific projects where feasible. We 
also anticipate that out of the multicountry conferences will come pro- 
posals for joint efforts on important development problems. 

Because of the nature of the activities to be undertaken, and the 
limited resources of many of the African countries, grant assistance 
appears to be the most effective means for accomplishing our objec- 
tives. It is important to note, however, that we intend to operate this 
program on a project-by-project basis to avoid the difficult problems 
which often stem from situations where countries come to expect cer- 
tain levels of assistance, tied to what has been provided in previous 
years, or related to levels received by neighboring countries. 

All of Africa will be included under the program except for the 
northern tier of Morocco, Algeria, Tunisia, Libya, and Egypt, and the 
Union of South Africa. 

_Thes _ ial program would not replace bilateral technical coopera- 
tion, although it is anticipated that it would be closely related to tech- 
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nical cooperation programs. The essential character of the special 
program for tropical Africa which differentiates it from the technical 
cooperation program, lies in its intensive concentration on key educa- 
tion and training problems, and on regional activities. A major por- 
tion of the funds will be used to help finance the expansion of exist- 
ing institutions, or the establishment of new ones. ‘The financing of 
construction, equipment and supplies and stafling contracts will absorb 
the bulk of the funds. ‘The technical cooperation programs, as here- 
tofore, will continue to emphasize demonstrations and advisory sery- 
ices and training of African counterparts. 

The United States and the European countries have a great reservoir 
of good will and common interest built up in tropical Africa. Most 
of the educated Africans have studied in Western schools and univer- 
sities; many have grown up with Western political institutions and 
principles, and with the Western private and public enterprises. This 
reservoir provides the United States with a valuable relationship on 
which to build our new ties with the African people. The Africans 
are looking to the United States to see how it will respond to their 
needs and problems. The special program for tropical Africa, I be- 
lieve, can have an important role in demonstrating that the United 
States is willing in word and deed to identify itself with the aspira- 
tions of the African people. 

Although I understand that projects already identified for possible 
financing by this program total over $30 million, it is the view of the 
executive branch that the amount requested should be sufficient for 
the first year of a new program in education and training. I am con- 
vinced, however, that in subsequent years an expanded program will 
be necessary. As the President has stated in his mutual security mes- 
sage to Congress: 

It is my belief that this initial effort must be increased significantly in the 
immediate years ahead, and complement similar efforts on the part of other free 
world nations so that the capacity of the new and other developing nations in 
Africa to manage and direct their development can be strengthened and in- 
creased rapidly and effectively. 

There are, of course, other major African needs especially for cap- 
ital development. It is expected that the Development Loan Fund 
will increase its activities in tropical Africa. The rate at which this 
can be accomplished, however, will depend in large measure on the 
volume and quality of proposals presented. As the preparation of 
development projects advances, and the supply of technical skill 
grows, we expect that the flow of proposals will expand, and that in- 
creasingly more external investment funds from all sources will be 
available. The Export-Import Bank has already made substantial 
loans to Africa and has indicated it expects to increase its activity. 
The International Bank for Reconstruction and Development 
(IBRD) now has in process a number of country and project eco- 
nomic surveys which should lead to more loans for Africa, in addi- 
tion to those already made. 

As this committee is well aware the pace of events in Africa has 
been so rapid it has been difficult to plan with any degree of precision. 
It is for this reason that I consider the availability of the contingency 
fund, in the amount requested, of particular importance in order to 
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provide the administration with the flexibility we will need as new 
countries emerge and we are required to respond to new situations. 


BILATERAL SPECIAL ASSISTANCE 


In certain countries we have been able to identify the problems we 
face in fiscal year 1961 which cannot be met through the special pro- 
gram for tropical Africa, or through other economic instruments of 
U.S. foreign policy, and therefore we are programing bilateral grant 
special assistance. The countries for which this bilaterial special as- 
sistance is programed are Somalia, Ethiopia, and the Sudan. ‘These 
three countries in the eastern part of the continent bordering on the 
Red Sea and its approaches are important and of immediate concern 
to the United States. During the past year we have observed major 
changes in their political and economic situation. 

Full independence will be granted to Somalia on July 1. Somalia 
suffers from a chronic and serious deficit in its operating aden, and 
has no capital resources available for economic development. It is 
almost completely dependent upon external assistance to maintain 
and possibly increase its level of economic activity. This is particu- 
larly important in bolstering its political stability during the early 
period of independence. We are now discussing with the Italian Gov- 
ernment possible arrangements by which they could continue their 
major role in support of the Somalia economy. Just how these discus- 
sions will end up it is too early to predict, but I believe our approach 
in this situation is indicative of our general effort to encourage the 
continuance of assistance from our European friends to African coun- 
tries. Our proposal for bilateral special assistance is designed to sup- 
plement the Italian effort. 

Ethiopia has hitherto been a firm supporter of free world interests 
and has made important contributions as a moderating influence in 
Africa and Afro-Asian conferences. It has been a particularly strong 
supporter of the principle of collective security. Ethiopia’s recent 
acceptance of the $100 million credit from the Soviet Union may 
temper this position somewhat ; however, U.S. relations with E thiopia 
continue to be close, in part a result of the effective work carried out 
under our economic programs. The special assistance for Ethiopia 
will help to meet requirements for important development projects in 
agriculture, health, and education, and strengthen our activities dur 
ing this period when the Government is facing serious budgetary and 
foreign exchange problems. 

The political and economic situation in the Sudan has improved 
markedly. The balance of payments crisis has now passed. The pres- 
ent regime has provided an effective government, friendly to the 
United States. We are gratified over the prompt improvement in 
the Sudan’s economic condition. We recognize, however, that progres- 
sive economic betterment will be required over the long run if Sudan is 
toevolve a healthy and Western-oriented political life. Soviet bloc ac- 
tivity in Egypt and Ethiopia should forewarn us of the greater vul- 
nerability of this area which also serves as a bridge to other parts of 
Africa. The bilateral special assistance we are proposing for fiscal 

53909—60—pt. 2——10 
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year 1961 will provide an important means for strengthening key 
areas of Sudan’s economy. 


TECHNICAL COOPERATION 


Our proposals for the continuation of technical cooperation pro- 
grams in Africa are an essential element of the U.S. response to 
Africa’s problems. We are requesting $24.3 million for this program 
which is an increase of about 20 percent over the level for fiscal year 
1960. The major portion of the increase is for programs in the area 
south of the Sahara. There are now technical cooperation programs 
in 13 African countries and territories and we expect to initiate pro- 
grams in 3 or 4+ others within the year. A number of newly inde- 
pendent and emerging countries are requesting technical assistance 
and are particularly desirous of the help American technicians can 
give them. The increased amount will permit an expansion of our 
programs, for example, in Nigeria, Somalia, and in the territories of 
east and central Africa, and will provide a small amount for the three 
of four new programs we anticipate will get underway. 

I have been impressed with how well our technical cooperation pro- 
grams have been received. In Ghana, for example, the Parliament 
passed a resolution praising our program activities in agriculture, and 
expressing appreciation for our aid. In Ethiopia, our technical co- 
operation program has made a major contribution in helping to estab- 
lish a broad base of educational institutions and training programs 
so essential to that country’s future development. The Imperial 
Ethiopia A. & M. College and the Haile Selassie I Public Health 
Center at Gondar are most noteworthy institutions established under 
our program. In Tunisia, U.S. technical assistance has helped estab- 
lish agricultural schools at which young Tunisian farmers receive 
training. I understand that over 400 farmers have completed the 
course and have returned to their farms. Also in Tunisia, U.S. ad- 
visers have helped set up an industrial loan fund which has made 50 
loans for small private enterprises so important to Tunisia’s develop- 
ment. The growth of self-confidence and the development. of rural 
action committees for self-help projects among the Libyan people is 
largely the result of ideas generated by our technicians working in 
agricultural extension, sanitation, and community development 
projects. 

The work of American universities under contract with ICA has 
also been most noteworthy. We have a number of university con- 
tracts now operating in African countries and several additional con- 
tracts under negotiation—Oklahoma State University and_ the 
University of Utah, in Ethiopia; Ohio University and Michigan 
State University, in Nigeria: and Cornell University, in Liberia. 

We will have, by the end of this year, about 780 United States tech- 
nicians in all of Africa, including contract personnel, and expect this 
number to increase to about. 1,000 in fiscal vear 1961. ‘Training pro- 
grams are being arranged for over 800 African participants this year, 
with an expected increase to about 1,000 during fiscal year 1961. 
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NORTH AFRICA 


| would like now to turn to the three north African countries 
Libya, Morocco, and Tunisia. About three-fourths of the special as- 
sistance and about 20 papers of the technical cooperation proposed 
for Africa for fiscal vear 1961 is for these three countries. The rea 
sons for this le in oe special political and military interests the 
United States has in this area, and the major economic problems these 
countries face. 

In Morocco, there is, as you know, a complex of U.S. air and com- 
munications bases. Agreement was recently reached on the evacua- 
tion of these facilities by the end of 1963. The continued and 
effective operation of these facilities for the remainder of the period 
should, of course, be considered within the framework of the increas- 
ing political and social tensions which accompany Morocco’s efforts 
to become a modern nation. 

Although Morocco is relatively rich in fertile lands and mineral re- 
sources, the loss of French technicians and financial assistance since 
the achievement of independence in 1956 has led to serious economic 
problems. Extensive unemployment and the resultant political un- 
rest are grave concerns. Business inactivity seriously affects the abil- 
ity of the Government to obtain domestic revenues. At the same time, 
the almost complete absence of private investment makes economic 
recovery and political stability depend in large part on the success of 
the Moroccan Government’s development program. It is apparent 
that considerable foreign assistance will be required in fiscal year 1961 
to finance the large development. program necessary to achieve these 
aims. 

U.S. military facilities in Libya represent a total investment of 
over $100 million. The Wheelus Air Base is most valuable as a train- 
ing and staging center. The Libyan Government, which continues to 
cooperate with the West, looks forward to the achievement of eco- 
nomic independence as a result of oil developments. Its desire to 
avoid foreign entanglements and to maintain its independence is now 

reinforced by the prospects of substantial income from oil revenues 
within the next 5 or6 years. Until such time, however, U.S. economic 
assistance by contributing to Libya’s economic development, is an 
important factor in the continued acceptance of the American military 
installations. 

U.S. economic assistance has been devoted largely to stimulating 
agriculture, raising educational levels, improving health, and provid- 
ing vital communications facilities. A Libyan agricultural exten- 
sion service has been developed. Improved water utilization and soil 
conservation are helping to increase the amount of land under cultiva- 
tion. School enrollment has been increased from 43,000 in 1952 to 
about 125,000 in 1959, and the physical plant and equipment of Libyan 
schools have been expanded. Over 2,000 miles of essential roads have 
been restored and maintained. The United States has financed con- 
struction or repair of a number of hospitals, dispensaries, and similar 
health facilities. 
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In Tunisia we are fortunate in having a vigorous and progressive 

\rab Government which aligns itself courageously with the Western 
World. The Bourguiba government is relying heavily on cooperation 
with the West to achieve its politic: al and economic goals. The 
Tunisian economy, which was so intricately and intimately intertwined 
with the French economy, has suffered greatly with the de ‘parture of 
French technicians and administrators and private and public invest- 
ment. With independence, the Tunisian Government found itself 
without the capits | resources and technicians necessary to maintain a 
stable economy. An immediate consequence was unemployment, which 
today ranges about 25 percent of the labor force. This unemployment 
problem is a large ee critical trouble spot and gives rise to greater 
pressures on the Government for increases in its developmental pro- 
erams. The ‘Tunisians have tightened their belts and are making a 
disciplined ancl energetic effort to tackle their difficult economic prob- 
lems. The Bourguiba government's success in this endeavor will have 
vitally important consequences for the neighboring Arab areas as well 
as for many African countries. U.S. economic and technical assist- 
ance has been a basic element in shoring up the Tunisian economy, and 
will continue to play a key role in helping the Tunisian Government 
to achieve its goals. 

In sum, we are requesting $115 million in special assistance (includ- 
ing $20 million for the special program for tropical Africa) and $24.3 
million in technical cooperation for fiscal year 1961. This compares 
with the present program for fiscal year 1960 which amounts to $97.5 
million for special assistance and $90.9 million for technical coopera- 
tion. I consider these amounts conservative and minimal. With 
these amounts, however, I believe we can demonstrate our sympathy 
with the newly emerging African countries and respond to the varied 
and complex demands the African continent makes in this first year 
of a new and epochal decade for Africa. 


MILITARY ASSISTANCE 


Turning to military assistance progrems in Africa, ] must emphasize 
that our approach here is different from that in pile areas. The 
African States, especially those that are just entering into independ- 
ence, have only small military forces. None of these states is linked 
to the United States by collective security evens and we 
would not expect any of them to play a major role in a global war. 
We do not forget. however, that Ethiopia sent forces ty fi ight for the 
freedom of Korea some years ago. Our small military assistance 
programs in Africa are designed for different and essenti: ally political 
I urposes, 

It is essential that the continent of Africa remain free from domina- 
tion by the Sino-Soviet bloc. It is essential that the African States 
remain free to develop their own political, economic, and social institu- 
tions, in cooperation with the rest of the free world. It is also essen- 
tial for the United States to retain its right to operate certain key 
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bases in North Africa, and that the United States and its allies have 
continued access to a wide range of important materials in Africa, 
principally minerals. 

To achieve these strategic and political objectives, the United States 
has undertaken to assist a few of the African States in providing 
equipment and training for the maintenance of their internal security. 
Programs have been arranged in E thiopia, Liberia, and Libya for 
the provision of equipment ‘and training. These programs, designed 
for local defense and police purposes, comprise light arms and ammu- 
nition. Requests from Morocco and Tunisia for milit: ary assistance 
are also under study. A military training mission has been fune- 
tioning in Liberia for several years. 

For fiscal year 1961 we are requesting funds totaling $18.2 million. 
This request ‘will enable us to strengthen the internal security of five 
countries—Ethiopia, Libya, Liberia, Morocco, and Tunisia—whose 
ae political stability, internal security, and nanan 

friendship are important to us. 

The $18.2 million requested in fiscal year 1961 is composed as 
follows: $12.6 million for force improvement ; $3.2 million for force 
maintenance; and $2.3 million for training and for transportation and 
other services. 

It is my conviction that these programs represent a sound invest- 
ment for the defense of this country and for the security of the 
free world. 

Africa is moving forward at incredible speed. A number of states 
there face urgent problems of internal security ; they need, and should 
receive, our assistance. In certain states we have military bases that 
are of great importance to our overall strategy. This part of the mil- 
itary assistance program is an essential tool for achieving our foreign 
policy goals in Africa. 

To sum up, Mr. Chairman, Africa is entering upon a new chapter 
in its history. As independence approaches, in some areas with a 
speed undreamed of a few short years ago, the awesome responsibil- 
ities of self-government come suddenly into focus. In other areas, 

Africans seeing the progress of their neighbors, grow increasingly 
Impatient. There is a growing awareness of the need for recone ‘ling 
the insistent upsurge of nationalism with means for an orderly transi- 
tion from past to future. 

Mr. Passman. Thank you, Mr. Secretary. 

I am sure we all agree that even though it is an uncertain period 
in which we find ourselves, at least there has not been a shooting war 
in the last 4 years. 

Mr. Sarrertuwatre. Just in one part of the world, I think. 

Mr. Passman. I mean so far as our country is concerned. 

Mr. Sarrertuwatre. That is right. 

Mr. Passman. And I believe we have been very fortunate in en- 
joying great prosperity in this country in the past several years. 

Mr. Sarrertiwarre. Yes, sir. 
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Mr. Passman. As you are a person of broad experience, we shall 
seek your counsel at this point, before we get into the actual considera- 
tion of this request. 


GROWTIL IN FOREIGN AID PROGRAM SINCE 1945 


According Lo the actual record, when the old Marshall plan phase 
of the mutual security program started in 1948—I believe that is the 
year it required men with great courage, combined with those with 
long seniority, to walk down into the well of the House and Say, 

“Here we are attempting to embark upon a program that may take 
us into 16 nations, the aggregate cost of which could reach $15 billion, 
and it might require some 4 to 5 years to complete this program. 

But, today, there are from 43.000 to 44,000 people employed in the 
mutual security program. Also, you have literally thousands of 
people drawing a temporary profit in this program. We were led into 
the land of dreaming and scheming, so that today we are in 76 nations 
in this world, and you have branched out into 20-odd different pro- 
grams, with thousands of projec ts, which Congress could not possib sly 
keep up with. We are now considering funds for the 14th year, and 
the total cost exceeds 8100 billion, altogether. 


INCREASE IN U.S. TAX COLLECTIONS AND PUBLIC DEB! 


Now, during the past 7 full vears, January 1, 1953, to January 1, 
1960, we collected from the American taxpayer in excess of one-half 
trillion dollars. to be exact. S528 06.506, 10. 

Contrast that with the previous 7 years, from the beginning of this 
program. During that previous 7-year period we collected from the 
yee “an taxpayer $335,402.27 10. 9. 

», during the past 7 years we have collected $193 billion more than 
we id | in the preceding 7 ( years, because YV we have continued to reinstate 
the Korean war taxes after the ‘Vv expired, 

We have actually borrowed an additional $24 billion to give aw: LY, 
moving our pub lic debt from 8266 billion to $290 billion. 

This committee must associate itself with these figures because we 
know that if you confiscated all the wealth of America you still would 
not have enough to continue all these progranis, 


GOLD RESERVES 


If you Zo bae Kk to 7 years ago, our eold reserves have dropped from 
$93.5, billion to $19 billion, That has caused us concern and our creat 
Secret: iry of the Treasury, ap pointed by Mr. Eisenhower, is even more 
greatly concerned, But the amount of foreign-owned U.S. dollar 
credits has increased to $20 billion, And, unless I have been misin- 
formed—and I question whether I have—to support our own mone- 
tary system we must havea gold reserve percentage which now amounts 
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to about $12 billion. Subtract that from $19 billion, and you have $7 
billion. Of the $20 billion foreign-held dollar credits, $11 billion is 
a direct claim on the gold. If you take the remainder of $9 billion of 
dollar credits, by a transfer to the central governments they could 
have a direct claim on our gold reserves, 

Now when you take the difference between $19 billion and $12 bil- 
lion, which is $7 billion, and if we were to face a run, if they should 
lose faith in our ability to run our monetary system, it would throw 

is Nation into a condition such as you have never read about. 


ASSISTANCE TO AFRICA 


It is time we give more sober thought to this scheming and dream- 
ing Into which we are being led. 

We think of the European nations as being our friends and allies. 
laccept that. You say:*This area of tropical Africa is now receiving 
over $900 million annually from European countries for major devel- 
opment. projects.” Just why do we have to get in there, when these 
Kuropean countries are better off today than they have ever been 
before, and they are able to help these people? Do we have only one 
weapon left with which to gain and hold friends, and that is our 
money, Mr. Secretary / 

Are you familiar with the statisties I have cited ¢ 

Mr. Sarrertuwatite. In part; yes. 

Mr. Passman. If they are true, are we not ruining the economy of 
this country and mortgaging the future of generations yet to be born 
by trying to do more than we are fiscally able to do? 

Mr. Sarrerruwarre. Mr. Chairman, this is a question on which I 
would have to support the position of the Secretary of State. 

Mr. Passman. All right. 


DOLLAR DIPLOMACY 


Ilow did we maintain such a pleasant relationship with so many 
nations for so many generations’ Would you say our foreign policy, 

insofar as maintaining friendly relationships with other nations, is 
depende nt to a large degree upon dollar diplomacy, through which 
financial aid is extended to maintain a frie ndly attitude? 

Mr. Sarrerruwaire. First let me say I do not mean to imply I 
do not support the Secretary of State. I mean he would have to speak 
at that level. 

Mr. Passman. I understand. 

Mr. Sarvertuwatre. But I think it is obvious we cannot have a war 
on the scale of World War II and return to the happy state to which 
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you have referred. In past years we did not have the worldwide 
responsibilities we have today and of course there were many fewer 
nations. 

GENERATION OF REQUESTS FOR ASSISTANCE 


Mr. Passman. We assume those worldwide responsibilities; do we 
not? We generate many requests. 

Mr. Sarrerruwairte. I do not know of any where we have been 
uninvited, but if there are any it would be for purposes of collective 
security. 

Mr. PassmMan. Have we not applied this word “security” to many 
things which may be mentioned at any time? Are we going to keep 
running behind that every time something comes up? 


Mr. Sarrerrawaire. Mr. Chairman, you asked if I could not con- | 
firm that we had gone into places where we had not been requested to | 


do so. I do not know of such instances unless it was in areas where 
we may have done so for collective security purposes, and I am not 
familiar with any such instances. 


WASTER IN AID PROGRAM IN KOREA 


Mr. Passman. The present Acting President of Korea has report- 
edly stated that we have wasted more than $200 million in our aid 
program to Korea, and he has said the program has been mismanaged. 
The only way I know by which we can bring this under control is to 
be a little excited about it, and to be str: aightforw ard about it, and 
see if we cannot develop something that would help correct the situa- 
tion. 

ADVISABILITY OF EMBARKING ON ANOTHER AID PROGRAM 


Speaking for myself, I am not at all satisfied over what you are re- 
questing for Africa. You have this technical aid program scattered 
in so many fields it is difficult to keep up with it. You have the Or- 
ganization of American States, the atoms for peace program, the U.N. 
expanded technical aid program, and now we are branching into a 
technical aid program out of special assistance. I do not know how 
we will be able to control it, and I do not see how you will be able to 
control it, because we are getting into too many fields. You say: 
The executive branch is, therefore, proposing to Congress a special program for 
tropical Africa with an initial appropriation request of $20 million within the 
special assistance category. 

And, if I may goa little further, you say : 

Very few of the emerging countries are economically viable, and their leaders 
very quickly recognize the importance of economic development and a higher 
living standard as necessities to sustain and fortify their political independence. 
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I believe we stated for the record this morning that Mr. Stans, our 
able Budget Director, said we had already mortgaged the welfare 
of generations yet to be born to the extent of $750 billion through our 
domestic commitments, 


ULTIMATE COST OF NEW PROJECT 


Dealing specifically with this item, can you tell us what would be 
the cost of this to completion? You say this is an “initial” request. 
In your opinion, what will be the ultimate cost in this new field? Have 
you projected it into the future ? 

Mr. SatrertHwaite. No, sir. It would not be fair for me to say, 
however, that I find any likelihood of this program being limited to 
this amount and to only a few years. We are playing for very high 
stakes in Africa. A great vacuum has been created and if we do not 
help Africa, whether we like it or not—and I am certainly no less con- 
cerned about these heavy taxes than you are, Mr. Chairman—we may 
lose this vital area of the world, and this is, in the context of our aid 
programs, a relatively modest request and one from which I think we 
will get very great returns indeed. 

Mr. Passman. Mr. Secretary, you say “modest.” When my people 
read in the record $20 million, ‘which you refer to as modest, it does 
not sound modest. It sounds to me as though you are talking about a 
lot of money. 

I doubt if a person in this room can give us an estimate as to the 
ultimate cost of this program. I think this committee must face up 
to its responsibility somehow. 


CONSTRUCTION OF EDUCATIONAL FACILITIES 


I notice a statement made by you urging the House Foreign Affairs 
Committee to approve the initial $20 “million installment for educa- 
tion as part of the President Eisenhower’s $4,175 million overall for- 
eign aid program. 

You stated it could be expected to cost more in future years. 

Mr. Sarrertuwaire. I said that in this statement, sir. 

Mr. PassmMan. How much more do you think? Tell us approxi- 
mately what we are getting into here. 

We know this is a building program. Unless I miss my guess, 
picking this up, out of $20 million you will construct complete school 
buildings and equip them. Is that correct ? 

Mr. Sarrerruwaire. I hope so. 

Mr. PassmMan. How can it be a technical aid program, if you are 
going to build agr tt Mee al educational buildings? How is that tech- 
nical aid? 

Mr. Sarrerruwatrre. We are talking about technical assistance, I 
recognize, but——— 

Mr. Passman. What is the difference between technical assistance 
and technical aid ? 

Mr. Sarrerruwatre. Special assistance. 

Mr. Passman. You are using it. This is a money request dealing 
with the technical aid program. Tf this is a technical aid program 
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branching out from the bilateral, taking out of another money re- 
quest, am I correct in assuming that you are actually going to con- 
struct buildings with this? 

Mr. Sarrerriwatre. We contemplate that; yes, sir. 

Mr. Passman. Then certainly it is not technical assistance, but it 
is a building program; is it not? 

Mr. Sarrerruwaire. Partly a building program, Mr. Chairman. 
We are asking for the $20 million under the special assistance pro- 
gram. 

Mr. Passman. We shall handle that, too, but can you tell us now, 
out of this initial $20 million, which no doubt is just the beginning of 
& very expensive program, what part will be for buildings and 
equipment and what part will be for actual personnel ? 

Mr. Sarrerruwatre. I cannot really tell you, sir. 

Mr. Grant. We have not progr amed this out. The detailed testi- 
mony on this will arise at the time we have special assistance. 

Mr. Sasiee AN. Why did you put it in the technical aid program? 

Mr. Granv. It is not in the technical aid program. It is my under- 
standing that the Secretary is here to provide the political back- 
ground for all of our categories—special assistance, military assist- 
ance, and technical cooperation. Therefore he is providing the back- 
ground for all of these programs. 


INITIATION OF PROGRAM 


Mr. Passman. Who initiated the particular program, under dis- 
cussion at this time? 

Mr. Satrertuwaite. The executive branch. 

Mr. Passman. Who in the execut ive branch ? 

Mr. Sarrertiwatre. The Secretary of State. 

Mr. Passman. Which Secretary 7 

Mr. Sarrerruwatte. Mr. Herter. 

Mr. Passman. He initiated this program ? 

Mr. Sarrerruwatire. I speak of the special program we are discuss- 
ing here. 

BREAKDOWN OF REQUEST 


Mr. Passman. What will be the ultimate cost? And what part of 
this $20 million will go for school buildings and equipment, and what 
part is actually going for technical assistance? 

As far as I am concerned, I will not support the bill with this item 
if you are starting off on a prolonged and expensive building program 
and are not. able to tell us what part will be for technical assistance 
and what part will be for school buildings, or college buildings, and 
equipment. 

Mr. Sarrertuwatre. Mr. Chairman, I have every desire to be re- 
sponsive to your questions. 

Mr. Passm, an. I know that you do. 

Mr. Sarrertuwatre. In my opening paragraph I pointed out I was 
covering the whole program and this would be my only opportunity. 
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SCHOOL BUILDING PROGRAM 


Mr. Gary. Would you tell me how I can justify voting against 
housing for Richmond on a bill that is on the floor of the House tod: ay, 
voting against the school construction bill for schools which might be 
built in Richmond, and then voting for schools for Libya, Ethiopia, 
Tunisia, and the other countries of Africa? I just see no way of 
doing it myself. Personally I want to make it emphatic right here 
that Lam absolutely opposed to any school building program in A fric: 

Mr. Passman. Furthermore, Mr. Secretary, if Mr. Herter initiated 
this program, who recommended the program to Mr. Herter / 

Mr. Sarrerruwairr. Mr. Chairman, first let me say that this has 
not been anywhere described as a school building program. We say 
frankly in our statement there will be some schools built, but that is 
not the primary purpose. 

Mr. Gary. You said construction. You state the financing of con- 
struction, equipment and supplies, and staffing contracts will absorb 
the bulk of the funds. That is in your opening statement. 

Mr. SatrerTHwatre. Yes, sir. 

Mr. Passman. Of the $20 million, it has been testified that some of 
it will be used for building buildings. Is that correct ? 

Mr. SarrerTHwWaIrTe. Yes, sir. 


EXPLANATION OF PROGRAM 


Mr. Passman. What part of this initial $20 million will be for 
buildings and equipment, and what part will be for the technical 
aid field. 

Mr. Inspector General, can you enlighten us ? 

Mr. Mvurpny. All I can do, Mr. Chairman, is beg the committee’s 
indulgence until the time when the people come up here to present 
the special assistance appropriation which contains this money. 

I assure you that when Mr. Saccio, the Deputy Director of ICA, 
comes in as the witness to run down the special assistance request, that 
he will be fully prepared to go into the details of all the programs, 
including this special program, and at that point if we cannot satisfy 
you I will be surprised, that is so far as the information is concerned. 

We may not convince you but at least we will have—— 

Mr. Passman. You are going to attempt to convince us you should 
take the American taxpayers’ dollars and construct school buildings 
in Africa? You are going to convince us that a certain amount is 
for buildings as against a cert: iin amount for technical aid ? 

Mr. Murrny. I think Mr. Saccio, when he comes, Mr. Chairman—— 

Mr. Passman. What is Mr. $ Saccio’s position f 

Mr. Murruy. Deputy Director of ICA, and he is the person who will 
make the presentation to your committee of the request for special 
assistance in its entirety. 

He will attempt to convince you of both points, Mr. Chairman. 


DECISION TO GIVE ASSISTANCE 


Mr. Passman. This is a political decision. How would Mr. Saccio 
come into it? 
Mr. Mcrrny. The political decision is to give assistance. 





1454 


The decision as to exactly what kind of assistance, whether it be 
commodities, equipment, or technicians is an economic decision. This 
is why Mr. Saccio will present it. 

Mr. PAssMAN. Can Mr. Saccio tell us who gave Mr. Herter the 
idea? Hedidn’t pick this up himself. 

Mr. Murrny. I am sure he will explain the whole thing to you from 
the inception of the program. 

Mr. Passman. I thought that is why we had the honorable Secretary. 

Mr. Murpny. As in the case of the other Assist: ant Secretaries of 
State to follow Mr. Satterthwaite, his appearance is to provide you 
and your committee with the backdrop of the political motivation for 
the giving of assistance in the area concerned. 

Mr. PassmMan. Doesn’t that tie right into the program? This is part 
of it, Mr. Secretary. 

Mr. Sarrerruwatre. Let me say this, Mr. Chairman: We have been 
under very great pressure, not only from Government officials and 
from private citizens but from Members of Congress to come up 
with what has been called a dramatic program. We have seen what 
happened in Guinea when we were not prepared to move. 

We have seen the danger of one country after another falling to 
the Communist bloc. We therefore have, both in the State Depart- 
ment and ICA, been seeking some program which would be the most 
helpful and at the lowest ¢ ost. 

This program, as Mr. Saccio will tell you, originated in both the 
ICA and in the African Bure: au. 

I cannot say we are the exclusive originators of it. People from 
all over the Government have been free with ideas. 

Mr. zane AN. Who in the African Bureau developed the idea ? 

Mr. Sarrerrnwatire. Sir, I am the official of the African Bureau 
responsible. 

Mr. Passman. Do you know who suggested it to you ? 

Mr. Satrertuwatite. No one can say which one individual thought 
up this idea. 

WEAK JUSTIFICATION OF FUNDS REQUESTED 


Mr. Passman. I do not believe you would be very proud of this 
committee, or the Appropriations Committee, if you thought that 
we would appropriate money for all projects coming before the full 
committee, or any subcommittee, with as weak a justific ation as you 
have here. 

Here is a $20 million request. Here you are actually starting a 
building program. This is just an initial request. You cannot even 
tell us what the future cost would be. That is how we have gotten 
ourselves into so much trouble with this program, and why, for ex- 
ample, we are being criticized in Korea. 

I expect the Acting President minimized his statement when he 
reportedly said we threw away only $200 million. 


SENSITIVITY OF NEW NATIONS TO ACCEPT U.S, AID 


We had another agency who came before us with certain infor- 
mation. Since you are head of the Bureau, do you know whether 


or not any of these nations would be sensitive to accepting American 
aid 2 





Mr. Anprews. Bilateral. 

Mr. Passman. Yes. 

Mr. Sarrerruwatire. First let me go back to the first question, if I 
may. I did not come here to justify in detail this special assists ance 
program. As Mr. Murphy has explained, the ICA and Mr. Saccio 
will undertake to do that later and my Bureau will give it any support 
we can. 

Mr. PassMan. Very well. 

Mr. Sarrerruwatre. Second, let me say in reply that I fully expect 
your committee, and recognize it to be your duty, to go into these 
things in detail. If you say we have failed to justify it, we have 
not brought the justific: ition before you yet. 

Let me say an important Member of Congress who did hear our 
justification before another committee had me on the telephone only 
2 days ago stating very vigorously that we were losing Africa, what 
are we doing about it, ‘and why have we not requested more ¢ 

Mr. Passman. Perh: aps that Member is in possession of some facts 
we need. Would it be a violation of the policy of the Bureau to 
give us the Member’s name ? 

Mr. Sarrerruwatre. I would prefer not to, Mr. Chairman. 

Mr. PassMan. We shall try to ascertain the name from some other 
source, then. 

Mr. Sarrerruwatre. You raised the question about whether some of 
these newly independent states would not prefer to receive aid-—— 

Mr. Passman. Are they sensitive to accepting direct aid, bilateral 
aid, from the United States ? 

Mr. Sarrerruwatre. So far as I know, no, provided there are no 
political strings attached, 

Mr. Passman. They are not sensitive to accepting direct aid from 
the United States? 

Mr. Sarrerruwatre. Not only are they not sensitive but they are 
requesting it. 

Mr, Passman. Another important witness appeared before the com- 
mittee, and he said many of these countries are sensitive to accepting 
aid on a bilateral basis. He said many of these countries are sensitive 
to accepting aid from a single great power. That is what we are 
trying to reconcile, whether or not they are sensitive. 

Mr. Sarrerruwatrre. I assume this official spoke on a global basis? 

Mr. Passman. He was talking about the very section we are dis- 
cussing now. 

Mr, Sarrerrnwatre. I have no personal knowledge of any country 
which has really displayed any such sensitivity. 

Mr. Passman. I am willing to accept your word, because I think 
you know what you are talking about. 


ANNUAL AID LEVEL NEGOTIATIONS 


On page 4, you stated : 

We wanted as much as possible to avoid getting into a position of annual aid 
level negotiations with any new countries pressing for external assistance. 
What does that mean ? 


Mr. SATTERTHWAITE, I believe we submitted a statement for the rec- 
ord to this committee on how we go about establishing new programs 
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following the Secretary’s testimony. Some of these countries have 
been named, countries which are not independent, and which have 
indicated they want assistance. Congo is one of them. If you like 
[ think I have that statement with me. 

Mr. Passman. Mr. Secretary, that is all right, but what we want 
to do is to pin down this one part of your st atement. You stated: 

We wanted as much as possible to avoid getting into a position of annual aid 
level negotiations. 

Mr. Sarrerruwarrr. To get things to a regional basis as much as 
possible so each year we would not have to go through a justification 
country by country. 

Mr. PassMan. Throw it in a bag and let you handle it as you want 
to, and not let us in on it? 

Mr. Mvurriry. Quite the contrary. 

Mr. Passman. Would it add up to that 4 

Mr. Murrny. No, sir. 

What. the Secretary means here is that instead of establishing an 
aid level for each country in the area, that they would establish the 
program in the area project by project. 

Mr. Sarrertuwatre. That is right. 

Mr. Murrny. So that this vear they would approve project. A, say 
in the field of agriculture. It might be for the benefit of three or 
four countries in a region, although the project perhaps would be lo- 
cated in only one country. 

They might later in the year approve another project in engineering; 
it might be located in a different country, but would still serve the 
other countries as well. 

Each project would be taken on its merits and there would be no 
history built up that year by year country A will get X million dol- 
lars, and a disappointment the following year if it did not get it. 

In other words, it would be a project-by-project. program rather 
than an establishment of country level of aid concept which has been 
established in some areas. 

Mr. Passman. Did a research bureau work that out for you, or did 
vou come up with that idea? You have had institutions working on 
things not quite that complicated. 

Mr. Mvurrny. I believe honestly that this concept is worth a good 
try from the standpoint of the taxpayers’ interest. 

‘Mr. Passman. This “trying” has been rather w: astefully expensive. 
We have managed to dissip: ite about $100 billion, ine ‘luding interest, 
through the program in the past 183 years. Are we ever going to 
perfect any part of it? 

Mr. Murpny. Do you not agree that, if we can get away from this 
business where each year we have to explain to a country why this 
vear the amount of aid it is to receive is lower than it was last year 

and the year before, it would be to the advantage of the taxpayer? 

Mr. Passman. Don’t you think those people might have a lot more 
respect for us if you pl: vved a little hard to get sometimes, rather than 
just letting them think we are old moneybags, and how much do you 
want? 

Mr. Murrrry. This will be right down that alley. 

Mr. PassmMan. = ry not to disappoint them too much. 

As I said, Mr. Secretary, we respect you very highly 
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Mr. Sarrerruwaire. Thank you, sir. 

Mr. Passman. You are assigned to do a job, and you are doing it 
well, even if it isa recommendation for giving away money. There 
is nothing personal in this. 

Mr. SarrertHwaire. I understand that, sir. 


ITALIAN SUPPORT TO SOMALIA 


Mr. Passman. “We are now discussing with the Italian Govern- 
ment possible arrangement by which they could continue their major 
role in support of Somalia.” “Is that a correct statement ? 

Mr. SatrerruwattTe. Yes. 

Mr. Passman. I believe this statement is based upon negotiations 
you have had with the Italian Government ? 

Mr. Sarrerruwaire. That is correct, sir. 

Mr. Passman. A special assistance increase no doubt would come 
about, by these negotiations ? 

Mr. Sarrerruwatre. This is in the way of budgetary support. 

Mr. Passman. For whom ? 

Mr. Sarrertuwatre. To be supplied by Italy. Weare very anxious, 
as you know, not to get into this type of assistance. 

Mr. Passman. W hy is this statement classified ? 

Mr. Murerry. What isit, Mr. Chairman ? 

Off the record. 

( Diseussion off the record.) 

Mr. PassMan. We were told over and over again, by the top echelon 
people, that we would never be placed in a position where if Soviet 
Russia made a grant or credit we would attempt to match it. 

I suppose we have had a change in policy. 

Mr. Grant Off the record. 

(Discussion off the record. ) 

Mr. Passman. But you had an increase. My question was, Did you 
increase it on that account? 

Mr. Grant. There was a decrease in 1960 and there was an increase 
requested for 1961. 

Mr. PassMan. Weare talking about 1961. 

Mr. Sarrertuwatire. That is what I thought. 

Mr. Passman. The proposed amount is an increase. So there will 
be no mixup, we are discussing the appropriation for fiscal 1961 

Mr. Sarrerruwatre. Off the record. 

( Diseussion off the record.) 

Mr. Passman. I expect Russia has been exte nding credit to some 
of these nations for 75 years. If 5 percent of the people will assume 
all the responsibilities all over the world and block Russia, or any 
other nation, which wants to make a good hard-boiled loan, then we 
will have a rough and rugged road to travel. 


U.S. ASSISTANCE TO LIBYA 


Our U.S. military facilities in Libya represent a total investment of $100 
million. 


I believe that is in your statement. 


The U.S. economie assistance, by contributing to Libya’s economic develop- 


ment, is an important factor in the continued acceptance of the American 
military installations. 





1458 


What part of that represents rent, to date ? 

Mr. Sarrerrnwatre. Off the record. 

Mr. Passman. Now, the total if we may have it ? 

Mr. Granr. I can provide this for Libya. The cumulative total of 
special assistance through June 30, 1959 was $55,893,000. 

Mr. Passman. For 19612 

Mr. Grant. The 1961 request is for ——— in special assistance. 

Mr. Passman. That will exceed the cost of the base, will it not, and 
they would still own it ? 

Mr. Granv. I believe the value of the base exceeds the value of any 
physical investment in the base. 

Mr. Sarrerrnwatire. We have mentioned the $100 million figure as 
the cost, not as its value to the United States—— 

Mr. Passman. Did you say we were going to get out of there soon? 

Mr. Murry. That was in Morocco. 

Mr. Passman. I believe the total, then, would be $88,893,000 rent 
we paid on our own base. Is that correct ? 

Mr. Mureny. I think that is the total special assistance. As Mr. 
Satterthwaite stated 

Mr. Passman. I want the total amount of money we paid in rent. 
Are those the correct figures through 1960? 

Mr. Sarrerruwalite. While we are checking this figure, may I point 
out this is our largest overseas base ? 

Mr. Passman. 1 hope the same thing does not happen there as 
happened in Morocco. We got that going well, and I think we are 
getting ready to wave them eoodby ; are we not? 

Mr. Sarrertuwatre. Conditions are very different. 


Mr. Passman. Conditions can change overnight. I think that hap- 
pened in Korea. 
Mr. Grant. The special assistance figure cumulative is $88,893,000. 


MILITARY ASSISTANCE PROGRAM IN AFRICA 


Mr. Passman. I do not believe this is classified : 

Turning to military assistance in Africa, I must emphasize our approach is 
different from in other areas, especially those just entering into independence 
and which have small military forces. None of these States is linked to the 
United States by collective security arrangements and we would not expect any 
of them to play a major role in a global war. We do not forget, however, that 
Ethiopia sent forces to fight for the freedom of Korea some years ago. Our small 
military assistance programs in Africa are designed for different and essentially 
political purposes. 

Mr. Murpny. Every single program of assistance we have, regard- 
less of type, is motivated basically politically. The decision to give 
aid is a political decision. 

Mr. Passman. You will leave that in the record? 

Mr. Mvurrny. Yes, sir. 

Mr. Passman. How are we ever going to tell these people that beau- 
tiful stuff about money for the starving peoples of the world, when 
you say, now, it is political ? 

Mr. Secretary, you have been very patient, and we know that you 
have many other things to do. 
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HOUSING PROGRAMS IN AFRICA 


Mr. Anprews. Is there any money in here for housing in these A fri- 
can countries ? 

Mr. SaTrerTUWAITE. Sir, as we indicated, there will be a fuller ex 
planation of our special program which does envisage building some 
school buildings. 

Mr. Anprews. I do not refer to school buildings but housing. 

Mr. SATreRTHWAITE. No, sir. 

Mr. ( RANT. Might we ask Mr. Gordon, our regional director for 
Africa, to respond to that question so far as technical cooperation is 
concerned ? 

Mr. Gorpon. There are funds in the request for technical coopera- 
tion in three countries for advisers on aid and self-help in housing 
where we provide a specialist to advise the government, savings and 
loan associations and construction. 

Mr. Passman. There will be housing involved, then ? 

Mr. Gorpon. Not money for housing, but money for technicians in 
the technical cooperation program to advise the governments on their 
housing programs. 

Mr. Anprews. Thank you. 

Mr. Gorpon. There is one in the Federation, one in Sudan that I 
recall offhand involved in the 1961 program. 

Mr. Passman. Mr. Secretary, would you be available Wednesday 
morning at 10 o'clock? 

Mr. Sarrerriuwaire. Yes, sir. 


Wepnespbay, May 4, 1960. 


Mr. Passman. The committee will come to order. 

Mr. Secretary, we appreciate your returning this morning to pro- 
vide additional information to the committee. 

Who have you designated to respond to the committee with details 
on the program ? 

Mr. Sarrerruwatre. Mr. Grant does the technical cooperation and 
Mr. Dolgin is from my office. 

Mr. Passman. Who handles the bilateral technical aid program 
for Africa / 

Mr. Sarrerruwatire. Mr. Gordon handles it. 

Mr. Passman. Would it not be better, Mr. Gordon, for you to 
answer the questions? You are administering the program. You are 
not going to have these other people backstopping for you while you 
are out re 

Mr. Cannon, the chairman of the full Committee on Appropria- 
tions, ; as stated emphatically that he wanted complete hearings, but 
he suggested that the filibustering and sales pitches be discontinued. 
So, if it is agreeable with you gentlemen, beginning this morning, 
rather than making a sales pitch when a question is asked, please 
answer the questions directly. After we have concluded the hearings, 
if you wish to make additional statements you may do so. If you 
attempt to make a speech every time we ask a question then we shall 
never complete the hearings. 


53909—60—pt. 2——-11 
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RECONCILIATION OF DISCREPANCIES IN PRESIDENT S STATEMENT AND 
JUSTIFICATIONS 


It may not be proper for the chairman of this subcommittee to dis- 
cuss at length the President’s statement to the Congress dated May 3, 
1960, but what he said is no different from the other comparisons 
we have had of what is given the President and what the committee 
has to consider. 

Relating these considerations to a few programs still pending, on 
page 2, paragraph 6, the President refers to 5 million soldiers. The 
det: tiled justifications state a maximum of 4,900,000. With regard to 
combat ships the President uses 2,200, and your justifications indicate 
9300. With regard to aircraft the President uses a figure of 30,000, 
and your justifications indicate 29,000. His statement is rather vo- 
luminous. I shall not attempt to point out all the other discrepancies, 
but. I wish you would reconcile the statement with the justifications 
and inform the committee whether your justifications are correct. or 
whether the President is correct. 

Mr. Mureny. I will inquire into that and see what I can find out. 

Mr. Passman. You may wish to verify at this particular time the 
discrepancies in the three items mentione vd. 

Mr. Murpuy. I would be unable to do that. It would be more 
appropriate for the Department of Defense to do it. I will refer the 
matter tothem right away. 

(The information supplied may be found on p. 5061.) 

Mr. Passman. I want to apologize for your having to come back. 
Evidently the members had no further questions, or they would have 
been here to ask them. 

Mr. Sarrertuwairre. Thank vou. 


INCREASE IN TreCHNICAL COOPERATION FOR APRI 


Mr. Passman. We shall consider now the technical aid program 
for Africa 

The 196 estimate is $24,300,000. The 1960 program is $20,950,000, 
The L959 program was SlLodd lov. 

So, we go from §$15.591.000 in 1959 to $20,950,000 in 1960 to $94. 
300,000 in 1961. The inerease of $3,350,000 is in addition to the special 
project for Africa: therefore, in reality, the 1961 program for Africa 
would be $44.500,000, after including the 820 million 4 

Mr. Gorvon. If you would want to include the $20 million special 
assistance program for tropical Africa, you would want. to include 
the other African program requests falling under “Special assistance” 
a is well. 


TECHNICAL AID FOR EMERGING COUNTRIES 


Mr. Passman. They have told us it was technical aid. Mr. Dillon 
so stated, but we shall deal specifically with this item. 
Why do you need an increase of $3,350,000 in technical cooperation 


for Africa? 
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Mr. Gorpon. The increase is primarily for the new countries in 
Africa such as Nigeria. We have an amount of $1,200,000 set aside 
for these emerging countries that are gaining their independence 
primarily in 1960, 

Mr. PassMan. You are setting aside money for the countries that 
will we their independence at a subsequent date 4 

Mr. Gorvon. Yes. We have $1,200,000 set aside for that purpose. 

Mr. Passman. Could we not wait until those new countries come 
into being before we start giving them aid? 

Mr. Gorpox. The countries that are gaining their independence this 
year, Mr. Chairman, have approached the representatives of the U.S. 
Government for technical cooperation assistance. We have set aside 
the amount of $1,200,000 in our request for the emerging countries of 
west Africa. There may also be requirements to be met .in such emerg- 
ing countries as the Belgian Congo or the Malagasy Re “public. 

Mr. Passman. You had Nigeria in last year, also in 1959. 

Mr. Gorpnon. We have had a program there for the past 2 years, 
which is going up in 1961. We are asking for an increase in Nigeria 
from $1.4 million to $2.1 million. 

Mr. Passman. It has gone from $796,000 in 1959 to $1. 
1960 to $2.1 million in 1961 ? 

Mr. Gorpvon. That is correct. 


3 million in 


INCREASE IN EMPLOYMENT 


Mr. PassmMan. What is the pt ‘oposed number of personnel hrst, 
United States; second, contract—and the number of participants ? 

Mr. Gorpon. For all of Africa our expected number of direct hire 
program personne! at the end of 1961 would be 605: the expected num- 
ber of contract personnel is 234; and the number of participants to be 
programed is 1,005. 

Mr. Passman. How does that compare to the 2 previous years? 

Mr. Gornon. In the present year the estimated direct hire total i 
‘11, the number of contract persons is 189, and participants programed 
total is S51. 

Mr. Passman. There isan increase in every category 7 

Mr. aint, That is right, sir. 


UNLIQUIDATED OBLIGATIONS 


Mr. Passman. What is the amount of the estimated unliquidated 
dbligations as of June 30, 1960 ? 

Mr. Gorpon. $18.55 million. 

Mr. Passwan. You have $18.55 million unliquidated as of June 30. 
INK60. What was the estimated figure for 1959 ? 

Mr. Gorvon. $13.7 million, in round figures. 

Mr. Passman. And for 1961 ? 

Mr. Gorpnon. $22,350,000. 


Mr. Passman. Then the unliquidated balances are likewise in- 
(reasing' ? 
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DEOBLIGATIONS FOR 1960 


Mr. Passman. Did you ever get for the committee the total amount 
that you deobligated for the fise al year 1960 / 

Mr. Tennant. We sent them to you. The deobligations for 1960, 
bilateral technical cooperation, were $5,427,000 through February 28. 

Mr. Passman. For the fiscal year 1959 you had $16 million ? 

Mr. Tennanr. Yes. As you will recall I misinterpreted your 
statement the other day. In 1959 the $16 million that I gave you 
were deobligations that had been reobligated. 

Mr. Passman. I am not interested in that. We know what you are 
doing in many instances. You are obligating it to get it behind a 
screen, and at a subsequent date you deobligate it because you have 
poorly planned programs; but that does not alter the fact that you 
had $16 million unoblig ated in 1959. Do you stick with that figure! 

Mr. Tennant. I want to give you both figures together. In 1959 
deobligations amounted to $19.! 350,000 and the reobligations were $16 
million. 

Mr. Passman. I know you reobligate, to get it behind a screen. 
You have obligated and deobligated certain money as much as six 
times out in Taipei; have you not? 

Mr. Tennant. I cannot answer that question. 

Mr. PassMan. Give it to us, if you will, for 1960 now. Can you 
project that out to the end of this fiscal year ? 

Mr. Tennant. It is very difficult for me to project to the end of the 
fiscal year. 

Mr. Passman. You do not have it any later than 1959? 

Mr. Tennant. Actually through F ebru: ary 28, 1960. 


Mr. Passman. I am speaking of a complete year. We are familiar 
with what it is to obligate on the very last di ay of the year, but the 
last full year of deobligation would be 1959 ? 

Mr. TENNANT. That is correct. 

Mr. Passman. That was $19,350,000 ? 

Mr. Gorpon. That is correct. 
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ETrHiopia 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 
Actual Estimated | Proposed 
fiscal year | fiscal year | fiscal year 
1959 1960 196] 


Project assistance: 
rechnicians__--- bmincni ‘ . 1, 992 2, 154 
Participants a ; 160 463 
Contractual services ae ee | 1,026 1,212 
Supplies and equipment ‘ J St ws a aa 
Contribution to ooperative services as Saute 34 957 SY 
Other costs. ...--- hae : a aha : picid 2 265 282 
Total project assistance - ete Si a 4, 700 5, 000 


Number of people 
Technicians (on duty, close of year) U.S. employed asd 105 110 
Contract . 55 


v0 vo 


Potal, technicians___-- cank a 160 165 
Participants (programed during year 

Noncontract . 71 

Contract 


Total, participants__- 


Field of activity: 
Agriculture, forestry, and fisheries- - ----- . ; 1, 416 , 414 
Industry and mining cl > 1, 204 , O86 
Transportation - : 199 140 
Labor ‘ i 
Health and sanitation____- mini 7 512 
Education __- ‘i z 674 S40) 
Public administration _ _- ; ae 117 99 
Community development, social welfare and housing 12 2 


General and miscellaneous a 7 566 692 


707 


lotal by field of activity_-- i ; 4,700 5, 000 
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Mr. PassmAn. Now we shall take up Ethopia. 

In 1959 you had $4 million. In 1960 you had $4.7 million. For 
1961, you request $5 million. 

Mr. Gorpon. That is correct. 

Mr. PassmMan. What is the estimated unliquidated balance to the 
credit of Ethopia out of the technical cooperation fund as of June 30, 
1960? 

Mr. Gorpon. $4.4 million. 

Mr. Passman. Can you give it to us for 1961? 

Mr. Murpnuy. $4.6 million. 


BLUE NILE RIVER BASIN STUDY 


Mr. Passman. What has been the cost to date of the Blue Nile River 
Basin study ? 

Mr. Gorpon. The est _ ited total obligat ions to the end of fiscal year 
1960 from all funds, sir, are about $3.7 million, according to the latest 
projection I have. 

Mr. PassmMAn. Would it be $3,748,000 ? 

Mr. Gorpon. That is right, sir. 

Mr. Passman. Do you have any idea as to what the future cost of 
this project will be? 

Mr. Gorpon. We expect by the time it is completed it may run in 
the neighborhood of $6 million. 

Mr. Passman. Is this, again, a combination of technical aid and 
special assistance 4 

Mr.Gorpvon. Yes; that is correct. 

Mr. Passman. What amount are you requesting for the project 
for the fiscal year 1961? 

Mr. Gorvon. For the Blue Nile project we are requesting $667,000 
of technical cooperation funds. 

Mr. Passman. I do not believe that is in accord with our own printed 
record. 

Mr. Gorpon. $667,000 of technical cooperation money, sir. 

Mr. Passman. Youare asking for $1,103,000 in 1961 out of technical 
aid. 

Mr. Gorvon. There is a conflict between the two books I see. I feel 
quite sure the $667,000 is the correct figure. 

Mr. Passman. How can the committee ever mark up a bill with 
what you say and what the justifications show conflicting with each 
other? You have obligated already $2,735,000 for this project in 
1959 ¢ 

Mr. Gorvon. That is correct. 

Mr. Passman. You obligated $1,014,000 in the fiscal year 1960, and 
according to your justifications on page 16 you propose $1,105,000 out 
of technical aid for the fiscal year 1961, which would give a total of 
$4,850,000 obligated for the project through the fiscal year 1961. We 
have established what it will cost through the fiscal year 1961. AmI 
using correct figures ? 

Mr. Gorpon. These are the figures shown in the “Major Active Proj 
ects” book. 

Mr. Passman. Those are the figures you would expect the commit- 
tee to use In marking up the bill. 
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Mr. Gorpon. Actually those and the ones in the present presentation 
both would be useful, but we do have a discrepancy here at the moment 
bet ween the two books and I cannot explain what itis. Iam afraid the 
“Major Active Projects” book was made up earlier than the presenta- 
tion book and there was a revision of plans. The $667,000 I am quite 
sure is correct for technical cooperation funds in 1961. 

Mr. Passman. I assure you it leaves me confused. 

If we may, let us project into the future what the project will cost at 
completion. 

Mr. Gorvon. By the time it is completed we think it will cost $6 mil- 
lion, or just over $6 million. 

Mr. Passman. It is contemplated the project will be completed in 
1964 ? 

Mr. Gorpon. Yes. 

Mr. Passman. If I may again refer to page 16, even with the 
accuracy of the figures we are looking at ee it will be drastically 
curtailed in the remaining 3 years? 

Mr. Gorpon. Yes, because the more expensive part of the project 
has been finished. 

Mr. Passman. Is this not technical aid? 

Mr. Gorpon. Yes. 

Mr. Passman. Why will it be less expensive 4 

Mr. Gorpnon. It will take less personnel, sir. The aerial photogra- 
phy has been finished and that is fairly expensive. We are getting to 
the point now of finishing up the eround control work and getting on 
tomapping for which the Ethopian m: apping center will do most of the 
work, The Ethopian Government is carrying a good part of that. 


COMMUNITY WATER SUPPLY PROJECT 


Mr. Passman. How much have we spent on the community water 
supply project that has produced 112 wells since 1954 ? 

Mr. Gorpon. The cumulative obligations through June 30 
amounted to a total of $432,000. 

Mr. Passman. Let us get closer to it than that. Can you not bring 
usup todate? Give usthe cumulative total. 

Mr. Gorvon. The estimated total at the end of the present year 
would be $550,000. 

Mr. Passman. Through the fiscal year 1960? 

Mr. Gorvon. That is correct, through the fiscal year 1960. 

Mr. Passman. What will be the total cost ? 

Mr. Gorvon. That is a project, sir, that can be stopped at the end 
of any given well. The length of time we continue to drill wells in 
Ethopia will depend upon the availability of money. 

Mr. Passman. It could go on indefinitely ? 

Mr. Gorpon. It could: yes. We estimate phasing it out. We plan 
to phase it out in 1963. That is the current planning, subject to avail- 
ability of money, with a total expenditure of $814,000. 

Mr. PassMan. What kind of a well is this—a tube well ? 

Mr. Gorpon. No, sir. Most of these are wells out in the semiarid and 
grazing districts for both stock and the tribe people. 

Mr. Passman. This is limited to technical advice. The material 
would be in addition ? 


1959 


. 
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Mr. Gorpon. Initially we purchase well-drilling equipment as well 
as provide people out of technical cooperation funds. 

Mr. Passman. Would there be any additional cost for bringing 
these wells into operation, by reason of getting money out of any other 
fund? 

Mr. Gorpvon. I do not believe there is any SA money in that one 
currently. There was none in the beginning of the project either. 
The project was set up in cooperation w ith the E thiopian Government, 
with each government putting up half the money. Out of that com- 
bined fund the well drilling equipment and the local costs were paid 
for. We furnished the American well drilling personnel. 

Mr. Passman. How about the material, or whatever was required 
to produce a well ? 

Mr. Gorpon. We have nothing planned for 1961. 

Mr. Passman. I want to know up to date. So far you have given 
us a figure of $550,000 through the fiscal year 1960. TI should like 
to ascertain the additional money spent for materials to complete these 
wells. We are dealing with the technical aid program, and as a usual 
thing it is limited to not over 10 percent for equipment, but you have 
alot of steel tubing and other equipment; do you not ¢ 

Mr. Gornon. This historically has been a shared cost project and 
the Ethiopian Government has put money in the joint fund to finance 
the local fund and to finance the pipe and the drilling tools. Out of 
technical cooperation money, we have not exceeded 20 percent for 
commodities. 

Mr. Passman. Ethiopia could have put her part in out of some 
other grant aid received from the United States. 

Mr. Gorpon. No, sir. Our grant aid is tied to particular projects. 
The purpose for which it is used is spelled out in the project agree- 
nents. 

Mr. Passman. We have not found that true on some programs, 
such as the airport program over in Lebanon: but let us hope it will 
work out that way in this country. 

Mr. Ruoprs. Is this money then almost completely for salaries and 
personnel ? 

Mr. Gorpon. Yes, the money we are asking for in 1961 is for those 
purposes. : 

Mr. Riroprs. What about previous expenditures ? 

Mr. Gorpon. In the past there have been, in addition to paying 
for our personnel, some contributions to the coopers ative service to pay 
local costs, including salaries of some local personnel. That contribu- 
tion to the cooperative service has been pooled. 

Mr. Rnopes. How many people will be in Ethiopia on this project 
and will be paid from this $134,000 ? 

Mr. Gorpon. Eight U.S. technicians. 

Mr. Ruopes. Are there any locals being paid ? 

Mr. Gorvon. No locals being paid out of these funds; no, sir. 

Mr. Ruopes. Are these all people from Oklahoma State / 

Mr. Gorpon. These are not Oklahoma State contract people; these 
are direct-hirelC A technicians. 

Mr. Ruopes. How deep do you have to go to get water in most of 
these areas? How deep are the wells and how high in the casing 
does the water come on the average, if you know ? 
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Mr. Gorpvon. It varies a great deal in the area. In Ogaden, where 
the program started, they had to go down as much as 600 feet — 
the water would come as close as 200 feet of the surface. In the a 
50 miles south of Addis Ababa where there was a large valley w ith- 
out water for the cattle and the people, they got water at about 150 
feet and it came up to where we could use w indmills. But it varies 
great deal. 

Mr. Passman. This would cause us some concern. 

American technicians in the community water supply project have trained five 
Ethiopian well-drilling crews and two water supply construction and repair 
crews. 

Now, with these trained crews, why is it necessary to have these 
technicians at a cost of $134,000 for the fiscal year 1961 ¢ 

Mr. Gorpon. The job of these eight technicians is to train these 
crews. 

Mr, Passman. You say you have already trained them. Amer- 
icians, you state, have trained five E thiopian well drilling crews and 
two water supply construction and repair crews. 

Mr. Gorpon. They are trained. That is a relative term. They 
are still being supervised by our technicians. We expect that, when 
this program is phased out, they will be able to go forward on their 
own without supervision, 

Mr. Passman. There is nothing complicated about drilling a well. 
I am very familiar with it, because I had an uncle who drilled wells 
all the time. I expect he did it for about 5 percent of what it costs 
to drill these wells over there. 

You started this program in 1954. You have been training for 
6 years. I am sure that the committee and the Congress would like 
to see the time come when after training these people to do a job 
vou could release the American technicians. You say it is a relative 
term. They are not trained well enough to take over / 

Mr. Gorvon. That is right, sir. When you take tribesmen and 
train them, you have quite a tougher problem than with an American 
high school graduate. It takes time to train them to be a well 
driller. 

Mr. Passman. It just means it is a continuing project to maintain 
jobs for some of these American technicians. 

Mr. Gorvon. No, sir. These technicians are working under very 
adverse conditions, and I assure you we will withdraw them just as 
soon as we feel that the job is done, and that we have done something 
that will stay. 

Mr. Passman. Unless they are going down through rock, there is 
not anything very complicated about putting down a tube well. My 
State is full of them, and I used to work with a crew. Anyw ay, we 
must discount what you say on page 42, that these people have been 
trained. They have been trained, but not to the extent they can 
take over and drill wells. 

Mr. Gorpon. Some of them are that good. We are training new 
crews all the time. The total number of crews trained by the time 
we finish may double this, but we do plan to phase out in 1963 and 
complete the job of training and leave something that will continue 
to operate effectively and benefit the country. 

Mr. Passwan. If our money does not run out before we get through 
with it ? 

Mr. Gorpon. Yes. 
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MALARIA ERADICATION PROGRAM 


Mr. Passman. Is the malaria eradication program you mention on 
page 42 a technical cooperation program / 

Mr. Gorpon. Yes. It did start initially with technical cooperation 
funds. We are not asking for anything for 1961 in this bilateral 
technical cooperation program. 

Mr. Passman. Is it being transferred over to some other part of the 
overall mutual security program ¢ 

Mr. Gorpon. I am not sure sag r the worldwide malaria control 
program calls for any activity in Ethiopia. My impression is that 
WHO is involved 3 in this in E ficlcnis at the present time. 

Mr. Passman. The program will continue, but it will be under the 
World Health Organization ? 

Mr. Gorpon. Some sort of a malaria contro] program will continue 
because it is a serious problem in Ethiopia, but I think it will be the 
WHO primarily who will carry it out. 

Mr. Passman. What do you have planned for 1961 for the program! 

Mr. Gorvox. We have nothing in our program, sir. 

Mr. Passman. Then you are going over to spec ial assistanee, and 
under malaria eradication, on page 336, ask for $336,000 for Ethiopia; 
are vou not ¢ 

Mr. Grant. T think it should be mentioned that this description 
says that the technical cooperation is used for pilot malaria control 
projects on some 1,400 square miles of farmland. The reason for 
the use of special assistance funds for the malaria eradication pro- 
gram is that this has passed beyond the training and demonstration 
stage. The United States as a matter of policy has decided to 
help a wide variety of countries. 

Mr. Passman. Is it not true that this has been transferred over 
to another phase of the ICA program 4 


Mr. Gornon. No, sir. It is a different program. The initial one 
was a pilot training and survey program. Now there is a world- 
wide eradication program. | 

Mr. PASSMAN. The eradieators do not ka Ow al vthi ow shout the 


technical part of it. Is that it? We are going to have to pin this 
down, one way or ~ other, because it is an expensive program. Did 
your tec ‘hnicians train the eradieators how to do it ? 

Mr. Gorpon. oo ‘en technical cooperation program, there was a 
considerable training of Ethiopians, who, I suppose. are now being 
nsed in the eradication program. 

Mr. Passman. It is necessary for the contributions to be made out 


of the technical cooper: ation prosrTram be fore tm rin 1” t over to them? | 

Mr. Gorpon. It 1s my understanding t 
trained in the techniques of eradication. 

Mr. Passman. Is that true in every other country where you have 
malaria eradication programs ? 

Mr. Gornon. We have had some malaria work in Libya, sir, where 
we train Libyans. To my knowledge, the special worldwide program 
does not call for continuation there. Is Libya shown there? 

Mr. Passman. Yes. 

Mr. Gorpon. Libya is the only other one I know of. 

Mr. Grant. Liberia. 
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WORLDWIDE MALARIA ERADICATION PROGRAM 


Mr. Passman. The malaria eradication program is operating in 
how many nations of the world ¢ 

Mr. Gorpvon. The presentation on our special assistance will testify 
to this in detail. 

Mr. Passman. What I am trying to establish, with a certain amount 
of embarrassment to myself, is that in almost every program you 
run into duplication. You have a worldwide eradication program. 
We find out that under technical aid you have it, and then you move 
over to the world program. If you have this great eradication pro- 
cram, Which I certainly support, I am wondering why you would not 
have one organization, ‘why you have to get it into two or three differ- 
ent organizations. You go into it. You have your technicians, and 
you have a substantial expenditure. All at once it is transferred from 
your supervision, and it goes into the worldwide program. 

Mr. Grant. We obviously have a technical cooperation training 
phase followed by an eradication phase which it not appropriate for 
technical assistance. There has been a question, given the dimensions 
of this worldwide program, of getting the best possible supervisory 
staff in the some nearly 30 countries in which this program is being 

carried out. WHO has the capacity to provide trained staff. We 
have capacity to provide trained staff. By pooling our resources to- 
gether | think we can get the maximum quality of supervision with 
WHO operating in some countries and we operating in others. 

Mr. Passman. You have this malaria eradication program in about 
nations. You used the figure 30 

Mr. Grant. My underst: inding, ¢ sir, is that it is 27 

Mr. Passwan. The book shows 95 countries and territories. How 
do we straighten that out ? 

Mr. Grant. Twenty-seven bilateral country programs under which 
we are providing malaria eradication assistai 

Mir. Passaan. Would vou say the cians is successful as a 
worldwide program ¢ 

Mr. Grant. Sir, on this I would be willing to venture an opinion, 
r vou would hke it. You can get a more competent witness on this 
at the time special assistance comes up. 

Mr. Passman. In eee it has been successful 

Mr. Grant. In my opinion, s "ee pe dking, it has been suc- 
cessful. I thi nk there have been, as one miele expect in a worldwide 
program of this sort, some countries in which the program has not 
moved forward as expeditiously as we might have hoped at the out- 
set. Governments have been = rthrown. We have had civil wars 
in some of these countries. The best laid pl: ins of 4 years ago may be 
frustrated by events beyond their control. 

Mr. Passman. Certainly the gentleman understands T am thinking 
about how much more successful it would have been if it had been 
streamlined from the beginning. You have this malaria eradica 
tion program, not in 95 countries, because you do not have that many, 
but in 95 countries and territories. The bilateral programs are in 
27, leaving 68 countries and territories which were able to get along 
with this program, without the personnel from the technical aid field. 
Now vou are transferring some of those which you originated, out of 
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the 27, over to the worldwide program. It appears that there is a 
lot of duplication. We get into too many fields. 

Mr. Grant. Sir, there has been extremely close coordination be- 
tween ICA and the WHO. 

Mr. PassMan. Doing the same type of work. 

Mr. Granr. In allocation of responsibilities between the two 
agencies so we could get the most effective program. As set forth 
in the presentation book, malaria has been eradicated in areas in 
which 263 million people reside; in areas with approximately 700 
million it is now in the final consolidation phase; in areas with 504 
million people they are in what they call the attack phase, the full- 
blown malaria eradication program, with 167 million people living 
in areas where the program is only in its preparatory phase. 

Mr. Passman. There isa lot of merit in the program. 

Mr. Gorpon. May I make it clear that there is not a duplicatory 
program in a given country? It is a coordinated program with the 
WHO and our people working together under a centralized direction. 

Mr. Passman. That gives you dual administration costs, too. 
Would you not think it would have been better if you had left: it 
under one administration, and made your money allocation, and left 
it up to those people to complete the program? Just why do you 
have to have two organizations out of the same funds doing the same 
work? It appears to me that is like trying to have two managers of 
the same company. But that is the way it is being done. 


CONTRIBUTION TO COOPERATIVE SERVICES 


What is the contribution to cooperative services which amounts 
to ey so 

Mr. Gorvon. The cooperative services in Ethiopia are Ethiopian- 
American organizations tegrated with particular ministries. There 
is one for agriculture, one for water resources, one for health, and one 
for education. Those cooperative services are responsible for the 
joint planning, supervision, and execution of the development. proj- 
ects in Ethiopia. We make contributions and the Ethiopian Gov- 
ernment also makes contributions to those cooperative services. They 
are somewhat similar to the servicios of Latin Americ: 

Mr. Passman. It is almost 20 percent of the total progr: am ? 

Mr. Gorpon. Yes, 15 percent. 

Mr. Passman. If we might refer to just one item, community de- 
velopment, social welfare and housing, total low cost urban housing, 
how many technicians do you have assigned to that program ? 

Mr. Gorpon. One, sir. 


COST OF TECHNICIANS 


Mr. Passman. Ite osts $22, 0 ? 

Mr. Gorpvon. That is a projection which includes the initial sending 
of his family and the shipping of all his household effects. 

Mr. caer That is a continuing project ; is it not? 

Mr. Gorpon. The technician actually is not on board yet, sir. 


Mr. Passman. Will it bea continuing project ? 








ng 
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Mr. Gorvon, The initial phase of the project consists of a survey 
and partic ipant training. That is why it is shown as continuing. 
The technician is scheduled for 1961. 

Mr. Passman. I thought we established earlier that the average 
cost. of an ICA technician was about $15,000, including transportation 
and fringe benefits. Why would this particular one be so much 
higher ? 

Mr. Grant. Sir, the figure you are using of $15,000 was the figure 
for the Far East last year. I believe if you were to divide worldwide 
the number of technicians expected to be on duty at the end of the 
year against what we show as U.S. employed technici ‘lans, it would 
come out at about $17,900, worldwide. 

Mr. Passman. This would still be $4,000- plus higher, and the coun- 
trv is nearer. 

‘Mr. Grant. Part of this also is the salary of the technician. If you 
have a $12,000-a-year technician, obviously the cost could be some- 
what different than if you take an $8,000-a-year technician. 
TEACHER TRAINING AND EDUCATION 

Mr. Passman. You have one new project for teacher training at 
a contract cost of $300,000. Would you comment briefly as to the 
necessity for this new project, and its ultimate cost ? 

Mr. Gorvon. Yes, sir. We plan to start that in fiscal 1961 and 
expect that it will be a project of about 3 vears’ duration with a total 
cost of possibly $750,000. As to the need for it, there is, of course, 
a tremendous need for teacher training in Ethiopia. They still have 
a small percentage of their children of school age in school. A very 
high percentage of their teachers are poorly inadequately trained 
for teaching. 

Mr. Passman. What is the difference between the teacher educa- 
tion project and the teacher training contract ? 

Mr. Gornon. The teacher education project consists of two tech- 
nicians and six participants who will be brought out for teacher 
training. The project calls for working with the Ministry of Edu- 

cation in the central teacher education plan. 

Mr. Passman. Would that mean these technicians will cost the 
U.S. taxpayers $26,000 each? It is getting worse as we go along. I 
refer to page 46, teacher education. 

Mr. Gorpon. I am sure they would not cost that amount of money. 

Mr. Passman. You said two, and you have down $52,000 for them. 

Mr. Gorpon. We have two on board at the moment. Do vou have 
the details on that project? We mostly probably— , 

Mr. Passman. Would that mean you are going to beef it up? 

Mr. Gornon. We may be adding a third tec shnici lan or it may include 
part-time specialist hel 

Mr. Passman. How is ; this committee to know how to mark this 
bill if we do not pursue this? You rest your case on the fact that you 
will have two technicians. Then when we look at the cost it is $52,000. 

Mr. Gorpon. Sir, we can provide you project detail on that one. 
showing the makeup of the $52,000. 











(The information supplied follows:) 


The estimate of $52,000 is based upon the schedule for rotation of the two 
technicians engaged on this project and their replacements, all in fiscal year 
1961. The composition of the $52,000 includes salaries, allowances, and trans- 
portation for the four technicians listed below and their families. 








Position Grade Salary Trans Allow- Total Number 

portation} ances months 

ee - ——— I- ane 

Teacher training adviser | FSR-3 $12, 632 $3, 953 $2, 760 $19. 34 1 
Teacher training adviser (replacement)__| FSR-4 804 6, 309 | 922 8 125 

Teacher training adviser } FSR-5 3, OSO 3, 697 448 22 2 

Teacher training adviser (replacement | FSR-5- 7, 700 6, 309 3, 566 17, 57 10 

Total. : | 2, 270 | 








Mr. Passman. All right; what is the difference between that and the 
teacher-training contract ¢ 

Mr. Gorpon. The teacher-training contract isa new project. 

Mr. Passman. Who thought that one up? 

Mr. Gorvon. That was requested by the Ethiopian Government and 
recommended by our mission in Addis Ababa. 

Mr. Passman. They got along all right without it for awhile; did 
they not ? 

Mr. Gorpon. They are not getting along too well in teacher train- 
ing. They have made a lot of progress, but there is still a great need. 

Under this new project, Mr. Chairman, we would provide a dean 
of the college of education—— 

Mr. Passman. You would do what? 

Mr. Gorvon. Provide a dean of the college of education. 

Mr. Passman. What is his salary to be / 

Mr. Gorpon. That is not determined yet 

Mr. PassMan. We just give you the money and you determine that 
later. Allright, sir; proceed. 

Mr. Gorpon. And advisers to serve as instructors in the teacher- 
training program. 

Mr. Passman. Who is he going to advise? You have the dean and 
you have an adviser. 

Mr. Gorpon. The advisers actually will be instructors in Ethiopia 
in the teacher-training program. 

Mr. Passman. How many ? 

Mr. Gorpon. I am not sure how many that calls for. I do not have 
that here. 

Mr. Passman. But you are sure you are asking for $300,000 for it. 

Mr. Gorvon. Yes. We have it backed up by a det ailed project plan 
submitted from the mission in Addis Ababa. 

Mr. Passman. To whom did you submit this detailed plan? You 
have not submitted it to the committee, have you? 

Mr. Gorpon. No; we have not on any of the 200-and-some projects 
in Africa. W or. just the summary figures. 

Mr. Passwan. Well, I suppose we shall have to use our imagination. 

Mr. Gorvon. There are several teacher-training institutions which 
this project will attempt to upgrade and help. 

Mr. Passman. Tow did you estimate the cost ? 

Mr. Gorpon. We estimated it on the basis of the number of people 
they felt would be needed and what we felt their salaries should be 
and the cost of ti ‘ansportat ion. 
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DETAIL OF PROGRAM 


Mr. PassmMan. Do you actually believe what you have furnished this 
committee provides enough detail for proper evaluation of this pro- 
gram, this teacher-training contract, and the making of an appropria- 
tion for this item? 

Mr. Gorpon. Sir, the teacher-training problem in Ethiopia is 
tremendous. In negotiating this contract, as on others, we will get 
the best deal for the U.S. Government we can. In order to hire a 
dean, we will pay what we have to pay in the competition for a qualified 
man. 

Mr. Passman. Let the gentleman answer the question. 

Mr. Grant. On the question of adequate detail, I think there is a 
question of balance as to how much can be put in the books readily and 
not have them so voluminous that they no longer are useful reference 
material. 

Mr. Passman. At least on a new project we should have detailed 
information. 


DIFFERENCE BETWEEN TEACHER EDUCATION AND TEACHER TRAINING 


If you will, please, tell us the difference between the teacher educa- 
tion and teacher training. 

Mr. Gorvon. The teacher training contract provides people who will 
be connected with the university, and the new university plan in 
Ethiopia will be responsible for directing teacher training institutions. 
Our teacher education project has provided people to the Ministry of 
Education in connection with its total supervision of the schools of 
Ethopia. One of the jobs they have had, for example, is to run short 
courses for the teachers in the summertime, and extension courses to 
upgrade the existing teachers, particularly elementary school teachers. 
The basic difference is that one project provides for work with the 
Ministry of Education and the other with the university. They will 
both be supervised by our chief of education. 

Mr. Passman. They both will do just about the same type of work. 

Mr. Gorpon. No, sir. 

Mr. Passman. Teacher education and teacher training. I just do 
not believe I shall be able to understand it, so let us move along to 
another item. 

COSTS OF TECHNICAL SUPPORT 


What are the other costs of $200,000 needed for technical support # 2 

Mr. Gorpvon. The other costs in Ethiopia are local costs, sir: pro- 
curement of supplies and equipment needed for the program, includ- 
ing local personnel—rent, gasoline, supplies. In Ethiopia, more so 
than in other countries, because of their budgetary problems, we have 
to pay local costs. 

Mr. Passman. Is this indirect budget support ? 

Mr. Grant. For our technicians, sir. 

Mr. Gorvon. For projects on which we are providing assistance. 


RENT 


Mr. Passman. Are we paying the rent under this item ? 
Mr. Gorvon. I think so, yes. 
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Mr. Passman. To whom do you pay it? 

Mr. Gorvon. To the landlord. 

Mr. Passman. Do you know what buildings? 

Mr. Gorvon. In connection with such a thing as the Mapping and 
Geography Institute and the communications media centers in the 
Ministry of Education, there is no rent involved, but there would be 
some rent in these items where we have rented additional buildings. 

Mr. Passman. We are renting the buildings from the Ethiopian 
Government or the Ethiopian individual. 

Mr. Gorpon. There may be some rent in that item, sir. I know 
wherever the Government has control of the building, they provide 
it to us. Where there is no building, in some cases, we have paid 
rent. 

USE OF LOCAL CURRENCIES IN ETHIOPIA 


Mr. Passman. Why is it not paid out of local currency? Why 
would it require dollars? 

Mr. Gorpon. You mean why doesn’t the Ethiopian Government pay 
it ¢ 

Mr. Passman. Why does not the Ethiopian Government pay it, as 
they are the recipients of any value which the program may have? 
If not, why do you not pay the rent out of E thiopian currency which 
we own, rather than asking for a dollar appropriation ? 

Mr. Grant. Sir, we use our U.S.-owned Ethiopian local currencies. 
This dollar appropiration, as I understand it, would be used to pur- 
chase the local currency from the U.S. Treasury. So this, in a sense, 
becomes an internal transaction. If there has been a Public Law 480 
sale and a certain amount has been obtained for U.S. use, we then—— 

Mr. Passman. Public Law 480 is not the only place from which you 
get local currency. You get it from a lot of other sources. You 
never know, when you are spending local currency, whether it is gen- 
erated from Public Law 480 or Development Loan Fund, or some of 
the others. 

Mr. Gorpon. In Ethopia, sir, we have no local currency except as 
we can buy it with this appropriation. We have no title I. 

Mr. Passman. There has been no Public Law 480? 

Mr. Gorpon. There has been title II, sir, but not sales. I do not 
want to leave the i impression that any substantial part of this $200,000 
is for rent. The bulk of it goes for local personnel and vehicles 
in support of the project. There m: ay be some rent involved. 
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GUANA 


Summary of program by major cost component and field of activity 


[Dollars in thousands] 





Major cost component by fiscal year 


Major cost component and field of activity 
Actual | Estimated Proposed 

fiscal year iscal yea fiscal year 
) 1961 
Project assistance: 

I ne acti séccauucnhbanneiadusadnasabhednaee 

Participants r 

Contractual services 

Supplies and equipment pee 

Contribution to cooperative se rvices - 

Other costs 


Total project assistance 


Number of people: 
Technicians (on duty close of year): 
United States employed 
Contract__. 


Participants (programed during year): 
Noncontract-_-.---- 
Contract 


Total participants 


Field of activity: 
Agriculture, forestry, and fisheries 
Industry and mining 
Transportation 
Labor._.- 
Health and sanitation 
Education 
P ublic adminis tration ; 
Community development, social we Ifare, § 
General and miscellaneous 


Total by field of activity 





Mr. Passman. For Ghana you had $1,100,000 in 1960. You are 
requesting $1,200,000 in 1961, an increase of $100,000. 

Mr. Gorpon. Yes, sir. 

Mr. Passman. Why can we not sometime go the other way, rather 
than up? It is so disheartening to see everything you touch in this 
program going up. Comparing one year to the other, it is rare indeed 
to find where you have gone down. Usually we find you transfer over 
to some other section. You are going up continuously. What is the 
reason for an increase of $100,000 for Ghana for fiscal 1961 ? 

53909—60—pt. 2——_12 
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Mr. Gorpon. The note on page DO of the presentat ion book indicates 
that the large increase there is in the field of industry and mining, 
That is a request in connection with their second development plan. 

Mr. Passman. Would | be correct in stating for the record that in 
fiscal 1959 you had $988,000; in fiscar 1960, $1,100,000; and in fiscal 
1961 you are request ing $1,200,000 ¢ 

Mr. Gorpon. That is correct, sir. 

Mr. Passman. An ever-growing program. 

Mr. Gorvon. We have had requests from the Ghanaian Govern- 
ment considerably beyond that. 

Mr. Passman. | guarantee no more accurate statement has ever been 
made ; and you will have even more requests, in all probability, to give 
our money away. 

When did this sountry become inde pendent / f 

Mr. Gorpon. Ghana got its independence in 1957, sir. 

Mr. Passman. What has been the amount of our total aid to this 
country since it gained its independence / 

Mr. Gorvon. Through fiscal 1959, $1.900,000. 

Mr. PassMANn. Youare speaking strictly of technical aid now. 

Mr. Gorpon. Yes, sir. 

In 1960, an additional $1.1 million. That brings it up to about $3 
million. 

Mr. Passman. Just for technical aid? 

Mr. Gorpon. Yes, sir. 

TOTAL 





AID TO GHANA 


Mr. Passman. Could you give us an idea, Mr. Inspector General, 
what the total aid to Ghanaians has been since that new nation was 
created ¢ 

Mr. Grant. It has been solely 

Mr. Mereny. Only in the field of technical cooperation, Mr. Chair- 
man, and through the end of fiscal year 1960, it would be $3,007,000. 

Mr. Passman. Have you any applications pending at this time in 
the Development Loan Fund? 

Mr. Murruy. That I would have to check. 

Mr. Passman. Please doso. 

(The information requested follows :) 





The DLF has no pending loan applications from Ghana at the present time. 


Mr. Passman. You are proposing the addition of four U.S. tech- 
nicians and the dropping of two contract technicians in 1961? 
Mr. (JORDON. Yes, SIT. 
















COMPARATIVE COST OF U.S. AND CONTRACT TECHNICIANS 








Mr. Passman. Which is actually cheaper in the long run—U.S. 
technicians or contract technicians ? 

Mr. Gorpon. They are very difficult to compare, sir, for several 
reasons. When you contract for technicians, generally you are con- 
tracting for more highly specialized talent, more expensive talent. 
Our direct-hire figures always include some clerical, administrative, 
middle-income technicians lke agricultural extension people. (yen- 
erally when we contract we are after more highly specialized talent, 
often short-term talent, and generally, therefore, it is more expensive. 

Secondly, the contract figures always include certain overhead 























w! 
tre 


which in the case of direct hire is absorbed in our personnel adminis- 
tration, payroll, and that sort of thing. 


(GUINEA 


/ of program by major cost component and filed of activity 


{Dollars in thousands] 


Major cos 


ind field of activity 
Actual 
fiscal year 
1959 


‘Technicians 
Participants 
Contractual ser 

ies and equipn 


tive services 


rticipants (programed during year): 
Noncontract 
mtract_... 


. forestry, and 
nd mining 
Labor 
Health and sa 
Education 
Public administration 
Community development, social welfare, and housing 
General and miscellaneous 

Total, by field of activity. 


Mr. Passman. For Guinea in 1960 you had $350,000. In 1961 you 
are asking for $1 million, which is an increase of $650,000. 

Have you about the same justification for this increase as you have 
had for the others ? 

Mr. Gorpon. Sir, we are just getting started in Guinea, as you 
know. It is newly independent. 

Mr. Narcner. Mr. Chairman, would you yield to me at this point? 

Mr. Passman. Yes. 

SOVIET AID 


Mr. Narcuer. It is not true that Guinea has recently entered into 
an economic pact with the Soviet Union ? 

Mr. Gorpon. Sir, Guinea has received credits from the Soviet Union 
totaling $35 mullion. These I understand, are being utilized for 
various things, including work at the Conakey Airport, extending the 
runway for jets; building a government printing plant, a large sports 
stadium, and various things of that kind. That $35 million is a line 
of credit to pay for bloc technicians, supphes, and equipment for 
projects of that kind. 
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far 
Mr. Narcuer. With the $35 million involved from the Soviet Union, \ 
is it necessary to have in this program a million dollars of U.S. money \ 
for Guinea ? \ 
Mr. Gorvon. This has primarily a political justification, and we are as 
doing this on the strong recommendation of our colleagues in the oth 
Department of State. \ 
Mr. Narcuer. Can you tell me how many other countries which rat 
have entered into economic pacts or pacts of any description with the Ma 
Soviet Union during the past 2 years are receiving funds under the \ 
mutual security program?’ Is there any other country, to your the 
knowledge ? A 
Mr. Gorpon. In Africa, there is the additional case of Ethiopia hoy 
which was offered $100 million in credits from the Soviet Union. So Gu 
far, none of those credits has been used, but the offer stands and it is } 
being negotiated. I think Guinea and Ethiopia are the only countries wh 
in Africa which have received Soviet credit so far. 
TERMS OF SOVIET CREDIT 
Mr. Ruopes. Mr. Chairman. 
Do you know the terms of the line of credit the Soviets have offered? 1 
Mr. Gorpvon. I suspect it is very similar to the terms in Ethiopia. no 
Ts it 12 years at 214 percent ? th: 
Mr. Tennant. I donot know the terms. to 
Mr. Ruopes. Mr. Chairman, I would like that inserted in the record be 
right after the colloquy between the gentleman from Kentucky and Mr. ne 
Gordon. I think it would go well in the record there if we could get th 
the terms of the Soviet line of credit. 
Mr. Passman. Yes. tic 
(The information supplied follows :) 
The U.S.S.R. line of credit for Guinea, announced August 27, 1959, amounts 
to 140 million rubles ($35 million). This loan is repayable in 12 years at 21%4- 
percent interest, and is repayable in commodities exported from Guinea—ba- 
nanas, pineapple, coffee, etc. The announced purposes of the credit are to pro- 
vide assistance in constructing industrial enterprises, developing agriculture, 3 
and building roads. ye 
TAXES ON U.S. INDUSTRY 16 
I have an article dated March 24, 1960, by Robert C. Ruark, from 
which I shall quote one paragraph : in 
Our oil people are going a little nuts, because M. Toure has slapped fresh and ; 
prohibitive taxes on the likes of Texaco, Shell, and Socony. Just as in Somalia, ki 
American industry must now decide whether it’s worth the pain to try to stay, or f¢ 
just pull out and write off the rigs as a tax loss. 
Would you care to comment on that statement ? 0] 
Mr. Gorpon. Which country is this? I 
Mr. Passman. Guinea. It is no different than a lot of other infor- 0: 
mation getting through from a lot of other nations. li 
Mr. Gorpon. The trend in Guinea has been somewhat in this direc- I 
tion, toward more government controls 1 





Mr. Passman. More taxes against American oil industry. 
Mr. Gorpon. It is not directed at Americans, sir. The Government 





has made it somewhat difficult for private industry of alltypes. Thus 
far—— 

Mr. Passman. Regardless of from where it may come? 

Mr. Gorpon. The large American investment so far 

Mr. Passman. Who else is in there besides American indust ry, such 
as the oil industry—Texaco, Shell, Socony? Do you know any 
others ¢ 

Mr. Gorvon. That is just distribution rather than drilling for explo- 
ration. The biggest American investment in Guinea is the Olin 
Mathieson investment in aluminum. 

Mr. Passman. They have a large plant down in my hometown. Is 
the trend toward increasing the taxes eliminating them, too? 

Mr. Gorpon. So far they have been getting along quite well, and we 
hope they will continue to because it means a lot economically to the 
Guinean Government? But they are worried. 

Mr. Passman. They are just about as worried as these oil companies 
whether to write it off and come out, or stay in ? 

Mr. Gorvon. Probably just as worried, sir. 


JUSTIFICATION OF PROGRAM 


Mr. Passman. We are still talking about Guinea. We had no pro- 
gram in 1959, and we have established the reason. The committee 
notes that this country achieved independence on October 2, 1958, and 
that France withdrew all aid. However, the United States managed 
to get a program underway in fiscal year 1960, and the program is to 
be increased by almost. 300 percent in fiscal year 1961. What is the 
necessity for such an increase in fiscal year 1961 over 1960, with all 
the ae ivorable factors which we discussed a moment ago? 

Mr. Gorpon. Sir, this program has essentially a political justifica- 
tion. We are going into it on the strong recommendation—— 

Mr. Passman. You answered the question. Political justification. 


BASIS FOR OBLIGATIONS PRIOR TO SIGNING AGREEMENT 


Page 55 indicates that the bilateral agreement has not been signed 
vet, and page 57 indicates that all of the projects listed are new proj- 
ects. In view of that, for what did you spend $350,000 in fiscal year 
1960 ? 

Mr. Gorpon. Sir, we have not spent the $350,000 vet. We are now 
involved in negotiations with two organizations— 

Mr. Passman. How can you obligate money without having some 
kind of agreement with the country? Some of these things are so 
farfete ti they are literally shoe king. 

Mr. Grant. Sir, we have not come to the end of the fiscal year yet 
on Guinea. We have had certain problems working in this country. 
It is a country where I think the free world faces a major possibility 
of the first African country going behind the Iron Curtain. The po- 
litical situation there has been extremely serious. The Russians have 
recognized this as a major opportunity to get a significant foothold 


in t ropical A frica. 
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Mr. PassmMan. Where is your proof on that? Secretary Dillon and 
Secretary Herter did not have it. 

Mr. Grant. Sir, we know that there are now large numbers of bloc 
technicians in this country. We know they are building a wide 
variety of ostentatious projects which will leave their impact on the 
public. The bloc tec _ ‘ans largely po the radio in this country 
at the present time, as I understand i I will defer to Mr. Gordon 
for further examples of how they are , involved in the airport, and 
press, and the like. 

Mr. Passman. But you still do not have an agreement with Guinea. 

Mr. Gorvon. No. The negotiations were to resume after their eco- 
nomic conference, which is just finis shed. They will continue. 

Mr. Passman. You continue the negotiations, but my question is, 
do you now have an agreement ? 

Mr. Gorpon. No, sir. 

Mr. Passman. But you are obligating funds? 

Mr. Gorvon. We have not as yet. 

Mr. Passman. You are carrying them as obligated: are you not? 

Mr. Gorpon. We expect to have them obligated by June 30, sir. 

Mr. Passman. If you do not have an agreement by June 30, are you 

going to carry these funds as obligated ? 

Mr. Gorvon. The technical cooperation obligations ? 
Mr. Passman. Yes, the $350,000. 


























SCHOLARSHIP PROGRAM 





Mr. Gornon. We can spend funds for scholarships, which is a 
large part of this. 

Mr. Passman. You will find some way to spend it, whether you 
have an agreement or not. 
Mr. Gorpox. When President renee visited the United States, sir, 









he was offered 150 si holarships by t he Secretary of State, A. good 
bit of this is bor that purpose. That ean be dor e will hout an ivree 
ment. The agreement is mainly in connection with technicians present 
in the country. <A large part of this would be for the scholarships. 


Mr. PASSMAN. Are you havi Ing al y trol uble eettinge ( ru ea TO iecept 
U.S. aid? 

Mr. Gorvon. The only two things we have offered them are things 
which they have requested, sir. It has not been a question of getting 












i 


~— toaccept. They have requested help in scholarships and English 


te: hing. They are a French-speaking people and they want to learn 
E1 cakich, Those are the two offers we have made, provided we can 





vet the right basis for operation. 











ULTIMATE 


Mr. Passman. What is the estimated cost to complete all of the 
projects for Guinea which are now proposed ? 

Mr. Gorpon. The program is really too new, sir, for me to give you 
that kind of projection. Obviously, we will commit only the funds we 
have in hand. So there is no obligation on the United States as far as 
beyond the money which is appropriated. 


COST 





OF PROJECTS PROPOSED 
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Mr. Passman. That is not what some of the other witnesses say. 
There is no legal obligation, but we have to listen to all this ballyhoo. 
You know very well if you get these projects started, you are going to 
do just as you did in Egypt and some of the other countries. You will 
just put them on ice. hoping some day they will again be nice to us and, 
if they are, you will take the money you have obligated and resume 
your programs. That is what is happening in every instance that this 
committee knows anything about. Gentlemen, if you are starting a 
program which the overburdened American taxpayer has to finance, 
and we have to borrow the money to finance it, we should be able to 
tell our taxpayers the estimate of the projected cost. We do not get a 
program started in our own country without somebody coming up with 
the total estimated cost, even if they make a mistake and have to get 
a supplemental authorization. You could not get 15 cents for any 
program in America until you were able to establish what the total 
cost of that project was to be. 

Mr. Gorpon. Sir, we commit the United States only for the amount 

of money you make available here. 

Mr. Passman. But you are starting certain programs. 

Mr. Gorvon. But beginning something like agricultural extension 
is attacking a long-range problem, and you can cut it off at any point 
you are out of money. 

Mr. Passman. Yes, you could take the mighty Mississippi River, in 

all probability, and you have, say, 30 miles of revetment, and build 
29 and cut off the last mile; and you have wasted your money on the 
first 29 miles. It looks as if vou would have some w: iy of telling the 
committee what these projected costs will be, because we are obligating 
our country into the future. I believe our distinguished Under Secre 
tary said at one time for as long as 50 years. In another instance, in a 
— he said from 20 to 50 years. 

Mr. Gornon. IT have been giving vou that, sir, in response to your 
previous questions in older programs. This one is new. These things 
have not started. That is why 

Mr. Passman. Would you start 
estimated total completed cost / 

Mr. Gorpox. Where we have a request for help in agricultural ex- 
tension, we get the money and we provide a technician to help them 
begin building an extension program. It can run for 1 year, if that 
is all the money we have, but it could be 5 years 

Mr. Passman. Ordinarily we do not cut programs off if you get 
into a country and get started and become very heavily obligated. 

Mr. Gorpon. When we get this money, we would negotiate project 
agreements. In those agreements we would spe I] out our plan of work 
and the estimated duration, how many people we expect to train, and 
vhen wee xpect to phase out. 

Mr. Passman. You do not know anything about what the project 


for Guinea will cost to bring it to completion, under technical aid ? 
Mr. Gorpon. No, sir. 


a program without. knowing the 
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LIBERIA 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 
Actual Fstimated Proposed 
fiscal year fiscal year fiscal year 
1959 1960 1961 


Project assistance: 
Technicians___- 
Participants 5 
Contractual services 
Supplies and equipment = 
Contributions to cooperative se rvices 
Other costs 


Total project assistance 


Number of people: 
Technician (on duty close of year): 
U.S. employed 
Contract... -- 


Participants (programed during year): 
Noncontract 
Contract 


Total participants 


Field of activity: 
Agriculture, forestry, and fisheries 
Industry and mining 
Transportation 
Labor ick 
Health and sanitation_______- 
Education 
Public administration 
Community development, social welfare, and housing 
General and miscellaneous___- 


Total by field of activity 23 2, 600 





Mr. Passman. We shall move along to Liberia. In 1959 you had 
$2,308,000. In 1960 you had $2,600,000. You are requesting $2,600,000 
for fiscal year 1961. 


REDUCTION IN CONTRACT SERVICES AND INCREASE IN U.S. TECHNICIANS 


Mr. Passman. The schedule on page 62 indicates that you are re- 
ducing contractual services and increasing the number of U.S. tech- 
nicians. Why? 

Mr. Gorpon. That is primarily because we are phasing out a con- 
tract we have had with Prairie View College, Texas, for developing 
the Booker T. Washington Institute. 

Mr. Passman. Why did you not come in and ask for less money for 
it¢ You are phasing out a contract, but you are asking for the same 
amount of money. 

Mr. Gorpvon. Because, sir, in President Tubman’s new program 
he has asked for additional help, particularly for upcountry work 1 
education, and we are getting into more expenditure in teacher educa- 
tion for activities in the interior of Liberia. 
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Mr. Passman. Do you ever tell these people that we have to borrow 
this money to give to them? Is there any tendency to reject some of 
these requests ¢ 

Mr. Gorvon. Sir, I have been a director in Africa for 7 years of our 
aid program, and I have said “No” at least 9 times for every time L 
have said “Yes,” I assure you. 

Mr. Passman. Could it be that you are closing out this contract 
and some more of these separ ated government employees of some 
institute which has been training technicians need jobs? You are 

taking the same money to employ U.S. technicians, are you not, after 
you have concluded this contract with the university to which you 
just referred ¢ 

Mr. Gornon. No. It is different work, a different project. 

Mr. Passman. Nevertheless, after you have completed the contract, 
then you are requesting the same amount of money you did when the 
contract was in effect, and you are going to use that to employ U.S. 
technicians. 

Mr. Gorpvon. Yes. 


COST OF PRAIRIE VIEW CONTRACT 


Mr. Passman. What is the amount of the contract? 

Mr. Gorvon. The Prairie View contract. I shall have to supply 
the cost of the Prairie View contract for the record. 

Mr. Passman. Have any of the people here any idea? 

Mr. Grant. No additional funds are requested for 1961. 


Mr. Passman. I am not talking about additional funds. I am talk- 
ing about the amount of the contract to which the gentleman just 
referred. 

Mr. Gorpvon. I have it here, sir. Obligations through 

Mr. Passman. What is the estimated total cost of that project? 

Mr. Gorpon. The estimated total at the end of fiscal year 1960 is 
$2.465,000. 

Mr. Passman. Over how long a period ? 

Mr. Gorpon. 1954 through 1961, a total of 8 years. 

Mr. Passman. What do you now have on hand unliquidated, of the 
total contract ? 

Mr. Gorvon. That I would have to get, sir. 

Mr. Passman. Does the Inspector General have that information? 

Mr. Mureny. I believe the estimated unliquidated obligations at 
the end of this year were $598,000. 

(Off the record.) 


ULTIMATE COST TO COMPLETE NEW PROJECTS 


Mr. Passman. On page 63, again you indicated the initiation of 
five new projects. What is the estimated cost. to complete each of 
these five new projects ¢ 

Mr. Gorvon. For Liberia, sir? 

Mr. Passman. Yes, sir. 
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Mr. Gorvon. For the first project, geological assistance, we estimate 
$250,000. The estimate for “improvement of rural clinics,” is 











$107,000. 
Mr. Passman. What is geological assistance, and what is the cost 
of it 


Mr. Gorpon. $250,000. 

Mr. Passman. $250,000 How many technicians ? 

Mr. Gorpon. The technicians will be provided through a contract 
involving eight geologists. 

Mr. Passman. Let us not get over that so quickly. You have 
eight—— 

Mr. Gorpvon. I am sorry. It is for participants for training Li- 
berians. They are not technicians. It is eight participants. $8,000 
for participants. There is something wrong with this. 

Mr. Passman. That leaves $242,000 for geological assistance. What 
is that / 





























LENGTH OF CONTRACT 





AND PROGRAM 


Mr. Gorpon. This is what we intend to put in it if we follow 
through—— 

Mr. Passman. You said it was a 1-year contract. Now you say if 
you follow through. Let us find out for what purpose this $250,000 
will be spent. This is a 1-year contract. You have explained $8,000, 

Mr. Gorpvon. For the participants. 

Mr. Passman. All right. 

Mr. Gorpon. If we go forward, subject to available funds—— 

Mr. Passman. What do you mean go forward/ You said it was 
a l-year contract. 

Mr. Gorpon. The participants is a 1-year project for $8,000. 

Mr. Passman. It is a 1-year contract. It is a new program for 1 
year. You are asking for $250,000. The only way we can tell is that 
you state here that the noncontract participants is $8,000. For what 
pur = s will the other money be spent ? 

Mr. Gorvon. If I may correct myself, sir, the 1-year project is for 
participants. It is not a contract. It is $8,000 for participants. 

You asked me what we would spend altogether on such a project. 
We do have a request for a geological survey. If we should follow 
through, after training these participants, and do the survey, then we 
would come back and ask for the money for that. That may run as 
much as $250,000 by the time we complete it. 

This survey was recommended to us. 

Mr. Passman. Then that would throw it into the category of a 
continuing project ? 

Mr. Gorpon. Yes. 

Mr. Passman. The camel, then, is getting its nose under the tent. 
That is why this program has gone so wild. 

As far as [am personally concerned, I do not like it one bit. You tell 
us it is a 1-year contract, you explain where you will spend $8,000 
from $250,000, and then you say it will be a continuing project after 
this year. 
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NIGERIA 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


M 4jor cost component by fiseal year 


Major cost component and field of activity 
Actual Estimated Proposed 
fiscal year fiscal year fiseal year 
1959 1960 1961 
Project assistance: 
Pechnicians 
Participants ‘ 
Contractual services 
Supplies and equipment 
Contributions to cooperative services... - 
Other costs_- a. 


Total, project assistance _- 


‘umber of people 
Technicians (on duty close of year 
U.S. employed 
Contract 


Total, technicians 


Participants (programed during year 
Nonecontract 
Contract 


Total participants 


ld of activity 

Agriculture, forestry, and fisheries 
Industry and mining 
Transportation 


ho 


La 
Health and sanitation_ 
Edueation 
Public administration 
Community development, social welfare, and housing 
General and miscellaneous 
Total by field of activity 


Mr. Passman. Let us go to Nigeria. In 1960 you had $1,300,000. 
In 1961 you ask for $2,100,000, an increase of $800,000. 


PROGRAMS FOR AREAS PRIOR TO INDEPENDENCE 


Mr. Passman. This country is scheduled to become independ- 
ent on October 1, 1960, but I see that we have been providing aid 
since 1955 on a contract basis through the United Kingdom, and by 
a direct appropriation since 1959. Did we not have testimony previ- 
ously that we did not get into these countries prior to their inde- 
pendence / 

Mr. Gorpvon. I hope you have not, sir. 

Mr. Passman. We certainly did, and it came from the top echelon. 

Please look it up and insert it in the record at this point, so you 
will know who made that statement to the committee. 

Mr. Grant. In some countries we have not gotten into them prior 
to independence but in the whole series of countries around the world, 
as you will remember from prior year testimony, we have had _ pro- 
grams prior to independence. 
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Mr. Passman. We shall insert in the record at this point the testi- 
mony which is contrary to what you say. 

(The prior testimony referred to, found on pp. 126 and 127 of pt. 
1, follows:) 


U.S. ArrirupeE Towarp NEWLY INDEPENDENT NATIONS 


I have had a feeling that before an undeveloped country can really have a 
democracy and freedom the people must have an educational background suffi- 
cient to determine issues for themselves. It seems, as you pointed out today, 
that practically every little country has a burning desire to be free, which is 
only natural, and our policies have been encouraging that. 

Would you care to comment? We are not helping ourselves too much in 
encouraging a country to become free when it is not ready and can’t at least 
with small help, stand on its own feet. 

What is your feeling in regard to that particular aspect? 

Secretary Herter. My feeling is very much as you have indicated. As far 
as I know, we have not encouraged any nation to seek its freedom when we 
are convinced it just didn’t have the manpower to operate it and didn’t have 
the skilled personnel to handle its problems when it became free. 

It is a very touchy subject, because after all, this wanting to be independent 
is something we have had the greatest sympathy for, naturally. But we have 
never in any way offered aid as an inducement to any country to become 
independent. 

If we were asked whether we subscribed to their aspirations to freedom, we 
of course said yes. But that is one reason why I think in connection with this 
whole African scene the most important single factor is getting manpower edu- 
cated that can handle things in the country so that they have got a possibility 
of surviving and not getting a type of dictator, particularly if they are choosing 
the democratic method of operating. 

Mr. ALEXANDER. I certainly agree with you that we of all people will not be 
the ones to discourage a country from seeking freedom. 3ut I wonder if the 
very fact that we in our assistance program with some 76 nations of the world 
wouldn’t be indirectly holding out if they needed assistance we would stand by 
willing and ready, to help them. 

Secretary Herter. I don’t think so, sir. We have been in this position where 
most of the nations we are talking about were either a part of the British or 
the French colonial empire. We have never moved in with any assistance to 
the colonies in any of those areas, except through the metropoles. 

U.S. foundations have given educational help for universities and so on in 
some cases in the colonies. But the U.S. Government itself has never stepped 
in with a program in a colonial area except through the metropoles. 

We would be stepping right on the toes of the governing bodies. Even when 
a country has declared its independence, we moved very slowly in that field 
because the principal responsibility still lies with the mother country if she 
can afford to do it. 


Mr. Grant. If it was said by a previous official it was in error or 
misunderstood. 

Mr. Passman. Would you prefer to wait and see who made the 
statement? You may be contradicting somebody way up the ladder. 

(Discussion held off the record.) 

Mr. Passman. How about 1959? You have been in in 1959 and 
1960. 

Mr. Gorpon. Through the metropole, sir. 

Mr. Passman. Direct. aid. 

Mr. Gorpon. All of this has gone through London and approved by 
the British Government. 

Mr. Passman. It wasa direct appropriation since 1959 

Mr. Gorpon. Approved by the Government of the United Kingdom 
Colonial Office. 

Mr. Passman. You have to get their approval before you go into 
these countries ? 
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Mr. Gorpvon. Before independence, yes, sir. The request comes 
through the metropoles and the aid is approved by the metropole. 

Mr. Passman. That is really stepping it up; is it not? You are so 
anxious to get in you have to go through the mother country to get 
permission to give them aid. You cannot wait until they get their 
independence. 

Nevertheless, we shall insert the statement in the record made by 
our distinguished Secretary of State. 


INCREASE IN TECHNICIANS 


The schedule on page 68 indicates an increase of almost 100 percent 
in the number of technicians from 42 to 82, and there is almost a 300- 
percent increase in the number of participants. Why is such an 
expansion necessary at this time, when we have to. borrow money to 
pay for the program ? 

Mr. Gorvon. Mr. Chairman, Nigeria, as you noted, is receiving its 
independence on October 1 of this year. It is the largest country in 
Africa in population, with about 35 million people. It has great 
needs and has asked us for assistance in many fields. 

We think Nigeria will be extremely important in Africa and to our 
relations with Africa. We feel this expansion is highly desirable in 
order to respond to the number of requests received. 

( Discussion held off the record. ) 


UNIVERSITY OF NIGERIA PROJECT 


Mr. Passman. Continuing with Nigeria, is this $210,000 for the 
University of Nigeria a new or old project ? 

Mr. Gorvon. The planning in connection with the university has 
been underway for sometime. It is a continuing project. 

Mr. Passman. Why did you not indicate that fact in the 
justifications 4 

Mr. Gorvon. That was an error. I have had my book corrected. 
It should have been shown as a continuing project in 1961. 

Mr. Passman. Very well. We shall correct it in our books. 

What is the total estimated cost to the U.S. taxpayer to carry this 
through to its conclusion ¢ 

Mr. Gorpon. At the University of Nigeria? 

Mr. Passman. Yes. 

Mr. Gorpon. The Government of Nigeria itself thus far has raised 
about $6 million for the university. 

Mr. Passman. Let us limit it to what we are putting in. 

Mr. Gorpon. Subject to availability of funds we expect between 
now and through 1965 we may contribute as much as $1 million. 


SURVEY BY MICHIGAN STATE UNIVERSITY 


Mr. Passman. Let us refer to page 40. Is that not a new project? 

Mr. Gorpon. It will enter a new phase but we have had Michigan 
State University doing the preliminary survey and planning. 

Mr. Passman. You have not indicated that on the book, have you? 

Mr. Gorvon. “Beginning in May of 1958, President Hannah and 
Dean Taggart of Michigan State undertook the initial surveys and 
planning.” 
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Mr. Passman. Thetwo of them went out there / 

Mr. Gorpon. Yes, sir. 

Mr. Passman. What did it cost us? 

Mr. Gorpon. For their trip ¢ 

Mr. Passman. What did it cost us to send them there? What was 
the total cost that vear / 

Mr. Gorpon. In fiscal year 1959 ¢ 

Mr. Passmax. Yousaid in 1958, I believe. 

Mr. Gorpon. That was in May of 1958. We do not have that at 
the moment. 

Mr. Passmanx. How about 1959 7 

Mr. Gorvon. I have just 1960 and 1961 

Mr. Passman. From which account did you pay it / 

Mr. Gorpox. The initial TC contract for the survey ? 

Mr. Passman. Yes. 

Mr. Gorpox. We would have to provide that information for the 
record. 

(The following was supplied later :) 

President John Hannah and Dean Glen Taggert, of Michigan State University, 
undertook the initial survey of the proposed University of Nigeria under a 
technical cooperation funded activity. The total cost of this survey was approx- 
imately $6,350. This included $38,000 for travel to and from Nigeria, $2,700 com- 
pensation for the 54-day employment period, and $650 in per diem allowances. 
No funds were authorized or charged for representation. 

Mr. Passmanx. While we are discussing this item, you do not know 
how lone they staved and what you pi uid them ? 

Mr. Gorpon. No, sir. 

Mr. Passman. Mr. Inspec tor General, could vou he Ip us on that? 

Mr. Mcrreny. No, sir: lam not familiar with this ayia t. 

Mr. Passman. But you do show here that it started in 1960, and the 
obligations are $172,000 already. 

Mr. Gorpon,. ‘That is right, sir. 

Mr. Passman. For what purpose did you obligate that money ? 

Mr. Gorpon. That isestimated through 1960. 

Mr. PassmaAn. You are proposing $210,000 for fiscal 1961 ? 

Mr. Gorpon. That is right. 

Mr. Passman. That isa total of $382,000, 

Mr. Gorpon. That is mght. 

Mr. Passman. What do you estimate this project. will cost by the 
time it is completed ¢ 

Mr. Gorpon. Possibly as much as $1 million through 1965. 

Mr. Passman. Are vou scheduling a cutoff in 1965? 

Mr. Gorpon. That is our present estimate. 

Mr. Passman. You were so very nice to give us that. Why could 
you not give it to us on all these other projects we have been discussing 
for the last 214 hours? 

Mr. Gorpon. I have given it to you on several, sir. I didn’t know it 
for the projects in Guinea 

Mr. Passman. You did not give it to us on many. I know you are 
trying to be helpful. If you have one or two projects out of many 
projects, and you know the estimated cost, we wonder why we could 
not get it on all. 

Mr. Gorpon. 


I 


think I have had it on all but Guinea, sir. 
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Mr. Passman. But you have so many different projects in Guinea. 
You go down to the detailed page. It is not just one project. You 
have many projects in practically all of these nations. 


BASIS FOR U.S. AID TO NIGERIA 


Since the United Kingdom will continue to assist Nigeria in its 
economic development, why are we getting into this country? Great 
Britain is our ally. They are coming up very fast. 

Mr. Gorpon. Sir, the requests we have received for assistance have 
come from both the Nigerian officials and the British officials. The 
British aid will continue. We are working in cooperation with them. 

The Nigerians themselves are very anxious to broaden their eco- 
nomic relations and not be associated solely with the former colonial 
power. 

The U.S. Government, both because of the needs in Nigeria and 
hecause of its political importance to us, has felt it desirable to the 
United States to associate itself with Nigeria as with other under- 
developed countries in other parts of the world. 

Mr. Passman. You think we should not have let the people who 
were helping them set up their own program? You think that would 
have greatly affected the security of the United States? 

Mr. Gornon. Yes, sir, I suspect that would be true. 


TreND OF Wortp Market Prices 


Mr. Passman. What do you think the answer would be if we finally 
price ourselves out of the world market, and Europe becomes a 
wealthier part of the world, and Uncle Sam is struggling with this 
$750 billion of direct and indirect domestic obligations of ours? 
Would they still be friendly ? 

Mr. (GRANT. We have not to our knowledge priced ourselves out of 

the market. 
Mr. Passman. The gentleman is entitled to his opinion, and I am 
itled to mine. I think I could do a reasonably good job debating 
iat in many fiel« Is we his ive p rics “| ourselves out of the wor ld maa ket. 
You can buy steel. and that is one of our major commodities, de 
livered from Europe to doe kside in Ne W Orleans at a price several 
dollars below that in the United States. 

You do not think that is pricing ourselves out of the world market 
in that field ? 

Mr. Grant. Sir, I do know that in the first quarter of this fiseal 
year our exports as compared with the first quarter of last year were 
up by some S800 million, and that the net improvement in our balance 
of trade over last year for the first three quarters is just under S600 
million, 

Mr. Passman. We are selling cotton, and having to subsidize it. by 
§ cents a pound to meet the world price. 

Mr. Gran. There are constant fluctuations. I think at any one 
time vou need to take the sum total. 

The figures for the first quarter of calendar 1960 have been con 
strued by the executive branch to be extremely encouraging in view 
of the fact that our exports are up— 





1490 


Mr. Passman. If we have reached the point to where you can im- 
port steel from Europe at a cost that is less than the price at which 
we can buy it in the United States, would that mean that we are to 
a large extent pricing ourselves out of the world market on steel, 
or even pricing ourselves out of the domestic market ? 

Mr. Grant. I do not know the particular statistics which you have 
given on the price of steel in New Orleans, sir. We do know that in 
some areas the foreign countries have been able to increase their ex- 
ports to the United States. We also know that in other areas we 
have been able to very substantially increase their exports. In the 
first quarter, for example, at a time when our exports went up some 
$770 million, our imports went up some $180 million, but the net gain 
was distinctly to the advantage of the United States. 

Mr. Passman. It could have been that we furnished them the 
money with which to buy these products. 

I say that in many fields we are pricing ourselves out of the world 
market, and that is apparent even in wearing apparel. 


COMPOSITION OF EXPORTS 


Mr. Ruopes. Would you refine the figure to show agriculture and 
nonagricultural products in the figures you will give? 

Mr. Grant. Yes, sir. 

A substantial part of the increase is in agriculture. Cotton is one 
of the major export increases. 

Mr. PassmMan. Would it not have been a deficit without agriculture! 

Mr. Grant. I would certainly expect so, sir, because we have been 
a major exporter of agricultural products. 

Mr. Passman. We are taking credit for Public Law 480 sales to 
bring this favorable balance up; are we not ? 

Mr. Grant. This would include all commodities exported from the 
United States, as I understand it, excluding military. 

Mr. Passman. But it would include Public Law 480, surplus agri- 
cultural commodities ? 

Mr. Grant. Yes, sir. 


Num 
I 
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SoMALIA 


Summary of program by major cost component and field of activity 
(Dollars in thousands] 


| 


| 
Actual Estimated Proposed 
fiscal year fiscal year | fiscal year 
1959 1960 | 1961 


Major cost component by fiscal year 


P iisionnin . 7 

Contractual services- - 

Supplies and equipment _--_ ery 
Contribution to cooperative services. - 
Other costs----- ; fee Sa 


Total project assistance. 


Number of people: 
Technicians (on duty close of year): 
U.S. employed_--. ‘xa 
Contract... 





Total technicians. -- 


Participants (programed during year): 
Noncontract ; 
Contract__-- 


Total participants 


Field of activity: 
Agriculture, forestry, and fisheries 
Industry and mining - -_- 
Transportation - - - 
Labor . 
Health and sanitation 
Education -- 
Public administration 
Community development, social welfare, and housing - 
General and miscellaneous 


Total by field of activity.._- 





Mr. Passman. In 1960 you had $1 million for Somalia. In 1961 
you request $1,300,000, again an increase. 

Mr. Gorpon. Yes, sir. 

Mr. Passaan. What amount did you have in 1959 # 

Mr. Gorpon. $400,000. 

Mr. Passman. You give one figure, and the book shows another. 
The book shows $447,000. 

Mr. Gorpon. These are rounded off; $447,000 is correct. 

Mr. PassMan. My constituents would not understand my knocking 
off $47,000 from $400,000. Let us use the dollars, because the differ- 
ence between what the book shows and what you gave is more money 
than most of us will have when we die. 
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Mr. Granr. If you look under the chart the full figure of $447,000 
is given. 
Mr. Passman. I am not arguing. This program has just about 
tripled in 3 years. 
FUTURE ASSISTANCE 


Page 71 states that there is little prospect that Somalia will achieve 
sti ability in the near future. In view of that statement, what is your 
best conservative estimate as to the amount of financial assistance that 
the United States will have given to this country before it achieves 
stability ¢ 

Mr. Gorpor. That is difficult to do, sir. We have estimated that 
Somalia would probably need combined assistance from Italy and the 
United States in the magnitude of as much as $10 million per year for 
perhaps the period of 5 years, until Somalia could reach a status 
where it could go on by itself. 

Mr. Passman. This is a continuing program and again we shall 
have to project the cost out into the distant future. 

Mr. Gorpon. Somalia is perhaps the poorest country in Africa. As 
long as we have an interest 

Mr. Passman. You would have to project this out into the future! 

Mr. Gorpon. Yes, sir. 

Mr. Passman. It is impossible to determine the ultimate cost at 
this time? 

Mr. Gorpon. Yes, sir. 

Mr. Grant. Sir, the 503-—C report submitted to the Congress, which 
calls for the plans for the progressive reduction and eventual termi- 


nation, include a separate chapter on Somalia. This deal primarily 
with special assistance as distinguished from technical cooperation. 

Mr. Passman. When you drop one program you start three. Just 
try to find about how far our own country has been obligated. It will 
run into the tens of billions of dollars. 


WATER RESOURCES AND AGRICULTURAL PROJECTS 


How much have we obligated to date on the water resources and 
agricultural projects in Somalia ? 

Mr. Gorpon. $761,000, sir, through fiscal 1959; estimated additional 
$69,000, making a total of $830,000. 

Mr. Passman. What amount do you propose for fiscal 1961 7 

Mr. Gorpon. $125,000 in 1961 of technical cooperation funds, 

Mr. Passman. How about special assistance ? 

Mr. Gorpon. The request is for $600,000. 

Mr. Passman. That is $725,000 for the water resources develop- 
ment ? 
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Mr. Gorpon. That is correct. 

Mr, Passman. Is there any local currency plowed back into that 

Mr. Gorpvon. No, sir. We have no local currency in Somalia. 

Mr. PassM AN. If we deal strictly with cash, the total project would 
be around $2 million, to date or including fiseal 1961? 

Mr. Gorpon. A little over $2 million, sir. 

Mr. Passman. We started the project in 1954. When do you an- 
ticipate it will be completed ¢ 

Mr. Gorpvon. That has no definite completion date, sir. It can be 
terminated at any moment. 

Mr. Passman. We could kill the entire aid program in 2 hours if 
we should get action that fast. Let us deal with realities. Is it not 
true that you do not see when it may be concluded, but your justifica- 
tions indicate you will ask for a half million dollars a year? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. You would like to spend $1 million a year, but budg- 
etary consideration may limit it to $500,000 to its conclusion / 

Mr. Gorvon. That is right. 

Mr. Passman. If we got real liberal and you spent $1 million a year, 
and you do not know when you will complete it, this could be an 
expe sive projec t. 

Mr. Gorpon. It could, sir. Water is the greatest need of Somalia. 

Mr. Passman. We need to raise the water table in some of our own 
States, but we are not making too much progress because that is here 

) America. 

Mr. Grant. Iam very proud of the progress we have been making 

1 America, sir. 

Mr. Passman. You are bound to be proud, but if you knew anything 
about the water tables in America you wouldn’t be too proud of that 
condition. Come to Louisiana and you can drink salt water 200 miles 
off the coast. 

The gentleman from Kentucky understands that. 

Mr. Narcuer. I agree with you thoroughly, Mr. Chairman. 

Mr. Passman. Little progress is being made on that problem here 
in America, and it is worrying our President, the Congress, and our 
citizens, because we are consuming so much more water than we did 
at one time, and we are in serious trouble in many States. 
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SUDAN 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 
Actual Estimated Proposed 
fiscal year fiscal year | fiscal year 
1959 | 1960 1961 


Project assistance 
Technicians 
Participants... ‘i 
Contractual services aie 
Supplies and equipment _. fata Vid aces Pe osasoasas cate 
Contributions to cooperative se rvices. 
Other costs ; alae techie 


Total project assistance 


Number of people 
Technicians (on duty close of year): 
U.S. employed 
Contract 


Total technicians 


Participants (programed during year): 
Noncontract_ - 
Contract 
Total participants 
Field of activity: 
Agriculture, forestry, and fisheries 
Industry and mining ; 
Transportation 
Labor____- 
Health and sanitation 
Education 
Public administration 


Community development, social welfare, and housing 
General and miscellaneous- 


Total by field of activity 


Mr. Passman. In 1960 you had $3,300,000 for Sudan. You are re- 
questing $3,300,000 for 1961. 

While there is no increase proposed for fiscal year 1961, the estimate 
is $1,950,000 above the program for fisca] 1959. 

Mr. Gorvon. That is correct. 


COST OF PARTICIPANT PROGRAM 


Mr. PassMan. On page 79, it is indicated that you expect to provide 
an expanded participant program. The sc ‘hedule on page 80 shows 
a decrease in 1961 of 61 participants. Would you comment on that 
discrepancy / 

Mr. Gorvon. The difference there, sir, is due to the fact that in 
1961 we expect all the participants to come to the United States, 
or practically all of them. There has been third country training 
involved in connection with the Sudanese in the past. 

Mr. Passman. I do not understand what you mean. 

Mr. Gorpvon. That is why the cost goes up in spite of the fact that 
the participant numbers go down. 

Mr. Passman. Let us goto page 79. Enlarge the corps of Sudanese 
technicians, expanded participant program, and then we go over to 


with 

M 
inere 
no n 
and 
have 
dow) 
more 


of ps 


M 
the | 
Fro 

M 
sour 
forn 

M 


ment 
bank 
bank 
ment, 
lent i 

Th 


gram 





1495 


page 80, and it shows 207 for 1960 and 146 for 1961 as the number 
of participants. 

You have an increase in technicians and a substantial decrease in 
the participants ? 

Mr. Gorpon. Yes. There isa decrease from 207 to 146. 

Mr. Passman. Why would you need an increase in technicians, 
with the participants decreasing ? 

Mr. Gorvon. We have been asked by the Sudanese to help with an 
increasing number of projects which require technicians. There is 
no necessarily direct connection between the number of participants 
and the number of technicians. In the Sudan in the past 2 years, we 
have had a substantial program of special assistance which is phasing 
down sharply. The increasing request for technical cooperation and 
more technicians is not necessarily directly linked with the number 
of participants. 

SUDANESE BANKS 


Mr. Passman.. I believe you plan to establish two banks in Sudan, 
the Industrial Development Bank and the Agricultural Credit Bank. 
From where will they get the capital to fund these two banks? 

Mr. Gorpon. I think ‘they are getting the capital from their own re- 
sources, sir. They are getting it in part from counterpart from our 
former assistance program. 

Mr. Passman. Would you state the amount for each bank ? 

Mr. Gorvon. I will have tosupply that for the record. 

Mr. Passman. Those are U.S. counterpart funds ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. Whatever the capital is, it represents original U.S. 
dollars, regardless of the source from which it came. 

Mr. Gorpon. In part, sir. That came from the nonproject special 
issistance of prior years in part. 

Mr. Passman. But it was generated from original investment of 
U.S. dollars, agricultural funds, and you generated the funds 

Mr. Gorpon. Yes, sir. 

Mr. Passman. Would you indicate the date of establishment of the 
banks ? 

Mr. Gorvon. We will furnish that, sir. 

(The information supplied follows :) 

The Agricultural Credit Bank was authorized July 25, 1957, under the Govern- 
ment of the Sudan Act, 1957. It began to organize in September 1958, when a 
bank manager was appointed and started loan operations in April 1959. The 
bank has capital assets of the equivalent of $3,500,000 from the Sudan Govern- 
ment, to which ICA proposes to contribute in fiscal year 1960 $3 million equiva- 
lent in counterpart and $30,000 equivalent in fiscal year 1961. 

The Industrial Development Bank is to be established in 1961. ICA has pro- 
gramed $4,000,000 equivalent in counterpart for the project in fiscal year 1960 
and proposes an additional $60,000 equivalent in fiscal year 1961. 


COMPETITION WITH DLF BANKS 


Mr. Passman. Do they appear to be in competition with the De- 
velopment Loan Fund, inasmuch as they deal primarily in local cur- 
rency ¢ 
Mr. Grant. The Development. Loan Fund does not primarily make 


loans in local currency. 
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Mr. Passman. It makes no difference. It is repaid in local cur- 
rency, and you plow local currency back into the program. That is 
my understanding. Is that correct, Mr. Inspector General? If it is 
repaid in local currency you may turn around and lend the money 
back to the country for local projec ts$ 

Mr. Murriy. That is correct. 

Mr. Passman. That being true, would there be any competition in 
that field between these banks and the Deve lopment Loan Fund banks, 
when they start allocating local currency back into the nation / 

Mr. Gran. Sir, at this time in most of these countries the repay- 
ments to the DILF have been in limited amounts. 

In future years, as their repayments increase, and the amounts are 
larger, it is quite feasible that local currency funding for banks such 
as these might be met in 1965, 1967, out of local currency holdings. 

Mr. Passman. One would be competitive with the other on that 
basis, however / 

Mr. Grant. Taking the case of Sudan, we are not projecting for 
the next fiscal year, as I understand it, nonproject import programs, 
so that you will not be generating additional counterpart to these 
nonproject programs. 

Mr. Passman. Gentlemen, we are thinking about and looking to 
the future. If we are making loans to this nation out of Development 
Loan Funds, having it repaid in local currencies, and we can at a sub- 
sequent date lend that money back to the Government or to individuals 
in that country, and then, on the other hand, we are furnishing tech- 
nicians and counterpart funds to develop the industrial development 
bank, and the agricultural credit bank, how will you hold down com- 
petition between the local and the United States ? 

Mr. Gorpnon. I have been trying to understand what you might 
mean by competition here, sir. 

Mr. Passman. Both of them will be dealing in local currencies. 


TYPE OF REPAYMENT 


Mr. Gorvon. The DLF loan to the Sudan is repayable in U.S. dol- 
lars, speaking of the DLF loan. 

Mr. Passman. Is this an underdeveloped country ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. The purpose of the Development Loan Fund was to 
help underdeveloped countries. Our highest authorities state that if 
you demanded repayment in dollars then they would have to get thos 
doll: ars from their exports, and you might as well not make the loan 
in the first place. 

WELL-DRILLING TEAM 


Mr. Ruopes. I notice on page 79 it states a five man water drilling 
construction team will be training Sudanese in well drilling. Could 
you phase out that Ethiopian program a little faster and get thos 
people over the line into Sudan? It is just something to think about 
It seems the Ethiopians are getting along pretty well. Perhaps thos 
people now in Ethiopia could be put over there rather than your get 
ting more people. 

Mr. Gorpon. We will certainly look into that. 
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Mr. Passman. For central and east Africa in fiscal 1960 you had 
$560,000. What amount did you have in fiscal 1959 ¢ 

Mr. Gorpon. $458,000. 

Mr. Passman. In 1960? 

Mr. Gornon. $560,000. 

Mr. PassmMan. What amount are you requesting for fiscal 1961 ? 

Mr. Gorpon. $855,000. 

Mr. Passman. A substantial increase over fiscal 1960 ? 

Mr. Murpuy. $295,000. 


BRITISH CONTRIBUTION 


Mr. Passman. What did the United Kingdom do in the way of 
grant assistance last vear ? 

Mr. Gornon. The Colonial Development and Welfare Fund in 1958 
contributed $1.4 million. I do not have a comparable item for 1959, 
sir. 

Mr. Passman. Would you give it to us for fiscal 1960 ? 

Mr. Gorvon. In east Africa, grant assistance from the United King- 
dom Colonial Development and Welfare Fund was $8.5 million 

Then there was—— 

Mr. Passman. Is that not a British colony ? 

Mr. Gorpvon. This includes the territory of Tanganyika as well as 

ganda and— 

Mr. Passman. It still isa United Kingdom colony; is it not? 

Mr. Gorpon. Kenyais. Rhodesia is not. 

Mr. Passaan. Why could we have not stayed out, at least tempo- 
rarily, and let Great Britain develop their own program? Why did 
we have to get in? 

Mr. Gorpon. We have gone in in response to requests both from the 
local officials and the United Kingdom Government. 

Mr. Passman. I am just as pro-British as anyone, but that means 
nothing. Just because Great Britain asks us to relieve them of their 
obligations does not mean we should do so. 

Mr. Grant. We do not anticipate the Metropoles phasing out and 
our assistance being a substituted thing. We are doing everything 
we can to encourage continued Metropole assistance to this area of 
tropical Africa which has been running some $500 million a year. 
The problems of the area are such that all the free world countries 
need to make a contribution to this area 


BRITISH AND FRENCH ASSISTANCE 


Mr. Passman. Other than ours is going up: and I think we es- 
tablished this morning that for one country in particular, where 
France did go out and we went in, they are completely out of the 
program. The trend is that they are reducing theirs and we are in- 
creasing ours. In one country we picked up the entire check. 

Mr. Grant. There were particular circumstances involved in 
Guinea 

Mr. Passman. I am sure there would be circumstances. I imagine 
there are circumstances why Great Britain is decreasing its aid and 
we are increasing ours, but it still follows that some of these people 
should take care of their expenses. 
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Mr. Grant. We have no information that the British are reducing 
their aid. 
Mr. Passman. We are dealing with the overall program. 


had 







AFTERNOON SESSION 





Mr. PassmMan. The committee will come to order. I shall digress 
briefly. I want to discuss one matter with the Inspector General and 
Comptroller. 






YEMEN PROGRAM 









On April 20 of this year, at page 1002 of the hearings, we were 
discussing Yemen. Mr. Murphy said: 





of 





I have checked, Mr. Chairman, and I found what I expected: that both the 
$307,000 for fiscal year 1959 and the $38 million for fiscal year 1960 came out 
of the contingency fund for those 2 years. 






958 
59, 







On page 1002, Mr. Murphy again said: 





That would immediately raise a question in my own mind, Mr. Gary, as to 
how 1959 money got obligated if the aid agreement was signed in November 
1959. 





ng- 






Then you submitted information for the record: 





Subsequent research revealed that $300,000 of the $307,000 was obligated on 
June 30, 1959. 

Do you think the committee should have a little explanation ¢ 

Mr. Murrny. I can tell you a little more about it, Mr. Chairman. 
As the transcript will show, I myself spotted what appeared to be an 
unusual situation of an aid agreement in November and an obligation 
ina previous fiscal year. I had the research done. 

[ found that the obligation had nothing to do with the highway con- 
tracts at all. Instead, an emergency had arisen in connection with 
the title IT, Public Law 480, program that had been mentioned earlier 
in the same interchange with Mr. Gary. Some assistance was needed 
for a trucking contract to get the wheat, I believe it was, distributed 
within Yemen. 
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ne On the very last week of the fiscal year through an exchange of diplo- 
( . " - . . 
it matic notes an agreement. was made which provided that they could 





enter into a contract for distribution of that wheat, which otherwise 
would not have been moved as quickly into the economy. 
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OBLIGATION ON LAST DAY OF FISCAL YEAR 








Mr. PassmMan. It was obligated on June 30? 
Mr. Murruy. The contract for the trucking arrangement was 
entered into— 

Mr. Passman. It came very near being a repetition of the Saudi 
Arabia deal; did it not ? 

Mr. Murrny. It had a lot of different aspects, but in the sense that 
it would not have been obligated on the last day and have to carry 
over, yes, in that sense. 

Mr. Passaan. But it did come out of the contingency fund ? 

Mr. Mcrpny. For fiseal 1959, I believe. 

Mr. Passman. Ordinarily out of what appropriation would you 
have taken the money ? 
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Mr. Merrny. Had that contract not been entered into on that day, 
Mr. Chairman, chances are it would have been entered into on one 
of the subsequent days, probably under the authority of the continuing 
resolution. 

Mr. Passmanx. Which would have been the following day, and would 
have been out of what appropriation / 

Mr. Murruy. Under authority of the continuing resolution and 
probably charged to the contingency fund for the following year. 

Mr. Passman. Positively so’ Find it if we may ? 

Mr. Murruy. It is a hypothetical question. I believe it would 
have been. 

Mr. Passman. But the $300,000 would have lapsed; would it not? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. You caught it just in time, on June 30, the last day 
of the fiscal year? If you had not obligated it that day, it would have 
lapsed ¢ 
Mr. Murriy. Yes, sir; it would have lapsed. 

Mr. Passman. That is all we want to show. 























BANKS IN UNDERDEVELOPED COUNTRIES 
Did we previously request a list of all these different banks being 
set up in the underdeveloped countries, and information as to how 
they are being funded ? 

Mr. Grant. Yes, sir. 

Mr. Passman. Do you have that information / 

Mr. Rees. It is being submitted for the record. 
(The information requested appears on p. 1373.) 














RerpayMENt or DLF Loans 














Mr. Passman. Earlier something was mentioned about Sudan re- 
paying the loan to them from the Development Loan Fund in dollars. 
Those dollars do not go back to the Treasury, they go back to the 
account and are reloaned ; is that correct ? 

Mr. Murrny. That is correct. 

Mr. Passman. There is no credit to the Treasury to reduce the 
obligation on the Treasurer’s statement by repayment of dollars? 
Mr. Murrny. No, sir. 

Mr. Passman. It plows right back into the program ? 
Mr. Murruy. Into the capital fund of the Development Loan Fund. 
Mr. Passman. It plows right back into the program ? 
Mr. Murruy. Right, sir. 





















REPAYMENTS TO DLF IN U.S. CURRENCY 











Mr. Taser. Were there any other items where there were any re- 
payments to us in U.S. currency ? 

Mr. Murpny. There may have been some very small amounts, Mr. 
Taber. The repayments to the Development Loan Fund will not be- 
come substantial until probably 3 or 4 years from now. 

Mr. Taper. The way the thing is going, it will never come. 


Mr. Passman. It never will come bac “k to the U.S. Treasury, unless 
you amend the law. 









mac 
pay 

\ 
dol] 


1501 


Mr. Murruy. I must have misunderstood your question. 

Mr. Taser. I wanted to know if there were any other repayments 
made on this whole picture to the Development Loan Fund where 
payment was in U.S. currency other than this. 

Mr. Murrny. Yes, sir. It is estimated that as of June 30, 1960, the 
dollar receipts will be approximately 30 percent. 

Mr. Taner. I would like to see a table submitted showing that. 

Mr. Mureuy. I would be happy to prepare a table, Mr. Taber. Do 
you want actual repayments or the loans expected to be repaid / 

Mr. Taser. Actual repayments. 

Mr. Passman. Repayments in dollars. 

Mr. Taner. In U.S. currency. 

(The information supplied follows:) 


DLF collections from lending operations (as of Mar. 831, 1960) 


Fiseal year 
‘al year 1960, as of 
ictual Mar. 31, 1960 
wtual 


Dollars 
Loan repayments $166, 500 oe 
Interest collected $8, 12 664, 258 ,379 


Guarantee fees collected 48. 750 7, 92 


Receipts from sales of foreign currencies 513, 516 513, 516 
Subtotal 37, 296 1, 393, 024 1, 430, 320 


Foreign currencies (in dollar equivalents 
Loan repayments 75, 000 6, 361, 697 6, 436, 697 
Interest collected 255, O89 1, 514, 156 1, 769, 245 
Sales in exchange for dollars — 513, 516 — 513, 516 


Subtotal : 330, O89 7, 362, 337 7, 692, 426 


EAR ragtmecnhen teawos 367, 385 , 755, ¢ Y, 122, 746 








DILF RECEIPTS DO NOT RETURN TO TREASURY 


Mr. Passman. Would you state again for the record that all receipts 
for the Development Loan Fund, whether in dollars or local currency, 
are plowed back into the program? None of it, under the present law, 
is returned tothe U.S. Treasury; is that correct ? 

Mr. Murrny. That is correct. 

Mr. Gorpon. Back into the Development Loan Fund, but not nee- 
essarily into the same country. Is that not correct, Mr. Murphy ¢ 

Mr. Mureny. The dollars may be used in some other countries. 

Mr. Passman. The dollars may be used anywhere, but local cur- 
rency must be used in the country; but in no case does any of it get 
back into the Treasury to be used for other purposes or for reducing 
the public debt? It is plowed back into the program 4 

Mr. Murpuy. That 1s correct. 


CENTRAL AND East AFRICA 


Mr. Passman. For central and east Africa, 18 projects are listed on 
page 89. Nine of them are new. What is the estimated cost of com- 
pletion of the nine projects ? 

Mr. Gorpon. Of ae nine new projects, sir? 

Mr. Passman. Yes, s 
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Mr. Gorvon. In the case of the technical education project, we esti- 
mate a total of $85,000 will complete the project. That is the amount 
for 1961. 

In the case of the agriculture education and rural development, we 
sstimate that this project will run for a number of years. There is 
no definite termination date. 





ULTIMATE 





COST OF NEW PROJECTS 
Mr. Passman. It is impossible to estimate the total cost at this time? 
Mr. Gorpon. We estimate it may run $800,000, subject to availabil- 

ity of funds. 

Mr. Passman. You are asking for $47,000 against it at this time? 

Mr. Gorvon. That is right, sir. In the case of the University Col- 
lege of Tanganyika, we estimate $50,000 for that TC project. 

Mr. PassMan. You are asking for $15,000 ? 

Mr. Gorvon. $15,000 this year. We estimate $50,000 total. 

Training in community development, our estimate is $86,000. We 
are asking for $36,000. That would be an additional $50,000 in 
later years. 

Training in trade union leadership, for which participant training is 
all we have planned, $4,000. 

Training in adult. education, $5,000 is all we plan. There again it 
is for participants. 


TRAINING NORTHERN RHODESIAN OFFICE IN ADULT EDUCATION 











Mr. PassMan. Break this one out. 
the $5,000 How many participants? 

Mr. Gorvon. In that case, only one, sir. 

Mr. Passman. For what purpose are you going to spend $5,000 4 

Mr. Gorvon. That participant will be: brought to the United States 
and put through a period of training and orientation in his field 
of specialty. 

Mr. Passman. Training in adult education, it says here. Could 
you tell us the subject ? 

Mr. Gorpon. I am not sure the training program itself is worked 
out in detail yet. It is to train an oper ational officer from Northern 
Rhodesia from their Office of the Commissioner for Rural Develop- 
ment, in American organization and techniques of adult education 
programs. I believe this program is being worked out for this par- 
ticipant by the Office of Education. 

Mr. Passman. But there is only one trainee involved ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. Does this $5,000 cover transportation and all the 
other fringe benefits that may accrue to this one trainee? 

Mr. Gorvon. In the case of a large percentage of our African par- 
ticipants, we do pay the transport tation. They stay here to learn 
while they are in this country. 

Mr. Passman. In addition to this? 

Mr. Gorvon. It all comes out of this; yes. 

Mr. Passman. He is really going to be a past master, if you bring 


the one man over here and train him i in adult education. What is the 
population of the country ¢ 


What are you going to do with 
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Mr. Gorpon. The entire Federation, including Northern Rhodesia, 
has 8 million people. 

Mr. Passman. Who thought up this one? 

Mr. Gorpon. This was based on the request from the Government 
of Northern Rhodesia to train this person, who will then have a key 
job in the Government there upon his return. It was a request sub- 
mitted to our representative there and forwarded to us. 

Mr. PassMAn. What is the per diem ? 

Mr. Gorvon. I think this participant would be $10. 

Mr. Grant. It would vary, sir. While he is in travel status, it 
would be $12. When he enters an institution for an extended period 
of training, it would drop to a much lower rate. ‘The maximum would 
be S8. 

Mr. Passman. If he asked for extended training, you would spend 
more money than you have planned here, would you not ? 

Mr. Gorpon. If we approved it. In this case we want this person 
to get back and take his job in the Government. 

Mr. Passman. Have you not asked for more money than perhaps 
you would spend for this individual ? 

Mr. Gorpon. It is possible the expenditure would be between four 
and five thousand dollars. In that case we would have a little surplus. 

Mr. Passman. You take the high figure to make the request. It 
would be between four and five, and you use the highest figure in your 
justification. 


Mr. Gorvon. Yes; recognizing that— 







TRAINING COSTS 


Mr. Passman. That is standard practice. How about the others? 
Training in home economics, for instance. 

Mr. Gorvon. Training in home economics, we are asking $25,061. 
We anticipate a total of $45,000 for that project. 

In technical education we estimate only an additional $9,000, a total 
cost of $50,000. , 

Aided self-help housing, Nyasaland, we estimate a total of $100,000 
before completion. 

Mr. PassMan. Youare asking for 20 percent now ? 

Mr. Gorpon. And $20,000. 

Mr. Passman. This is an estimate ? 

Mr. Gorpon. Yes, for technicians and participants. We expect it 
'0 go on. 





ULTIMATE 





COSTS OF PROJECTS 
Mr. Passman. These few projects we are planning to go into, I do 
hot think you can justify them, and I do not think the committee 
could justify this to the House. The one for $47,000 is a rather inno- 
cent-looking start, but the ultimate cost would have been $800,000. 
The last one you gave is asking for $20,000 this year, and the ulti- 
mate cost would be £100, 000, 
As far as your records reveal at this time, do you think you can 


meet the total cost within the amounts you have given the com- 
mittee ¢ 
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Mr. Gorpon. We think so. We would be committing only the 
money we would get in any one year. I think in view of the changes 
taking place in this important part of the world, with Tanganyika 
moving toward independence—— 

Mr. Passman. Have not those changes been taking place for the 
last thousand years over there, up and down, civilizations rising 
and falling? Is that not the way the world runs? What is unusual 
about this shifting of 2,800 million population in the world ? 

Mr. Gorvon. There is something very unusual about what is hap- 
pening in Africa today. We are going to have 30 or more votes 
in the United Nations from Africa very shortly. This tremendous 
explosion in Africa is going to make the continent of extreme im- 
portance in the long run in world politics. 


PER CAPITA INCOME IN UGANDA 


Mr. Passman. In the case of Uganda you have a program, agri- 
culture education and rural de “velopment. I have a newspaper clip- 
ping here which says that Uganda natives are among the richest 
onthe eontinent. Isthat correct / 

Mr. Gorpon. Uganda’s natives are among the richest / 

Mr. Passman. Yes; on the continent. 

Mr. Grant. I would seriously question that, s 

Mr. Gorvon. They could have an annual income of less than $300 
per capita per year and still be among the richest on the continent. 

Mr. Passman. The chances are you could take that $300 and buy as 
much as $6,000 over here. This gross national product fools a lot of 
people, but it does not fool me. 

Mr. Grant. The cost of living over there, sir, is not low. 

Mr. Passman. It depends on what you eat, where you stay, and 
what you expect out of it. This is a news item from the Evening 
Star. 

_Mr. Gorpon. If you look on the tab sheet in the book here for 

ganda, you will see the per capita gross national product is $58. 

a. PassMAN. It all depends on the unit they produce. TI am no 
longer going to be misled by this gross national product per capita, 
because it all lepends on what you could buy with it. 

Mr. Grant. Sir, I was there in December. I can assure you that 
the great bulk of the people of Uganda live in a very, very primi- 
tive state, 

Mr. Passman. I suppose this paper must have had too much ink and 
too much time. 

INCREASE IN TECHNICIANS 

The number of technicians is increasing from 19 in 1960 to 87 in 
1961. Why? 

Mr. Gorpon. In central and east Africa ? 

Mr. Passman. Yes; we are still on that item. 

Mr. Gorpon. It isa technic: rei ai ation program, and the total 
program is increasing for this area. It is mainly for technicians 
and participants. 

Mr. Passman. All this we have been discussing does not include 
that $20 million special program for this region; does it ? 

Mr. Gorpon. No, sir. 
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Orner West AFRICA 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 
Major cost component and field of activity a 
Actual Estimated Proposed 
fiscal year | fiscal year fiscal year 
1959 1960 1961 


ISSISLANCE 
chnicians 
‘articipants 
Contractual services 
Supplies and equipment 
Contributions to cooperative services 
Other costs 


Total project assistance 


* r of people 
Technicians (on duty close of year 
S. employed 
‘ontract 
lotal technicians 
rticipants (programed during year 
Noncontract 
Contract 


lot 
d of activity 
Agriculture, forestry, and 
Industry and mining 


Vr own ition 


le ‘Ith ind sanitation 


ublic idn stration 
ymmunity de ve lopme nt, social welfare, and housing 
reneral and miscellaneous 


L 
I 
Education 
A 
G 
( 


tal by field of activity. 


Mr. Passman. Next is Other West Africa, 1951, $1,200,000. 

Mir. Passman. How firm is this program, or is it just a request in 
case we get a formal request for technical assistance / 

Mr. Gorpvon. Mr. Chairman, we have had formal requests from 
Sierra Leone for four projects in technical cooperation, 

Mr. Passman. Do you have any agreement signed / 

Mr. Gorpvon. Not as of now. 

Mr. PassmMan. You are requesting money ¢ 

Mr. Gorvon. Yes, sir. There have been requests addressed to the 
American consulate in Togo which became independent April 27 and 
from the Cameroons, which became independent in January. We 
anticipate the need for starting smal] technical cooperation programs 
inat least those three countries in 1961. 

Mr. Passman. You are going to start small. Are you going to hold 
them small? 

Mr. Gorpon. I hope so, sir. 

Mr. Passman. You have not done so in other cases. 
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BASIS FOR ESTIMATE 


You have $500,000 programed for 100 participants, $5,000 each, 
What is the basis for this estimate, as you have not pinpointed any 
projects yet ? 

Mr. Gorpon. One of the things wanted in all of Africa is educa- 
tion and training. In all countries we do attempt to select a limited 
number of promising young people and bring them to the United 
States for training. The cost of doing that from Africa is higher 
than the worldwide average because generally the distance is greater, 
the training is of a longer term rather than short-term training, and 
we have to pay transportation as well as other costs. 

Mr. Passman. What are we going to do when we spoil a lot of these 
people, and then we run out of money? Are we not going to do more 
harmthan good? You bring some over here; do you not 4 

Mr. Gorpon. Yes. The total in 1961 is probably a thousand from 
all of Africa. We are trying, however, to help get as much of the 
training done in Africa as possible by helping to build up institu- 
tions and training facilities there and bringing them here only for 
specialized and advanced training. 

Mr. Passman. You could not train them just as well over there ? 

Mr. Gorpon. We are putting major emphasis on training in Africa 
itself. 

Mr. Passman. Would that really firm you up in your position, 
since you are bringing more of them over here? Is not $5,000 con- 
sidered high? 

Mr. Gorpvon. I did not understand your question, Mr. Chairman. 

Mr. Passman. I say, as you prefer to train more of them over there, 
would this $500,000, or $5,000 each for the 100 participants—does not 
that put you on rather thin ice? If you prefer to train most of them, 
and you are training most of them over there, it seems that the cost 
should be lower. 

Mr. Gorvon. This average does not include any training in Africa. 
This is only for those brought to the United States. 

Mr. Passman. I thought you said you preferred to train them in 
Africa 

Mr. Gorvon. Yes. 

Mr. oe ‘nN. Yet you are bringing every one of them over? 

Mr. Gornon. The thousand participants are coming here. 

A thousand for all of Africa. 

Mr. Passman. A hundred from this section ? 

Mr. Gorpon. Yes. 

Mr. Passman. All of them coming here? 

Mr. Gorpon. Many times that many are being trained in Africa. 

Mr. Taser. Mr. Chairman. 

Mr. Passman. Mr. Taber ? 

Mr. Taser. Did you develop anything along the line of the financial 
status of Rhodesia, particularly in view of the diamond and gold 
mines? 

Mr. Passman. I wish you would make a note on that and handle it. 
It will come to you in a little while. I hope you develop that. 

Mr. Taser. I did not want it left out. 
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Lipya 


Summary of program by major cost component and field of activity 


[Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 
Actual Estimated Proposed 
fiscal year fiscal year | fiscal year 
1959 1960 | 196] 


Project assistanee: 
Technicians 
Participants - a 
Contractual services 
Supplies and equipment. hah cones 
Contribution to cooperative services _ -- 
Other costs. 


Total project assistance 


Number of people: 
Technicians (on duty close of year): 
U.S. employed 
Contract 


Total technicians - 


Participants (programed during year): 
Noncontract_-..---- 
Contract__- 


Total participants. -.....-- 


Field of activity: 
Agriculture, forestry, and fisheries 
Industry and mining 
Transportation 
Labor - - - ; wee 
tLlealth and sanitation 
Education - 
Public administration - ‘ S kawaii = eaaamaronsiens 
Community development, social welfare, and housing. -- 
General and miscellaneous- -- | 


Total by field of activity__.- a 254 2, 646 | 
| | 


Mr. Passman. Next is Libya.. You are asking for $2,500,000. 

As you state on page 97 that the special assistance program comple- 
ments the technical cooperation program, what amount is programed 
for Libya under special assistance, if anything / 

Mr. Gorpon. -million. 


REQUEST FOR UNLIQUIDATED BALANCES 


Mr. Passman. I should like at this time to make a request that for 
each of these countries we have been discussing—not the unobligated, 
but the unliquidated balance, the unexpended balance carried as an 
obligation to the credit, also be placed in the record. You did give it 
to us on two or three. We should like to have it on all. 

Mr. Granr. We can give it as we run through each one. It is on 
each one. 

Mr. Passman. We are asking you to insert it because we have gone 
through most of the section. 

(The information supplied appears in the appendix, p. 2933.) 

Mr. Taser. Mr. Chairman, would you yield a second? 

Mr. Passman. Yes. 

53909—60—pt. 2——14 
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INTERUNIVERSITY CONTRACTS 





Mr. Taner. I wondered just how these things are set up. Do they 
chi arge to eac ‘h country project the cost. of this intercollegi: ite setup 
we have around here or is that cost on top of it / 

Mr. Passman. Would you respond to the question, sir / 

Mr. Granv. Sir, if I understand your question correctly, it is 
whether the interuniversity contracts we have are shown charged 
against the country program figures we are now examining or are 
additive thereto. 

The answer they are included as a part of the country program 
where these university contracts work overseas. You would see on 
the project list the funding proposed for the particular interuniver- 
sity contract. 

Mr. Taner. This particular thing on page 99, the word “contracts” 
appears right in the middle of the top of the page, and there is nothing 
under it. 

Mr. Gorpon. It happens that we have no contracts in our technical 
cooperation program in Libya for 1961. 





COSTS OTHER THAN 





TECHNICAL AID 





Mr. Passman. It follows, nevertheless, that though we are discuss- 
ing technical aid, in many instances other costs out of other appropri- 
ations under mutual security may be many times that of the technical 
aid cost: isthat not true? 

Mr. Gorpon. Yes; all that is being presented to you. 

Mr. Passman. How many new countries in Africa are being plan- 
ned ¢ 

Mr. Gorpon. $1.2 million for west Africa. 

Mr. Passman. The number of independent nations. 

Mr. Gornon. Eventually 30. 

Mr. Passman. This is just one. Under technical aid, one phase 
only of technical aid, you are asking for $2,500,000. They would also 
be eligible under the special assistance technical aid item that you 
have not received yet. In addition to that, you have - - million 
under special assistance for Libya. Could you give us the total cost 
for Libya? 
SOURCES OF 


AID FOR 





LIBYA 


Mr. Gorvon. The special program will not apply to Libya because 
it is limited to tropic al Africa. Libya has only technical cooperation 
and special assistance and I believe a small amount of military as- 
sistance, 

Mr. Passman. Application for development loan ? 

Mr. Gornon. They have had one development loan. I think there are 
no others under consideration at the moment. 

Mr. Passman. It would take a lot of research to put it all down, 
would it not? It is a very substantial figure. Let me say that on 
account of it being classified, IT am going to respect it, even if the 
color of the ne is Classified, but it is far in excess of — million, I 
believe, for Libya alone; is it not? Putting it on that basis, would it 
still be classified ? . 

Mr. Murpeny. Yes. Off the record. 

(Diseussion off the record.) 
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TRAINING BY OIL INDUSTRY 


Mr. Passman. I am not going to try to understand it. What are the 
major oil companies doing in the way of training of Libyan na- 
tionals / 

Mr. Gorvon. They have no formal training institution, sir. They 
are doing a lot of on- -the job tr aining. 

Mr. Passman. On page 95, you state that stepped-up programs to 
train Libyans to cope with an oil-based economy now becomes priority 
requirement. Of the continuing projects in this country how many 
are meeting the priority requirements, how many of them are receiving 
increased funds for fiscal year 1961 ¢ 

Mr. Gorvon. That response to that priority shows up particularly, 
I think, in our plans for increased training. 

Mr. PassMan. What page / 

Mr. Gorpon. The vocational education project there on page 99 
under “Education” is providing that kind of training. There is, or 
there has been considerable training in the minerals investigation 
project. In fact, every time we have gotten teams of Libyans trained 
they have been hired away from us by the oil companies at twice the 
salaries. We have to train another group. 

Mr. Passman. If we were close enough, I would bet on head and 
head you would admit that was absolutely sufficient reason for us to 
pull out and let the oil companies train those people. 

They are operating out of a free enterprise, hard-earned dollar; we 
are operating out of the taxpayers’ dollar. I am certainly glad to 
learnthat. I hope a little bit more of that catches on. 


OTHER COSTS 


What are the other costs of the $700,000 ? 

Mr. Gorpon. The other costs in the case of Libya are local costs for 
primarily local personnel but also project expenses, transport, gasoline. 

Mr. Passman. You have “Mineral investigation,” “Industrial de- 
velopment,” “Program. support”—all those being substantial. They 
are all continuing projects. You have other costs. 

Mr. Gorpon. Those are local costs. 

Mr. Passman. I know. We have to appropriate American dol- 
lars: do we not? 

Mr. Gorvon. For labor, picks and shovels—such as in connection 
with the earth dike work. 

Mr. Passman. This is under technical training. ‘Ten percent is the 
most you use for tools, et cetera. That will account for 70 percent. 
How about the remainder of $630,000 4 

Mr. Grant. This is not one project, sir. These other costs are 
lined up against each one of the projects. 

Mr. Gornon. It is $700,000 out of $2,500,000 ? 

Mr. Passman. You have $2,500,000? We are talking about the 
one on the right-hand column, the one where you have the last figures. 
You have “Other costs.” 











THIRD COUNTRY TECHNICIANS 





Mr. Gorvon. One part is the employment of approximately 285 
technical people from third countries who act as foremen-supervisors 
on projects and who are training Libyans as well on these projects. 

Mr. Passman. In this program we are hiring technicians from a 
third country / 

Mr. Gorvon. In the case of Libya we are. This is an exception. 

Mr. Passman. If you started in Libya, you could start in all the 
other countries. From what countries are you bringing them? 

Mr. Gorvon. A good many from Germany, some from Greece, some 
from Italy. They are doing a training job of Libyans. 

Mr. Passman. What is the purpose of our technicians over there; 
to train these people / 

Mr. Gorpon. Libya is a little different from the average country, 
Mr. Chairman, in this sense: That our special assistance and our 
technical cooperation program in Libya— 

Mr. Passman. You have 110. Read this on page 98. You have 
not asked for any increase in money, but you have shown that you 
were going to reduce the number of technicians; but then we turn into 
another page, for other costs, $700,000. Now you tell us this sum 
is to bring technicians from a third country. How many technicians 
are there / 

Mr. Gorvon. Third country ? 

Mr. PassMan. Yes. 

Mr. Gorvon. The last figure I saw, I think, was about 285. 

Mr. Passman. You bring those from other countries, against the 
technical aid program under bilateral. Where does that show up on 
page DS ¢ 

Mr. Gorpon. Just on “other costs,” just as it does here. 

Mr. Passman. If we had not asked that question, the committee 
would have no way of knowing that you were recruiting technicians 
from a third country in this program. Would you add ‘that total to 
the 44,000 employees of mutual security that we have already estab- 
lished for the record ? 

Mr. Gorvon. These third country technicians are employed by the 
Libyan-American joint services, defined by law as Libyan agencies. 
The contracts are approved by the Libyan Government. We make a 
contribution to the joint services from our TC funds and they are thus 

employed by the Libyan Government in fact, but we fund a good bit 
of them. 

Mr. Passman. Would you add those? I believe Mr. Murphy 
amended my figure the other day of 43,500, or 44,000. Would you add 
this category of technicians to those previously mentioned ? 

Mr. Gorpon. No. 

Mr. Passman. I believe it would only be fair to ask the Inspector 
General that question. 

Would we add these technicians from the third country to the 44,000 


already established for the record? Would they be in addition there- 
to? 
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Mr. Murpnuy. I would expect they would be covered under the head- 
ing of local employees, Mr. Chairman, but to be absolutely sure, I 
would like the opportunity to check it. 

Mr. Passman. You are of the opinion they would be added to that 
number ¢ 

Mr. Mureny. Yes. 

Mr. Passman. Could you tell us for the record how many techni- 
cians you are employing from the third country in this entire bilateral 
program ¢ 

Mr. Gorpon. Wherever they are employees of the United States, 
they would show up in these statistics as local employees. Where they 
are employees of a cooperative service or joint service, or servicio, they 
would not. 

Mr. Passman. We do not know how many employees you have of 
this kind in the program? You could not give us the number at this 
time ¢ 

Mr. Gorpon. In Africa, Libya is the only case of this kind where 
we have this kind of employment. In Tunisia we have some third 
country contract technicians. This is unusual. I think that is the 
only place in Africa where we have that. We could put that together 
for you. 

Mr. Murpuy. I am sure the latter would be included because any 
personnel financed under contracts are included in the figures that I 
gave you, whether they be 

Mr. Passman. Did you know they had technicians from a third 
country Q 

Mr. Murpny. Yes,sir. Asa matter of fact—— 

Mr. Gorpon. We get them a lot cheaper that way, sir. Let me ex- 
plain one thing if I may, Mr. Chairman, about this Libyan program, 
because it is awfully complex. It is different from the usual. We are 
giving the Libyan Government a substantial amount of aid out of 
special assistance and it is a political-military decision tied to our 
airbase. Our job has been to try to help the Libyan Government spend 
that money in the wisest way ‘for its economic development. 

Mr. Passman. But that is the main thing, spend it, because it is 
political ? 

Mr. Gornon. The commitment is made. The money is there. They 
are short of trained people. They asked for help. 

Mr. Passman. If you do not have a good way of spending it, you 
take the next way. 

Mr. Gorvon. Our TC program finances personnel who are in- 
volved in administering the technical assistance program. You have 
joint funding of practically every program. 

Mr. Passman. If you get them cheaper and they are so good, why 
don’t you try to use more of them for other nations and bring our 
people home 4 

You may have struck on something to save us money. 104 con- 
tracts with universities and colleges in the 30 States and the District 
of Columbia would not participate in this melon if we employed the 
technicians elsewhere; would they ? 
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Mr. Gorpox. You would not get your program of American money 
identified with American people in the mind of a lot of people. 

Mr. Passman. If you could get technicians equally as good at a 
lower price, they would be in a position to cancel contracts with uni- 
versities and colleges in this country ; is that right ? 

Mr. Gorvon. Theoretically, sir. 

Mr. Grant. There are many fields such as agriculture and educa- 
tion. I would say there is no comparable group of trained personnel 
of education in other European countries that compare to those you 
find here. 

Mr. Passman. You have 75 technicians. You have more third- 
country technicians than you do U.S. technicians. For what purposes 
will you use these technicians? In what fields are they going to 
specialize ? 

Mr. Gorvon. U.S. technicians ? 

Mr. Passman. No; the third-country technicians. 

Mr. Gorvon. The largest single bloc of them work as supervisors 
of crews engaged in building dikes. Actually, Mr. Chairman, these 
are old Roman dikes, that existed 2,000 years ago in these dry river- 
beds that we are rejuvenating. 

The other cost isa figure that includes 

Mr. Passman. I want to find out what the 75 technicians are. 

What did you have for other costs last year? You are asking 
$700,000 this year. 

Mr. Gorpon. $641,000. 

Mr. Passman. The cost is growing, too; is it not ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. | hope I am not asked on the floor to identify the 
other costs. 


AMERICAN TECHNICIANS DIRECTLY EMPLOYED AND FINANCED FROM. TC 
PROGRAM 


The total number of technicians financed by technical cooperation 
funds: what isthe answer to that ? 

Mr. Murrny. I would have to call for preparation of a table on 
that, Mr. Chairman. 

Mr. Gorvon. In the case of Libya the 285 are not paid from tech- 
nical cooperation funds because some of them are financed under other 
arrangements. 

Mr. Murrny. I will havea table prepared. 

(The information supplied follows :) 

The total of American technicians directly employed by the United States and 
financed from Technical Cooperation funds is as follows: 

is of Number 
June 30, 1958 : acts, acini Peace : 5 : 2, 58d 


June 30, 1959 cet ee Fe ae <r : E . 2, SOU 
March 31, 1960_____ : ee oe ia — 2, 885 





Morocco 


Summary of program by major cost component and field of activity 


[Dollars in thousands} 


Major cost component by fiscal 


Major cost component and field of activity 
Actual 
fiscal year 
1959 


ect assistance 

Technicians 

Participants 

Contractual services 

Supplies and equipment 
Contributions to cooperative services 
Other costs 


Total, project assistance 1, 000 
r of peopl 

chnicians (on duty close of year 

US employed 

Contract 


Total, technicians 


Participants (programed during year 
Noncontract 
Contract 
rotal, participants 
Field of activity 
Agriculture, forestry, and fisheries 
Industry and mining 
Pransportation 
sabor 
lealth and sanitation 
aducation 
iblic administration 


Community development, social welfare, 


I 
I 
E 
I 


General and miscellaneous 


otal, by field of activity 


Mr. Passman. What amount did you have for Morocco in fiseal 
year 1959 ¢ 

Mr. Gorpon. Fiscal year 1959, sir, was $551,000. 

Mr. PassmMan. Now, fiscal year 1960, how much did you reduce it? 

Mr. Gorpon. Increased to $700,000. 

Mr. Passman. Are you asking for a decrease for fiscal year 1961 
or an increase ? 

Mr. Gornon. We are asking for an increase to an even $1 million. 

Mr. Passman. That one, too, is growing. 

Mr. Gorpon . Yes, sir. 
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MOROCCAN AIRBASES 


Mr. Passman. Is that the country where we had some airbases ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. How are we getting along with those ? 

Mr. Gorpon. There will be a more competent witness up on that. 

Mr. Passman. Weare pulling out of there; aren’t we? 

Mr. Gorvon. There is an agreement that we will phase out by the 
end of 1963. 

Mr. Passman. Do we have considerable investment in that country 
in those airbases ? 

Mr. Gorpon. I suspect very considerable. 

Mr. Passman. We are increasing this by 300 percent, or at least 
200 percent, in 2 years. Maybe they will change their minds for us. 


PREREQUISITES TO ECONOMIC DEVELOPMENT 


On page 103, you state that “The development of Moroccan tech- 
nical and administrative skills is the basic prerequisite to economic 
development in Morocco.” Would you like to comment on that state- 
ment? Of the seven old and one new projects listed on page 105, 
how many are directed toward that basic need ? 

Mr. Gorvon. There is training involved in, I think, all of them. 
If you will note in the list of projects, the projects in irrigation train- 
ing, National School of Agriculture, specialized training for craft- 
workers, teacher training, Vocational Industrial Education Center, 
which is a training institution, and training in public administration— 
we have four Moroccans in the United States now. 


COST OF ATRBASES 


Mr. Passman. They are kicking us out. How much have we pro- 
vided in military assistance in total to that country since we have had 
this program, including airbases ? 

Mr. Murrny. That is Department of Defense appropriations, Mr. 
Chairman. I would not know. I would be happy to supply it. 

Mr. Passman. That comes out of another appropriation ? 

Mr. Mcurrny. Those are U.S. bases. 

Mr. Passman. They used to be. 

Mr. Murruy. They are until we get out. 

Mr. Passman. We are on the way out? 

Mr. Murrny. That is my understanding. The expense of those 
would be financed under the Department of Defense appropriation. 

Mr. Passman. That would be one of the facets of foreign aid which 
I mentioned in my recapitulation to get the $10 billion annual total. 
I won't ask you to answer. We shall ask the Pent: igon for that 
information. 


ULTIMATE COST OF NATIONAL SCHOOL OF AGRICULTURE PROJECT 


What is the estimated cost of completion of the new project, the 
National School of Agriculture? 
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Mr. Gorpvon. Subject to availability of funds, that project would 
continue to 1965. 

We would invest a total of $127,000. 

Mr. PassMaAn. You arestarting off with how much ? 

Mr. Gorpon. $17,000, sir. 

Mr. Passman. You are going to spend 10 times that amount before 
you complete it ? 

Mr. Gorvon. If the funds are available. 


OTHER COSTS 


Mr. Passman. What are “Other costs” that amount to $116,000 ? 

Mr. Gorvon. Those are local costs, probably transportation, fuels, 
local supplies, and equipment. 

Mr. Passman. Let us break down the $116,000. 

We went along with the $700,000. It is getting to be a little too 
much in other costs. 

Mr. Gorpon. We have this all covered in the detailed project state- 
ments which are not with me or in the book. We could supply that. 
Do you want it for the entire region / 

Mr. Passman. Let us account for the entire $700,000 other costs 
on Libya. 

Mr. Gorvon. We will furnish that for Libya, sir. 

(The information supplied follows :) 

The “Other costs’ component of the technical cooperation program in Libya 
consists of the following costs for each of the TC projects: Salaries of Libyan 
personnel, local travel, office and warehouse rent, operation of vehicles, demon- 
stration materials, and the rent and utilities of the U.S. technician(s) assigned 
to the project. 

Mr. Passman. Would “Miscellaneous” and “Other costs” bear about 
the same interpretation ? 

Mr. Gorpon. Under “Miscellaneous”—— 

Mr. Passman. As long as you do not itemize it, would it fall in that 
category ? 

Mr. Gorvon. Under “Miscellaneous” in each country, there is an 
item called “Technical support.” What we do is show the technician 
costs up in the project whenever the technician is full time on that 
project. If you have eight agricultural projects, however, the Chief 
of Agriculture spreads his time among all eight so we show him in 
“Technical support.” In this case, the $300,000 pays for 18 U.S. 
technicians, plus $8,000 worth of commodities, plus 116 in other costs, 
local costs. ‘That would include local transportation and miscellaneous 
items. 

Mr. Passman. On some of these projects possibly the Congress will 
provide money for what you have justified, and scratch a line through 
the other items. Do you think you would be badly crippled ? 

Mr. Gorpon. Yes,sir. We could supply the detail, but it would be a 
tremendous volume of detail. 

Mr. Passman. Do you want us to appropriate on blind faith? That 
is what we are doing if we do not know what it is. 
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TUNISIA | 
If 
be 


Summary of progran hy major cost component and Sie ld of activity 


{Dollars in thousands] 























— th 
Major cost component by fiscal year 
omponent and field of activity let 
Actual Estimated Proposed 
fiscal year | fiscal year fiscal year 


1959 1960 1961 





Project assistance 
Technicians 513 HS¢ 
Participants KOT 7 






7! 853 

Contractual services 158 1 472 
Supplies and equipment ; 463 251 212 ail 

Contributions to cooperative services . 

Other costs 72 in 
Total project assistance Ni 
Sl 
Number of people f 
Technicians (on duty close of year ( 
U.S employed . 7 44 57 57 m 


Contract ‘ | 28 
Total technicians 
Participants (programed during year): 
Noncontract 


Contract 


Total participants 





Field of activity 


Agriculture, forestry, and fisheries . 602 636 863 
Industry and mining 190 434 441 t’ 
Transportation ‘ es | 25 102 40) 
Labor Z ; a i 221 79 46 4 
Health and sanitation : enaeee 
Education : soils 82 126 51 t 
Public administration 138 196 326 f 
Community development, social welfare, and housing 18 32 37 


General and miscellaneous ; . ites —_ 396 





Total by field of activity 


Mr. Passman. What amount for technical assistance did you have 










for Tunisia in fiseal 1959 ? , 
Mr. Gorponr. 1959 was $1,713,000. 
Mr. PassmMan. What did you reduce that to in 1960 ? 
Mr. Gorpon. We increased it to $2 million. : 
Mr. Passman. Are you decreasing it for 1961 7 , 


Mr. Gorpon. No, sir. There is a request for further increase of 
$200,000, to $2.2 million. 

Mr. Passman. I was in hopes if we worked long enough we would 
find that you cut something back. 













UNEMPLOYED LABOR FORCE 






On page 108, you state that a quarter of the labor force is unem- 
ployed—the most important social and economic problem facing 
Tunisia. On page 107, you state that nearly one-third of the labor 
force is unemployed. Which figure is correct, or should we put them 
both together and divide by two? 

Mr. Gorpvon. Approximately one-quarter. Although it changes 
from month tomonth. Those two figures are pretty close. 


Mr. Passman. There is a lot of difference as far as I am concerned. 
If I am operating on the basis of my own budget, 8 percent would 
be a lot. 

Mr. Gorvon. Right now, I would say between a quarter and 
third. 

Mr. Passman. Let’s put the two together and divide by two. And 
let’s hope that is half accurate. 


LOAN PROGRAM 


[ note that during 1959 a special revolving industrial loan fund, 
financed by $3 million in U.S. counterpart funds, was set up. In 
addition, you plan area ibute $2 million more in counterpart funds 
in fiseal year 1960, and a program of $2 million per year through 
fiseal year 1965 is contemplated. The bank itself, I note, plans to 
submit an application to the DLF for a $5 million loan to cover the 
foreign exchange portion of subsequent loans. Would you com- 
ment ¢ 

TRAINING IN LOAN PROCEDURE 


Mr. Gorpon. We think it is an excellent program for stimulating 
private industry in Tunisia. We provided some specialists to help 
train the staff, help them screen their applications, and to make sure 
their loans are sound. 

Mr. Passman. Get them all fixed up and train them to petition 
the DLF. That is really what it adds up to: is it not? After they 
are trained in banking and familiar with this handout system, under 
the DLF, then they become eligible, after they have been created, 
fora loan under the DLF ? 

Mr. Gorpon. Yes, to the extent that they can produce a sound, good 
application. 

Mr. Passman. It is understood they are supposed to submit an ap- 
plication. When they get set up and established with local currency, 
then they ean petition for dollar loans / 

Mr. Gorvox. They can, sir. 

Mr. Gran. In addition, the primary purpose of training obviously 
is to train these people in administration of loans to Tunisians. You 
have a large number of loans already made. The presentation book 
refers to some 50 loans that have been made already before they have 
ever approached the DLF. 

Mr. Passman. While they are getting that training in how to lend 
money to their own people, they are trained in how to borrow money 
from the DLF; are they not? Don’t they get a dual course there ? 

Mr. Gorpon. Our people are not specifically training them for that. 

Mr. Passman. Not specifically, but they catch on; do they not? 

Mr. Gorpon. There are cases where we have assisted in the prepara- 
tion of applications to DLF in order to reduce the drain on our grant 
assistance and divert the help over to loan assistance. 

Mr. Passman. Enough of it rubs off, this knowledge that we are 
imparting, that they know how to petition DLF for dollar loans? 

Mr. Gorpvon. Yes, sir. 

_Mr. Gran. This may result in a distinct saving on the grant side, 
sir. 
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Mr. Passman. You do not want to inject at this point in the record 
that the DLF is anything but a grant; do you! 

Mr. Grant. We were just discussing—— 

Mr. Passman. You are getting it out of the DLF, which regardless 
of your opinion and that of others, and I have a right to mine, and I 
say it isa grant disguised asa loan. If you train them to where they 
can dip into the dollar, through the DLF, to my way of thinking it is 
more expensive than if you give them local currency that we already 
ownh. 


























U.S. CONTRIBUTION TO AGRICULTURE BANK 





Would you comment also on this agriculture bank, which was organ- 
ized with $2 million in counterpart funds? What has been the total 
U.S. contribution to the capital of this bank ? 

While you are looking for that information, may we renew our re- 
quest, and it will have the effect of refreshing your memory, but we 
are still waiting for a list of all of these banks set up for the under- 
developed countries. 

Mr. Grant. Sir, this is on its way now. 

Mr. Passman. Do you have that figure, how much of the capital 
the United States has contributed ¢ 

Mr. Gorpon. $2 million in counterpart funds was contributed to 
the bank. We are now providing advisers and trainers. 

Mr. Passman. What is the 5 years’ training going to cost? 

Mr. Gorpon. $148,000. 

Mr. Passman. In this instance you have given them money 
then trained them. 

Isn’t that putting the cart before the horse ? 
to train them and then give them the capital ? 

















and 


Wouldn’t it be better 


Mr. Gorpon. They have the bank organized and starting off, de- 
pending on foreigners, primarily Frenchmen and others. We are 


providing training for Tunisians. 








Mr. Passmawn. In all probability they could have gotten along with- 
out these technicians, wouldn't you think, as we have had enough 


faith from the beginning to provide $2 million in capital ? 
already set up and getting along. 
afterward. 

Mr. Gorpon. 
Mr. 
dollars. 

Mr. Gorpon. I believe so. 


They are 
We have to go in and train them, 


I am sorry. 


The capital was Tunisia’s counterpart. 
PassmMan. It 


still was generated originally from American 












Mr. Passman. It isthe same thing. 
Mr. Gorpon. I think it is a better program, Mr. Chairman, as a 


result of the fact we have supplied technicians and provided partici- 
pant training. 

Mr. Passman. I am not going to fall out with you because you have 
to try to justify it. 





ULTIMATE COST OF 








AGRICULTURAL STUDIES AND WORK PLANS 


There seems to be two new projects listed on pages 111 and 112. 
What is the estimated cost to complete these two new projects? 

Mr. Gorvon. Mr. Chairman, we estimate the agricultural studies 
and work plans project should run until 1963 and that could cost, 
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subject to availability of funds, $236,000 in total. The next one, li- 
brarian training for 1961 through 1962, a total of $42,000. 

Mr. Passman. In that instance, your total cost would be four times 
the amount that you are requesting to start the program; and on 
item No, 1, almost double. 

Mr. Gorpon. Yes, sir. 


NATIONAL UNIVERSITY PROJECT 


Mr. Passman. Page 110 indicates a new project to help establish 
the national university in 1961. Would you identify this project 
on page 112? 

Mr. Gorvon. Thic national university, sir, is being planned and 
developed with contributions in addition to the Tunisian Govern- 
ment’s own expenditures, contributions from France and the United 
States. Our part is to be aid to the school of business administration. 

Mr. Passman. From where does it come’ You certainly cannot 
identify this project on page 112 I will assure you that. 

Mr. Gorvon. I would have to furnish that for the record, Mr. 
Chairman. I believe that we anticipate a small expenditure between 
now and June 30 for the architectural planning. 

(The following information was supplied later :) 

The assistance to the Tunisian National University referred to on page 112 
of the Technical Cooperation Functional Presentation (vol. 1) cannot be found 
in the list of technical cooperation projects because there is no TC funding 
scheduled for fiscal year 1961. The TC assistance scheduled for fiscal year 
1961 consists of $40,000 of fiscal year 1960 funds programed for preparation 
of the master plan for the university and design for the school of business 
administration. 

Mr. Passman. How much have you obligated on it ? 

Mr. Gorpon. None. 

Mr. Passman. You do contemplate obligating some funds before 
June 30? 

Mr. Gorpon. We expect some, sir. 

Mr. PassmMan. How much? 

Mr. Gorvon. I am not sure, sir. 

Mr. PassMan. Out of what account ¢ 

Mr. Gorpon. This would come under education project activities 
in Tunisia. 

Mr. PassMan. Out of what appropriation ? 

Mr. Gorvon. Technical cooperation. 

Mr. Passman. And you do not know the amount ? 

Mr. Gorpon. The contract has not been negotiated yet, sir. We 
haven't gotten the estimates in from the mission. 

Mr. Passman. Do you know the amount of the project, projecting it 
to completion, total cost? 

Mr. Gorvon. No, sir, I do not know that offhand because it is in the 
preliminary planning stage. 

Mr. Passaan. We shall have to draw on our faith again on that one. 

Mr. Gorvon. We are not sure what the French are going to supply. 

Mr. Passman. They might not supply anything. 
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PERSONNEL OFFICE PROJECT 


The personnel office project, programed at a cost of $100,000, is 
designated as an old project, on page 112, but page 110 indicates 
this project will be undertaken in 1961 as a followup of a study 
trip made to the United States by the Director. Would you care to 
comment on this item 4 

Mr. Gorvon. It is shown as continuing, simply because it is that 
followup but this fiscal year 1961 item is a new phase of an old project. 

Mr. Passaan. Come again / 

Mr. Gorpon. It isshown as “continuing.” 

Mr. Passman. It isshown as continuing, but it is a new phase of an 
old project, and that puts it in the category of a new project, one 
in between, or continuing ? 

Mr. Gorpon. Which one were you speaking of again / 

Mr. Passman. The personnel office project, programed at a cost 
of $100,000, is designated as an old project on page 112, but page 110 
indicates this project will be undertaken in 1961. 1 cannot under- 
stand how that will be an old project if you are not going to start 
until 1961 

Mr. Gorpon. The old phase of this project was mainly the partici- 
pant training started in 1959. 


PITASING OF PROJECTS 


Mr. Passman. Doall of these have more than one phase / 

Mr. Gorpon. Many of them do, sir. 

Mr. Passman. I do not believe it is brought out in your justifica- 
tions: is it? 

Mr. Grant. On your major projects that are covered in the major 
project book, there would be a description of the phases that the 
project may have gone through. 

Frequently a project is started by funding this one year the equiv- 
alent of let’s say preliminary feasibility survey and this would be the 
first phase and if the preliminary feasibility survey develops an as- 
sessment that the project is worth going into a larger second phase, 
and that is funded subsequently, we still call that one project, even 
though you have had two distinct phases. 

Mr. Passman. If it is an old project and will be undertaken in 1961, 
that will be the second phase of it: is that correct / 

Mr. Gorvon. If it is an old project which started in 1959, there is 
a new phase of it in 1961 which consists of $100,000 involving one 
U.S. technician, five participants. 

Mr. Passman. It wasastudy mission of one man ? 

Mr. Gorvon. The first phase. 

Mr. PassmMan. What did that cost ? 

Mr. Gorpon. I do not have the previous obligation, but I have an 
indication that, upon completion in 1962, the total cost will have been 
$282,000. 

Mr. Passman. But you started off on 

Mr. Gorpon. $100,000. 

Mr. Passman. You started off on $282,000. 

Mr. Gorpon. $5,000 in fiseal 1959. 

Mr. Passman. That was for the trip over, the one technician. 
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Mr. Gorpon. One participant. 

Mr. Passman. That looked small to this committee, I am sure, when 
that item appeared in 1959. I believe you are optimistic in thinking 
you will complete this, and you are still not dealing with pe1 rsonnel, 
for $282,000. Gentlemen, we could be of help to you if we goa little 
bit further into these little things which grow into big things. 

Mr. Gorvon. The Tunisian civil service director was over here on a 
training grant and studied American systems. He asked for help in 
Tunisia to set up a job classification system in their civil service. So, 
we are following through with a later phase now where we are pro- 
viding a technician and training. 

Mr. Passman. But if he had stayed home we would have saved 
$282,000, in all probability : would we not ? 

Mr. Gorvon. IT suspect our aid level in Tunisia‘ would have been 
about the same. 

Mr. PassmAn. If you had not spent it on that, you would have 
found some other place. 


REGIONAL AND UNDISTRIBUTED 


Mr. Passman. Finally, “Region: J and undistributed.” What 
amount did you have for this category in 1959? 

Mr. Gorpor. $211,000, sir 

Mr. Passman. In fiseal 1960? 

Mr. Gorpon. S8+40,000. 

Mr. Passman. The request for 1961 ? 

Mr. Gorpon. We are asking for $45,000. 


Mr. Passman. Why did you need so much money in previous years, 
and you are requesting a smaller amount for fiscal year 1961? 


REPRESENTATIVE FOR UNITED KINGDOM DEPENDENT TERRITORIES 


Mr. Gorvon. The 1961 requirement, Mr. Chairman, is solely the 
need to continue to maintain a representative, a small office in Lon- 
don in connection with programs being administered in the United 
Kingdom dependent territories of Africa. 

Mr. PassMan. Your request for $45,000 is for two U.S. technicians 
to be located in London, England, who work with the United ae 
dom ¢ — ul offices on programs in the British oversea territories 

Mr. Gornon. Yes, sir. 

Mr. Passman. What are they getting, $22,500 each ¢ 

Mr. Gorpvon. No. That. includes secretarial help, office rent, equip- 
ment, and so forth. They are not high-paid personnel. 

Mr. Passwan. All of the other money was spent maintaining these 
people in the United Kingdom ? 

Mr. Gorvon. The rest of the $45,000? 

Mr. Passman. The previous amount in 1960 of $840,000. 

Mr. Gornon. The staff was larger and there were other obligations, 
sir, 

Mr. Passman. How many did you have in London, England, in fis- 
cal 1959? : ; 

Mr. Gorvon. The London part of it. was about the same in 1959 and 
in 1960. T have not been intimately familiar with this. 
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Mr. Passman. What did you do, transfer personnel out / 

Mr. Gorvon. No. The 1959 amount of | $211,000 consisted of the 
London staff plus $10,000 for U.S. book exchange activities, plus a 
contribution for a publications project, plus the National Ac ademy of 
Sciences contract. That was $150,000. That was the biggest chunk 
of it there. 

Mr. Passman. Is that the one which cost us $1,113,000 to train the 12 
people for Libya ¢ 


NATIONAL ACADEMY OF SCIENCE CONTRACTS 


Mr. Gorvon. No, sir; the national Academy of Sciences—— 

Mr. Passman. That was in that $150,000 special contract 

Mr. Gorpon. $150,000. 

Mr. PassmMan. How much did they get out of it ? 

Mr. Gorvon. The National Academy of Sciences / 

Mr. Passman. Yes. 

Mr. Gorpon. $150,000 is obligated for that. 

Mr. Passman. Out of the $840,000 ¢ 

Mr. Gorpon. Out of the $210,000 in 1959. 

Mr. Passman. What are they getting out of the 1960 fund ? 

Mr. Gorpon. Nothing for the NAS contract. That was a one-time 
proposition. 

RESPONSIBILITIES OF LONDON OFFICE 


Mr. Passman. Will you give us the salaries and allowances for each 
one of these people loc ated in London? 

Mr. Gorpvon. I will furnish that for the record, sir. 

Mr. Passman. And their duties. 

Mr. Gorpvon. Yes, sir. 

(The inform: ation supplied may be found in the appendix, p. 2933.) 

Mr. Passman. You could not tell us at this time what these two 
people do in London, in a program which no longer continues? Yet 
you are maintaining two people in London, England, far removed 
from the location. 

Mr. Gorpon. Their work, sir, is connected with our programs in the 
Federation of Rhodesia and Nyasaland, Kenya, Tanganyika, Uganda, 
Nigeria, and Sierra Leone. They handle all ICA relations with the 
colonial office. They also handle all our coordination with the 
United Kingdom on what they and we are doing in Africa develop- 
ing joint planning, exchange of information, and so on. 

Mr. Passwan. But actu: ially there is no technical knowledge being 
imparted by these two men in London? 

Mr. Gorpon. No technical assistance to the United Kingdom; no. 

Mr. Passman. Just salary, then. I do not want to be discourteous 
to these two men, but I think I must hi ave had it accurate to start with, 
that their main responsibility so far as helping the technical aid pro- 
gram is cashing those checks every month. 

Mr. Gorvon. No; they are a very hard-working pair of people. 

Mr. Passman. What work do they do? 

Mr. Gorvon. We will provide that for you. 

Mr. Passman. You seem to know they are hard-working people. 
It looks as if you could tell us what they are doing. 





Mr. Gorpon. They receive all of the requests submitted from 
Salisbury for the Federation of Rhodesia, and Nyasaland, and those 
from Kenya, Tanganyika, and Uganda in Africa—all of these areas 

1 Africa that are not yet independent. 

Mr. Passman. You are Just squeezing an additional $45,000 out 
of this regional and undistributed program, but in reality they are 
working in these countries where you have substantial increases in 
technical aid? 

Mr. Gorvon. They are handling all our relations with the United 
Kingdom Government with respect to these areas in Africa which are 

not et independent, sir. 

Mr. Gran. They are servicing several country programs. 


BASIS FOR FUNDING OUT OF REGIONAL AND UNDISTRIBUTED 


Mr. Passman. But why squeeze it out of the regional and undis- 
tributed? You had $840,000. Now you have $45,000 spec ific ally in 
regional and undistributed. Yet their work will be in connection 
with a larger program in several of the countries. 

Mr. Grant. Sir, since we cannot readily attribute their services to 
anyone—as you notice in the book, we have a separate program for 
Nigeria, a separate one for British East Africa—it was felt to be 
more desirable to fund these people in a regional account rather than 
to split their costs in half and attribute them to several different coun- 
try programs. 

Mr. Passman. You had $840,000 in 1960. How many personnel do 
you have being pi aid out of the appropriation now ? 

Mr. Gorvon. Being paid out— 

Mr. Passman. Out of the regional and undistributed of $840,000 in 
1960. 

Mr. Gorvon. The 1960 program included a number of regional 
projects. We did not have to hire any more people in London. 

Mr. Passman. Those people are being absorbed in this other field 
of activity in other countries? The projects you had working out of 
the regional and undistributed are now being handled by allocations 
to individual countries, Central and East Africa and West Africa / 

Mr. Gorpon. No, sir. They were one-time regional projects. They 
are not being absorbed anywhere. 

Mr. PassmMan. Actually, there is no saving here. It is a question 
of transfer. 

Mr. Gorpon. No,sir. Transfer to where, sir? 

Mr. Passman. Transferring the technicians in to the several coun- 
tries in Africa. 

Mr. Gorpon. No. sir. 

Mr. Passman. I do not know how you could account for $840,000 
one year and $45,000 for the next year, unless it is something with 
the technicians. 

Mr. Gorpon. We had a number of regional training projects in this 
account last year where we brought participants from several dif- 
ferent African countries here for training. It was a one-time proposi- 
tion. We have discontinued that. 

Mr. Passman. It was not successful ? 

53909—60—pt. 215 
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Mr. Gorpvon. Yes, it was very successful, but the training was com- 
pleted. 

Mr. Passman. But you are maintaining these technicians. Even 
after the project hes been completed you are still keeping two techni- 
Cl an the payroll! out of this fund. 

Mr. Gorpon. I am sorry, sir. Those technicians have nothing to 
do with the regional projects. 

Mr. — AN. Why did you put them in regional, then / 

Mr. Gorpon. They have to do with the administration of our pro- 
gram in the British territories of Africa, but not with the other re- 
gional projects which were funded out of this account. 

Mr. Passman. Thank you. I hope I do not have to try to explain 
this. 

Mr. Taber ? 


PER CAPITA GROSS NATIONAL PRODUCT IN) RILODESIA 


Mr. Taser. Is it not a fact that Rhodesia is a prosperous com- 
munity / 

Mr. Gorpon. Mr. Taber, the statistics I have lump the Federation 
together, Nyasaland and the two Rhodesias. If you take them to- 
gether, their per capita GNP is $155. That is mute ‘h higher than many 
other parts of Africa, where it runs as low as $35; $155 is still quite 
a low figure for per capita GNP. 

Mr. Taner. It is as big as many of them, is it not? It is as big as 
Russia’s or bigger. 

Mr. Gorpvon. It is only half that of Spain, and Spain is the lowest 
in Europe. 

Mr. Taser. What are they ¢ 

Mr. Gorpon. Spain is around $300. 

Mr. Taper. $300? 

Mr. Gorpon. Yes. This is $155 for the Federation. 

Mr. Taper. That is not a very low figure, considering everything. 
They have a lot of diamond mines and gold mines. They dig out many 
minerals for which they receive money. 


DISTRIBUTION OF INCOME 


Mr. Gorvon. There is a great disparity in the Federation, with 
those who do profit from the extractive industries being fairly well off, 
but a large percentage of the population is extremely poor. 

Mr. Taser. If - are distressed in the territory or do not have 
enough to live on, I do not know why it is that their people are not 
taxed to meet it. In my country that is what happens. I should sup- 
pose these folks should be treated the same w ay. We should not be 
out urging people to take relief of one kind or another unless the local 
people have exhausted their resources to take care of their own prob- 
lems. I wonder what you have tosay about that. If we do not balance 
up these things, this w hole structure is going to ¢ ollapse. We are fool- 
ing with fire. 

COST OF TECHNICAL COOPERATION 


Mr. Gorpon. Our total assistance to the two Rhodesias and Nyasa- 
land was about $100,000 involving technical cooperation. 
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Mr. Taper. How much ¢ 

Mr. Gorpvon. About $100,000 to the Federation. 

Mr. Taper. Theat cannot do them much good, and the principle of 
the thing does them a lot of damage. I think it is about time that some 
of the officials woke up and met their responsibilities. Maybe it is up 
to this committee to do something about it. 

Mr. Passman. Thank you very much, gentlemen. 


WepNEsDAY, May 4, 1960. 


TECHNICAL COOPERATION, NEAR EAST, AND SOUTH 
ASIA 


WITNESSES 


HON. PARKER T. HART, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR NEAR EASTERN AND SOUTH ASIAN AFFAIRS 


DEPARTMENT OF STATE 


THOMAS K. WRIGHT, DIRECTOR, OFFICE OF REGIONAL AFFAIRS, 
NEAR EASTERN AND SOUTH ASIAN AFFAIRS 


HARLAN P. BRAMBLE, ACTING DIRECTOR, OFFICE OF INTERNA- 
TIONAL RESOURCES 


INTERNATIONAL COOPERATION ADMINISTRATION 


CARTER IDE, CHIEF, NEAR EAST AND SOUTH ASIA OPERATIONS 
PROGRAM STAFF 


ANDREW JACKSON BENNETT, ICA REGIONAL DIRECTOR FOR THE 
NEAR EAST AND SOUTH ASIA 


Mr. Passman. We shall now consider the request for funds for the 
technical cooperation program for the Near East and south Asia. 
We have with us to testify for the item, the Honorable Parker T. 
Hart, Deputy Assistant Secretary of State for Near Eastern and 
South Asian Affairs, and other witnesses. 

Mr. Hart, have you a statement to make to the committee? 

Mr. Harr. I would be very happy to. 

Mr. Passman. You may proceed, sir. 


GENERAL STATEMENT ON NEAR EASTERN AND Soutn Asian Murua 
Security ProGRAMS 


Mr. Hart. It is a pleasure to appear before you in support of the 
administration’s mutual security program for the fiscal year 1961. 

I should like to review brietly the political developments which 
have taken place in the Near Eastern and south Asian area during 
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the past year, and to discuss the important role the mutual security 
program plays in the achievement of our foreign policy objectives 
in this part of the world. 

I will not take the committee’s time to go into the background of 
the many problems which make diflicult the attainment of the goals 
we seek, You are aware that the peoples of this area are dem: inding 
change and improvement. Progress is hampered by many factors, 
including the lack of adequate resources, basic social and political 
problems, threats of internal subversion, fear of external aggression, 
and the several deep-seated conflicts among peoples and countries. 


U.S. AREA PROBLEMS AND OBJECTIVES 


Our objectives in the Near East and south Asia are, first, to support 
the security of those independent countries determined to resist the 
subversive threat of international communism. Second, to encourage 
the countries of the area to resolve their disputes in accordance with 
the principles of the charter of the United Nations. Third, the 
encouragement and promotion of human betterment throughout the 
area. The mutual security program is essential to the achievement 
of these objectives. 

The amount requested for the Near East and south Asian area 
in fiscal year 1961 is $803.2 million. Of this sum, the largest item is 
the military assistance program figure of 3457.9 million—up S203 
million from fiscal year 1960. This increase reflects the cost of force 
improvement and force maintenance required to maintain a minimum 
defense posture on the part of our NATO and CENTO allies in the 
area. 

The $206 million requested for defense support represents a modest 
reduction from the previous year, as does the S70 million requested 
for special assistance. 

Aid to the Palestine refugees will require 315.5 million in new 
funds to meet our UNRWA commitments, provided the executive 
branch’s request for the elimination of the requirement earmarking 10 
percent of the appropriated funds for repatriation or resettlement of 
the refugees is granted. 

The amount requested for technical cooperation remains approxi 
mately the same as last year and is designed to carry forward a nwn- 
ber of essential programs. 

We feel strongly that the appropriation of the amounts requested 
is important to the security of both the United States and the free 
world. 

In my area of responsibility there is a good part of the peoples of “ 
the world ins to remain free while confronted by limited 1 
sources and the blandishments offered by masters of the C renal 
world. Fifteen nations are involved, differing widely in many re- 
spects, but having in common one thing—the desire to remain free 
from outside control and choose their own way of life. Some of these 
countries have enjoye «l independence for centuries. Others achieved 


independence only since World War Hl. But all want to stay inde- 
pendent. 
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DEFENSE SUPPORT 


Greece, ‘Turkey, Iran, and Pakistan have in common a firm, un- 
swerving and announced posture against Communist encroachment of 
any kind. The $206 million of defense support will be used exclu- 
sively in these four countries. Despite the progress which has been 
made, their economies are still unable to bear the full cost of neces- 
sary defense. It is planned to continue to each some defense support 
assistance, although on a reduced scale. 

Iran, under the firm leadership of the Shah, continues to be im- 
pertant to free world and U.S. security interests in spite of a hostile 
and abusive propaganda campaign conducted by the Soviet Union and 
its allies, starting in 1959, and in spite of other Soviet threats, Iran 
has refused to renounce its agreements with the free world, and has 
continued to maintain a common cause with other free nations of the 
Central Treaty Organization (CENTO) and the United States. Iran 
has made some headw: ay during the past year in a number of economic 
fields, and is currently at the hi alfw: ay mark in a major 7-year economic 
development program. In addition, with U.S. help, it has improved 
its armed forces to a considerable degree. Rec ently, however, there 
has been a disturbing inflationary tendency with which the Iranian 
Government is attempting to deal. 

Pakistan is a member of both CENTO and SEATO. It maintains 
its firm anti-Communist policy and, at the same time, has made some 
economic progress. It remains clearly in the U.S. interest to main- 
tain our support for the independence of our stanch ally, Pakistan, 
by enhancing its economic and military strength. Pakistan is a good 
example of the way we can cooperate through the mutual security 
program with a strong and friendly government, and can advance 
the interests of both by contributing to the achievement of economic 
development, defensive military strength and political stability. Dur- 
ing the past year Pakistan, under President Ayub Khan, consolidated 
its internal ‘position, instituted reforms, checked inflation, and im- 
proved government operations and fiscal management. An export 
incentive scheme together with effective restrictions in imports helped 
reduce a seriously adverse balance of payments. <A land reform pro- 
gram has been initiated in West Pakistan to redistribute selected land- 
holdings among landless peasants, and incentives to agricultural 
production are being adopted. 

Important to the stability of south Asia were the advances made in 
1959 toward reducing Indian-Pakistan tensions. The two countries 
made substantial progress during the year toward solving some of their 
differences, including frontier problems, and appear on the threshold 
of an agreement regarding the use of the waters of the Indus complex 
of rivers. 

The strong defensive posture of the Greeks and Turks vis-a-vis the 
Communist world is no artificial creation. These countries have had 
a long experience with their neighbors to the north, and even if no 
free world aid were available, they would strain their resources to 
maintain what they consider they need in the way of an adequate mili- 
tary posture. They are a stalwart, resolute people who share our 
detestation of Communist imperialism and with whom our mutual 
defense arrangements are practical and meaningful. 
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SPECIAL ASSISTANCI 


Turkey, Iran, and Pakistan are all members of the Central Treaty 
Organization, or CEN TO, the new name of the Baghdad Pact, the pur- 
pose of which is to provide collective security through united action. 
We pl: in to continue to give CENTO our close support through eco- 
nomic activity designed to further the ternd toward greater region- 
alism. The CENTO area’s critically inadequate internal communi- 
cations systems—rail, road, and telecommunications—are being im- 
proved. We are also complementing our bilateral agreements by 
giving technical assistance to those activities which can be more effec- 
tively carried out by means of a regional approach. 

During 1959 the United States continued to manifest its friendship 
for Jordan by extending substantial economic assistance. Under the 
leadership of King Hussein, Jordan is firmly committed to the free 
world and maintains close relations with the United States. Tt is in 
a sense a keystone in the preservation of the existing equilibrium of the 
Near East. Unfortunately, with its present resources Jordan does not 
have a viable economy. Assistance under the mutual security program, 
the UNRWA refugee relief program, and on a smaller seale from the 
Government of the United Kingdom are all required to assure its con- 
tinued existence. In this way funds voted by your committee have 
contributed substantially to preserve the political stability and the 
deve ‘lopment of the e “OnomMy of this small countr Vv as well as the area 
in which it is strategically located. 

Afehanistan with its lone frontier with Russia continues to be a 
target of Russian expansionism. The Sino-Soviet economic and mill- 
tary assistance, together with a cultural offensive, began in 1954. They 
have reached large dimensions and Afehanistan now looks more and 
more to the U.S.S.R. for both trade and aid. Afehanistan continues 
to assert its strict neutrality as between Fast and West and seeks to 
maintain friendly relations with both the Communist bloc and the 
free world. We believe Afehanistan desires to maintain its inde 
pendence and remain free of the political or economic domination of 
any country. The funds requested for Afghanistan for fiscal vear 1961 
will enable us to carry forward certain essential projects begun 1 


prior vears. Particular emphasis is being placed on transportation 


and education. Our objective is to keep open Afehanistan’s access to 
the West. We do not believe it should be left solely dependent on the 
Communists. Afehanistan’s relations with Pakistan continue to be 
strained as a result of a dispute regarding the status of the Pushtu- 
speaking tribes on both sides of the Pakistan-Afghanistan border. 
Rel: itions between n Afghanistan and Tran continue to be plagued by con- 
flicting claims involving the use of the waters of the lower Helmand. 


As in the case of Afghanistan we are conducting in the UAR and 


Yemen projects designed to provide those countries with an alterna- 
tive to large scale Communist bloe aid. The fact that these e ountries 
are receiving aid from the Communists does not affect our interest mM 
their stability and progress. 


PALESTINE REFUGEES 


The pressing and crucial element of the Palestine refugee program 
continues to be the care and future of the refugees themselves. We 
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would be deluding ourselves were we to say that there is hope on the 
horizon for an early solution of this distressing problem. To date, 
despite the efforts of the United States, and the equally sincere efforts 
of other members of the United Nations, neither the Arab States nor 
Israel have shown the degree of willingness to negotiate or to make 
the compromises necessary to insure a peaceful and ‘last ing settlement. 
The Congress is accordingly being asked to authorize $18.5 million in 
new money and permit the ee of $6.5 million unused 
funds as the U.S. contribution to UNRWA for the continued care of 
the Palestine refugees. An in past years, we do not envisage that our 
contribution will exceed 70 percent of the total Government contribu- 
tionsto UNRWA. 


INDUS WATERS 


Since the partition of India in 1947, one of the two major disputes 
which have embittered relations between India and Pakistan has in- 
volved the use of waters of the Indus River system. The problem 
arose from the fact that the border demarcation between India and 
Pakistan cut across the six major rivers of the Indus River system, 
giving control of the upstream waters of those rivers to India. India 
wished to expand its use of these waters; Pakistan was fearful that 
its supply of these waters might be cut off or seriously curtailed by 
Indian action. The two Governments started negotiating under the 
auspices of the International Bank for Reconstruction and Develop- 
ment in 1952, and in the summer of 1959 agreement in principle was 
finally reached on a Bank plan designed to insure the supply of 
water to both parties. 

The two Governments are now engaged in negotiating a definitive 
water treaty. The Bank is hopeful that within 2 months India and 
Pakistan may be able to agree on all outstanding points. Construc- 
tion of the system of irrigation and power works proposed by the 
Bank will require about 10 vears and cost on the order of the equiva- 
lent of $1 billion. 

Together with Australia, Canada, Germany, New Zealand, and the 
United Kingdom, the United States proposes to participate in the 
international financing plan which the World Bank will administer. 
The contribution proposed by the Bank for the United States con- 
sists of $177 million in grant aid, $103 million in loans, and $235 
million in local currencies to be derived from the operation of various 
U.S. programs in Pakistan. 

These ‘figures will give you an idea of the dimensions of this vast 
undertaking. However, the IBRD estimates that only about $13.6 
million in foreign exchange and $22 million in local currency will be 
required in fiscal year 1961 from all contributors. The estimated 
U.S. contribution is about $7.3 million in dollars and approximately 
$11.5 million in local currency. 

Subject to congressional concurrence, the Government of the United 
States proposed to assist this project financially not only because it 
would lessen tensions between India and Pakistan but also because 
of our interest in furthering cooperatively a project upon whic h will 
depend the future welfare of some 40 million people living in the 
Indus Basin. When completed, the entire system of works will be 
by far the largest integrated irrigation project in the world. 
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I consider that the solution of this serious issue will constitute a 
major step forward in promoting peace in the area and that the 
cooperative contribution to the cost of the program on the part of the 
other countries is an ideal way to finance the solution the World Bank 
is proposing. It is most important, however, that the Congress 
should grant the President’s request for flexibility in the application 
of regulations normally applied to bilateral programs. 


TECHNICAL 





ASSISTANCE 


One of the formidable problems of the Near East and south Asia 
is the shortage in human skills of the kinds needed to move forward 
on the road to social and economic progress. ‘Technical cooperation 
marshals the proven skills and techniques of the more advanced 
nations for the attack on the economic and social problems of the 
less developed countries. The technical cooperation program demon- 
strates directly and personally, as few other efforts can, that we 
identify ourselves with the aspirations of the underdeveloped na- 
tions. The assistance offered under the technical cooperation pro- 
gram is tailored to the needs of the recipient countries. Of the $45 
million in technical cooperation money requested for the Near East 
and south Asia, nearly half is earmarked for south Asia. Through 
our long-established program of technical cooperation, we make a 
major contribution toward satisfaction of the desire of the under- 
developed countries for growth in knowledge and technical capacity. 

During the last decade the MSP and its predecessors have con- 
tributed substantially to the peace and stability of the Near East and 
south Asia. It has deterred aggression and preserved the freedom 
of independent states menaced by Communist subversion. Step by 
step it has created in the minds and hearts of millions of people 
throughout the area an image of the United States as a nation dedi- 
cated to the cause of world peace. We think that the American peo- 
ple have been well served by the mutual security program and that 
it is essential to continue its important role in the conduct of our 
foreign affairs. 

Mr. Passman. Thank you, Mr. Secretary. 

Mr. Harr. Iam at your disposal for questions. 
(Off the record. ) 


INFLATED REQUESTS ALLEGED 

Mr. Passman. We had every reason to believe that this program 
this year would be substantially less than last. But almost every 
region, area, nation, and item—and there are many in the overall 
bill—is inflated. I have information from several quarters, one of 
them particularly the Wall Street Journal, which stated that someone 
connected with the State Department made the statement they were 
requesting an excessive amount so when the Congress made its reduc- 
tions they would still have sufficient money to do ‘whi at they wanted to 
do. Did you happen to read that statement, Mr. Secretary ? 

Mr. Harr. No, sir, I did not. 

Mr. Passman. Have you heard about the statement ? 

Mr. Harr. No, sir, I had not. 
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Mr. Passman. I think I have it with me, and before we conclude, 
maybe you can help us shed some light on it. We are trying to find 
out how much more the Department has requested than it needs, and 
whether the statement was actually made. 

It seems that the statement, whether made or not, is at least being 
verified in fact by almost every witness who appears before this com- 
mittee. 

INCREASE IN PROGRAM 


In your region, the Near East and south Asia, in 1959 you had 
&768.108.000: last year, 1960, $614,985,000. We were looking for a 
reduction this year, but according to the table we have here, you are 
asking for $803,228,000 for this area, which is an increase. That is 
an increase of $188,245,000, Are those figures accurate ? 

Mr. Mureuy. Those are accurate figures, Mr. Chairman. 

Mr. Passman. Then, you are asking for an increase this year for 
this region of $188,245,000 4 

Mr. Murreny. Yes, sir. It is all in the military category, as you 
will see as you work across the page, Mr. Chairman. The economic 
assistance is actually $15 million lower than the previous year, fiscal 
L960, 

Mr. Passman. That is a very commendable amount, but it follows, 
nevertheless, that the total requested is $803,228,000, which is an in- 
crease of $188,245,000 over last year, When you put it all together. 

Mr. Murrny. That is correct, Mr. Chairman. 


AFGILAN POWER PROJECT 


Mr. Passman. I have before me an article from U.S. News & World 
Report of October 26, 1959, captioned, “Costly Power Project Now 
Worries Afghans.” 

(Juoting: 

Afghanistan now looks upon the principal U.S. investment in that strategic 
country as a possible “white elephant.” 

Did you happen to one that article / 

Mr. Murrny. No, sir; I had not seen this article before. 

Mr. PassMan. Puta cane in your pocket. I continue to quote: 

Prince Mohammed Naim, Afghanistan’s Foreign Minister, so indicated in Wash- 
ington on October 14. He referred to the Helmand Valley irrigation and power 
project, for which Afghanistan has borrowed $49.5 million from the Export 
Import Bank, matching that amount with capital of its own. 

Mr. Granr. As you know, sir, this is primarily Export-fmport 
Bank. 

Mr. Passman. So, it does not make any difference whether it is a 
White elephant’ The first sentence says: 

Afghanistan now looks upon the principal U.S. investment in that strategic 
country as a possible ‘white elephant.” 


I do not think it makes a lot of difference from which agency it 
comes. If we planned wrong, if it turns out to be a white elephant, 
in all probability there would be some argument about repayment. 

If he really feels it is turning out to be a white elephant, let us pin 
it down. 
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PORTION OF PROGRAM BASED ON POLITICAL RATHER THAN ECONOMIC 
JUSTIFICATION 


What percentage of the funds requested in this bill are based on 
political justification, rather than on economic justification, Mr, 
secretary / 

Mr. Harr. I am not quite sure, Mr. Chairman, that I understand 
exactly the nature of the question. 

Mr. Passman. We know that many of these appropriations are 
made strictly on a political basis, and not on a need basis. We cer- 
tainly woul 1 not embarrass any of our friends by naming countries, 
but [ wonder if we could est: ablish what percentage of the total of the 
several allocations is made on the basis of polities, rather than on the 
basis of economic justification. 

Mr. Harr. Mr. Chairman, it is very hard for me in my position, 
looking at this area as I do, to distinguish alw: ays complete ly | bet ween 
a political and an economic justification for a program. 

Mr. Passman. We do have both. 

Mr. Harr. We are in this area with our aid program with what may 
be called a broad political objective 

Mr. Passman. I am not really thinking of the broad politic: al ob- 
jective, Mr. Secretary. Even though a witness m: iv say all of it was 
economic, I know a good part of it is based absolute ly upon a 1 political 
consideration, and not upon the basis of economic justific ation. That 
earries through in the military. I know one country in one part of 
the world where the head of the nation wanted 12 of our most mod- 
ern and expensive fighters. He did not have any more use for them 
than I have fora pair of crutches. 

They said, “Well, we have to please him. At least he ean use it 
to keep his tribes peaceful.” 

That is what I am thinking about when I speak of a political ap- 
propriation. 

Mr. Harr. One of the countries in this area, sir? 

Mr. Passman. No, not in this area. I merely gave you that exam- 
ple so you would know that a lot of it is political. 

Is there any way you can break it apart in your area ? 

Mr. Harr. I find it difficult at this moment, Mr. Chairman. to reply 
specifically on how to break this down. I would have to think about 
it some more, if I may. 

Mr. Passman. Would you supply that statement for the record? 

Mr. Harr. If you wish, yes, sir. 

Mr. Passman. I think ea ill need that information. 

(The following was submitted for the record :) 


While the decision to provide assistance to another country is in itself a 
political issue, the form which such assistance may take is governed by mili- 
tary or economic considerations. At the same time, however, consideration is al- 
Ways given to the political consequences of the specific activities undertaken. 
In all cases, aid which promotes economic stability and economic growth also 
enhances the political stability of the free world and contributes to progress 
toward U.S. political objectives. 
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OBSTACLES OF PROGRESS 


Mr. PassMAN. In your statement, you said: 


Progress is hampered by many factors, including lack of adequate resources, 
basic social and political problems. 

Would you elaborate on that comment just briefly / 

Mr. Harr. Yes, sir. I think an example of that is the case of 
Jordan, a small country which appears even now, after extensive sur- 
vey of its possibilities, to have quite inadequate resources, so far, at 
least, in a promising stage. One of our greatest problems * to con- 
tinue the research and try to find new ways in which a country like 
Jordan can develop resources, not only minerals and things that are 
in the ground and which are hard to find but also the skills of its 
people which would give it some pliability. This is one of the 
examples of sheer lack in a country not well endowed physically. 

Mr. PassMan. On page 2, you state: 

The amount requested in the Near East and south Asian area in fiscal year 


1961 is $803.2 million. Of this sum the largest item is in the military assistance 
program figure, $457.9 million, up $208 million from fiscal year 1960 


FINDINGS IN COMPTROLLER GENERAL'S REPORT 


We held hearings in some of the nations of the world in which we 
were told there was excess equipment. In some instances the amount 
of excess equipment that they had available to be shipped out to 
laos countries went into staggering figures. 

The Comptroller General stated that there were 10 nations where 
the military had forced the nations to accept more equipment than 
they neede d, and which they could utilize. 

Are you familiar with the ( ‘omptroller General’s report on the 10 
nations, and do you know whether or not any of them would fall into 
your area ¢ 

Mr. Harr. I am not familiar with that report, sir, but it is possible 
that one of my ontioagnes here would be. 

Mr. PassMan. Have any of you read that part of the report of the 
Comptroller General ak stated that excess military equipment is 
being sent into 10 nations? We, ourselves, found where a lot of 
military equipment had been sent in excess of the actual needs. 

Would you prefer we defer that until the military people appear 
before the committee 

Mr. Harr. Yes, sir. 

Mr. Passman. I bring that up only because in your general state- 
ment you mentioned the additional money requested. 

I imagine that, too, was worked up by the military; was it not? 

Mr. Harr. Yes, sir. 

Mr. Passman. I believe Tran is in your area? 

Mr. Harr. Yes. 
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GOVERNMENTAL AFFAIRS INSTITUTE CONTRACT IN’ IRAN 


Mr. Passman. Iran has made some headway ina numbe nee semana? 
fields. Yousay “It is currently at the halfway mark in a major ¢-year 
economic development program.” 

Are you familiar with the Governmental Institute contract with 
Iran and the technicians we sent out 4 Ilave you had the pleasure of 
meeting any of them ‘ 

Mr. Harr. Not the Governmental Affairs Institute people. I have 
met some of the Institute men in the past but not in this field. 


CONTRIBUTION TO UNRWA 


Mr. Passman. I shall make a point by quoting: 


As in past years we do not envision that our contribution will exceed 70 
percent of the total Government contribution to UNRWA. 

That really does not bring too much encouragement to the com- 
mittee, does it, as we already contribute 70 ? 

Mr. Harr. I agree. I think it should be said we have no intention 
of its exceeding 70 percent. 

Mr. Passman. | hope not, unless we just want to assume all of it. 


InNpus Waters Proseci 


Into what nation, or nations, does this particular area of Indu 
waters fall? 

Mr. Harr. It falls in Pakistan and India exclusively. Although 
some of the headwaters of some of the tributaries of the system arise 
in Tibet, this affects to all intents and purposes only Pakistan and 
India. 

Mr. Passman. Hydroelectric power and irrigation ¢ 

Mr. Harr. Yes. 

Mr. Passman. You have both of them / 

Mr. Harr. Both are involved. 

Mr. Passman. I quote: 

Construction of the system of irrigation and power works proposed by the 
Bank will require about 10 years and cost on the order of the equivalent of $1 
billion. 

Is that correct ? 

Mr. Harr. Yes, it isa very large project. 


IRRIGATION AND POWER 


Mr. Passman. What part would be for irrigation, and what part 
for development of power ¢ 

Mr. Grant. We would be prepared to get into more detailed dis- 
cussion with later witnesses on the specific appropriations as distin- 
guished from the political justification which Secretary Hart has 
given. 

Mr. Passman. I should think that the Secretary would like to elab- 
orate briefly. 

We should like to have the benefit of your views, sir. 

Mr. Harr. I will be glad to give them, sir. 
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We have here a breakdown. This shows that, as far as India is 
concerned, gross agricultural production would cover 4.4 million 
acres In two different areas, at a total cost of $133 million. 

In Pakistan 4.8 million acres would be covered at $144 million. 
That is a grand total of $277 million as to gross agricultural 
production. a ; a 

The planned irrigation, as far as India is concerned, is divided be- 
tween the Raj: isthan, the big desert area to the south of Kashmir, 
running into the Punjab area and into Pakistan, a huge desert area 
which they want to develop; 2.6 million acres of crops would be 
brought in. 

Planned extension of existing areas on top of that total 1.8 million 
acres of crops would make a total of 4.4 million acres. 

Pakistan would have 4.8 million acres of additional crops, making a 
total of 9.2 million acres of crops for both areas affected. 

Dams, connecting links, canals, barrages, tube wells, and drainage 
comprise the project and excluding cost of power construction and 
onfarm capital expenditures, would be for India $325 million, for 
Pakistan $801 million, or a grand total of $1.126 million. 

Mr. Passman. Those are the benefits derived from it after con- 
struction ? 

Mr. Harr. No, these figures are the cost of the project. 

I will see if we have anything further on power. 

Mr. Wricirr. This area supports forty million people. 


ULTIMATE TOTAL U.S. CONTRIBUTION 


Mr. Passman. Of the $1-billion-plus, in your considered judgment 
what amount will the United States eventually contribute ¢ 

Mr. Harr. The proposal] for our * contribution is $177 million in 
erants, $103 million in loans, and $235 million in local currencies. 

Mr. Passman. Belonging to our ponte’ 2 

Mr. Har . Dollar equivalent of local currencies derived from oper- 

ations of U.S. programs in Pakistan. 

Mr. Passaan, Generated from an original dollar appropriation ? 

Mr. Harr, Yes, sir. 

Mr. Passman. What does it total in cost to the American taxpayer, 
when you add the three figures ? 

Mr. Meurpny. $515 million. 

Mr. Passman. Over one-half billion dollars, if the estimates hold 
cood. 

Mr. Harr. That is right. 

Mr. Passman. And if they hold good in Pakistan, we should bring 
those engineers to America, because the estimates on well-planned 
projects here in America do not usually hold firm, even in my own 
section of the country, where we are at the mercy of the Congress 
for funds for control of the mighty Mississippi and its tributaries, 
in that up to 42 percent of all the waterflow in our Nation must drain 
through my State to reach the Gulf of Mexico. Even so, practically 
without exe eption, the completed project always exceeds by 
stantial mar gin the original estimates. 

This is the present- day estimate ? 

Mr. Harr. That is right. 

Mr. Passman. It could be much more expensive than that. 


a sub- 
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Mr. Harr. That is possible, sir. 

Mr. Passman. As it stands now, we are about to get ourselves com- 
mitted in the amount of over one-half billion dollars on just one proj- 
ect in those two countries. Is that about it ? 

Mr. Harr. That is about it, sir. 

Mr. Passman. Thank you. 

[ might state, Mr. Secretary, that notwithstanding the fact that 
the original request for this one facet of the foreign-aid program was 
$4,175 million, what we are discussing now is something 1 in the future. 
Thus far there has been no appropriation; nor has there been a 
request / 

Mr. Harr. That is right, 

Mr. Passman. You are fair about that. 

Mr. Harr. Is that right, Mr. Murphy? You speak of the total of 
the project ? 

Mr. Merruy. Local currency. 

Mr. Passman. Do you know whether or not there is any dollar re- 
quest in this budget, Mr. Murphy, for thie project. 

Mr. Murrny. There is not, Mr. Chairman. The local currency of 
$235 million about which the Secretary has spoken will have been 
generated in the past under Public Law 480 programs, for example. 

To the extent that dollars would be needed for grant assistance in 
1961 on this project, they would in all probability have to come from 
the contingency fund. 


PROBABLE FINANCING OUT OF CONTINGENT FUND 


Mr. ae Here is a project that will cost the American tax- 
payer, we have established for the record, $515 million, provided the 
present estimates remain firm; but you are requesting no dollar appro- 
priation in this year’s budget. Nevertheless, you state that in all prob- 
ability vou would take funds out of the contingent appropriation to 
start the project. Is that correct? 

Mr. Mcrriy. To the extent that dollar assistance for grant pur- 
poses 

Mr. Passwan. Why would it not be better to get this program firm, 
and to come in and justify the funds, rather than to go the way of this 
contingent fund which appears to be so sacred to so many? You start 
a half-billion-dollar project from the contingent fund, and we are 
hooked. There is no way out once you get in. 

Mr. Merrry. Mr. Chairman, in the first place, there is no way that 
you can firmly estimate at this point what dollars will be required for 
grant assistance in 1961. There may be none of it. 

Mr. Hart’s statement indicated that the IBRD estimate for the 
total dollar cost in 1961 was only $13.6 million. There are several out- 
fits contributing to this. 

Mr. Passman. You stated it would cost the American taxpayer In 
the three counts alone some $515 million, which is over a half billion 
dollars: and it is conceivable that the project would cost us more than 
that. This is just the original planning we are getting into here with 
$515 million. 

Mr. Grant. I might say, sir, that it was just out of the kind of 
concern that you have here that we felt it was desirable to include 
in the authorizing legislation a new section, I believe section 404, 
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which specifically called the attention of Congress to this particular 
project, so that we can have full and conscious recognition of this 
particular project by the Congress of the United States. 


PRESENT STATUS OF PROJECT 


Mr. Passman. What is the present status / 

Mr. Taser. You mean they had doubt about it / 

Mr. Passman. What isthe present status of this project ? 

Mr. Grant. The authorizing legislation in both Houses has been 
enacted, section 404. I understand there are some differences between 
what was authorized on the House side and on the Senate side to be 
resolved in conference. 

Mr. PassmMan. I certainly make no reflection on the two committees 
concerned with this, but you get just about what you want in those 
bills. 

As far as I am concerned, I hope there is some way to check this. 
We can get involved there in one project alone that may cost us $1 
billion. 

Mr. Gary ? 


SUBMERSION OF EGYPTIAN MONUMENTS THROUGH CONSTRUCTION OF 
ASWAN DAM 


Mr. Gary. Mr. Hart, can you give us some information about the 
Aswan Dam in Egypt? We did not participate in the construction 
of this dam. However, I am getting letters from constituents with 
reference to certain ancient Egyptian monuments, that will be de- 
stroyed by construction of the dam. Can you give me some infor- 
mation about it? 

Mr. Harr. Yes, sir. In the upper Nile, above the present Aswan 
Dam which has been there for a long time, the Nile at present, even 
in high water, does not flood one of these monuments. That is the 
monument known as the Temple of Abu Simbel. This is far to the 
south near the Sudanese border. I visited it in March of 1958. 

The boat ties up there and people can go ashore and see this temple 
which is of great antiquity with four ‘colossal figures of Rameses 
carved out of the rock face, and then one can go between these figures 
into this rather spacious rock temple, which 1s very deep, and where 
there are a number of inscriptions and figures cut right out of the 
rock itself. 

This is one of the two great monuments about which a great deal 
of concern has been expressed by archeologists, and also more recently 
by the Egyptian Government itself. 

The other is flooded from time to time as the lake behind the present 
Aswan Dam rises. That is the Temple of Philae. This is just above 
the dam and usually is visited by tourists who go to Aswan. 

At high water only the very top of the structure is visible. In com- 
pletely low water, when the water has been pouring out to irrigate, 
then one can actually land and walk into this temple. 

In the ease of the latter, the building of the High Aswan Dam would 
cause periodic and much more frequent rises and falls of the water. 
This would erode the structure so it. would collapse, probably in a 
relative ly short time. 
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At present the inundation is annual. It takes place once, and then 
the water goes down; whereas in the other monument I mentioned 
in the first plac e it.is not flooded at all. 

Mr. Gary. That would be flooded / 

Mr. Harr. Up toa height of about 18 or 20 feet above the entrance 
floor. 

Mr. Gary. Continuously or periodically ? 

“Mr. Harr. It would go up and down but it would stay inundated 
because there would be such a lake there that again the action would 
be rapid inside of this big rock temple. 

Those parts which contain inscriptions, pictures, rock carvings, 
would deteriorate very fast. 

Mr. Ruopes. I am interested to know why a larger body of water 
and a larger dam would cause more rapid fluctuation. The ordinary 
situation is that the opposite is true. 

Mr. Harr. Perhaps I should be more of an engineer to reply to 
this 

Mr. Ruopes. I am not an engineer, either, except I have had some 
experience with these lakes. 

Mr. Harr. It is my understanding that the way the water would be 
utilized under the new high Aswan Dam it would involve more 
fluctuation of the lake level. 

In the case of the first se mentioned it will be different. The 
Temple of Philae will be between the new high dam and the existing 
dam. There it is subject to more fluctuation because it falls almost 
in a spillway area from the highest dam. 

Mr. Rnopes. The new high dam downstream— 

Mr. Harr. It is upstream perhaps 6 miles. 

Mr. Ruopes. Will it inundate the present dams? 

Mr. Harr. No, sir. The existing dam will be used but it will be 
more of a controlling supplementary works to the main works which 
will be about 6 miles upstream. That is my understanding. 

Mr. Ruopes. The high dam will be upstream from the existing dam? 

Mr. Harr. Yes, sir. 

Mr. Grant. The high dam is to be used for daily peaking capacity 
which would cause major flux. There would be a constant filling and 
emptying of the old dam as you get these releases. 

Mr. Ruopes. What would be the capacity of the lake behind the 
high dam in acre-feet, if you have that? 

Mr. Grant. I do not have it. 

Mr. Harr. I haven't it in acre-feet but it is my recollection that 
this would be a very long and narrow lake running around 300 miles 
upstream and well into the Sudan. It must inundate the second 
cataract of the Nile which is exposed today, and it makes uninhabitable 
a number of villages including the principal village there which is 
inside the Sudan. Those people will have to be relocated and will be. 

Mr. Ruopes. Off the record. 

(Discussion held off the record.) 

Mr. Gary. I saw . news article Sunday from which I noticed that 
one of these dams, I do not recall which it was, perhaps the Temple 
of Philae, and they said that could be saved by building a wall around 
it but it would cost $15 million. Do you know anything about that? 
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Mr. Harr. I have heard that estimate. Apparently what they had 
in mind was to put some kind of wall which would connect with the 
shore and protect this little island on which Philae stands. It could 
not help but be a very expensive proposition. 

Also the dike which would have to go around Abu Simbel would 
have to be very high and undoubtedly it would be very expensive. 


FINANCING OF CONSTRUCTION 


Mr. Gary. Are we contributing anything at all to the building of the 
dam ¢ 

Mr. Harr. Not at all, sir. We are not in this picture at all. You 
mean the high dam / 

Mr. Gary. Any of them. 

Mr. Harr. None of them. 

Mr. Gary. It is my recollection that we would not go into it. We 
put some conditions upon the construction of the Aswan Dam which 
Egypt was not willing to accept and they then turned to Russia, and 
Russia is helping to finance it. 

Mr. Harr. I was in Cairo at the time the offer was made by the 
World Bank to President Nasser. 

It is a fact that he did not accept the Bank’s offer as it stood. In 
fact, he did not accept the offer until, as I recall it, July of 1956, al- 
though the offer was really concrete much earlier than that, some 6 or 7 
months before, and Mr. Black, of the World Bank, visited Cairo in 
early February to try to finalize this matter. 

When he did finally accept the offer in July a lot of things had hap- 
pened. Our Government here withdrew the offer when he finally 
accepted it. 

You may recall that the Ambassador of the UAR announced the ac- 
ceptance as he arrived in Washington, and then requested an interview 
with the Secretary to present this acceptance to him. 

Mr. Gary. I remember very distinctly we were going to use some 
grant funds in connection with it, too. 

Mr. Harr. I believe that is right. 

Mr. Gary. Senator Thruston Morton was the liaison officer for the 
Secretary of State at that time, and he appeared before this commit- 
tee and stated that they contemplated spending some unexpended 
mutual security funds for that purpose. 

Then subsequently the Egyptian people said they would not accept 
our offer and they turned to Russia, and Russia turned them down. 

For a time the project was dormant. 

Is Russia helping them to finance it now ? 

Mr. Harr. Yes, sir,ona line of credit basis. 


PENDING LEGISLATION TO SAVE MONUMENTS 


Mr. Gary. If we are not participating in the project, why should 
we undertake to save these monuments which the project will destroy ? 
Mr. Harr. I do not think there has been any decision to do any- 
thing about this business yet but rather to await further informa- 
tion on the subject which would, I imagine, include a determination 


53909—60—pt. 2 16 









1540 


as to the extent to which other people were interested in contributing 
before we even made anything approaching a decision of our own. 

My understanding is that this is something on which we are waiting. 

Mr. Gary. Legislation is pending before the Congress to authorize 
the use of Public Law 480 local currency to save the monuments; is 
that not correct ? 

Mr. Harr. Sir, I think there is a proviso in there. 

Mr. Grant. There was a provision as it came from the Senate For- 
eign Relations Committee relating to this particular issue. 

‘Tt was further modified on the floor. This is now going to conference 
with the House committee. It can be described in ereate: r detail if you 
wish. 

Mr. Gary. Has this legislation to authorize the use of local currency 
to save these monuments passed both Houses ? 

Mr. Grant. This was not part of the executive branch request. to 
Congress. In the Senate Foreign Relations Committee a provision 
was added relating to the cultural objects on the Nile, and this was 
modified on the Senate floor. 

Mr. Taner. Why would Egypt want to destroy those monuments? 
T cannot understand why they would need to have anything of that 
kind if Egypt wanted to keep them. 

I cannot see any reason we would have to put up money to Egypt. 
I should think they would draw enough trade into Egypt and it would 
not be necessary for us to put up money. 

Mr. Gary. That is just the question Iam raising, Mr. Taber. The 
facts are that we are not putting up any money for the Aswan Dam. 
Why should we put up money for any destruction caused by the dam?! 

Mr. Taser. Those things should be protected. 

Mr. Gary. According to testimony it can be protected by the con- 
struction of walls around the monuments but at a rather large expense. 
I do not understand why we should assume this expense. 
RESUMPTION OF AID TO EGYPT 

Mr. Passman. Recently we asked for the correspondence wherein 
Egypt requested our assistance. We have learned since that there 
was no correspondence. 

Could you fill us in on this request of Egypt for mutual security 
assistance ? 

Mr. Harr. Would you like me to reply on this? 

Mr. Passman. If you like, sir. 

Mr. Harr. I was in Egypt from 1955 midsummer until March of 
1958 when I went to Damascus and was there for an additional 6 
months before returning to Washington. 

I think the purport of the question was to determine whether there 
was a specific request by President Nasser or his Government for 
resumption of aid which had been interrupted. 

In 1956, in the summer, at the time of the nationalization of the 
Suez Canal Co. by the Government of Egypt, we suspended, of our 
own accord and our own initiative, all new aid to Egypt. 

When the hostilities occurred between Israel on the one hand and 
Egypt on the other, with France and Britain entering in, we evacu- 
ated from Egypt all of our oe assistance and operations mis- 
sions except four men who acted in a caretaker capacity, and these 
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did not return for a long, long time. The same people did not return 
and the new group is much, much smaller than the other. 

When we resumed aid we did so of our own accord, and on a grad- 
uated basis, for the following reasons: 

During 1957 our relations with Egypt, the UAR not yet being 
formed, reached a very low point. Misunderstandings could hardly 


have been greater while diplomatic relations were continuing. Off 
the record. 


( Discussion off the record. ) 

Mr. Harr. At the end of the year I returned here to Washington 
on consultation and found that the general feeling here at that time 
was that if Nasser’s intentions in this} respect were borne out by actions 
which would promote the stability of the area rather than contribute 
to the contrary, as had been the case in our view for some time, we 
would be prepared to take very limited steps in his direction toward 
normalizing our relations which had been made abnormal by these 
circumstances, and one evidence of it was the suspension of our aid. 

During the course of 1958 we took some of these early steps, each 
one taken rather as a tryout to see whether or not his response was of 
a kind which would warrant going ahead with further steps. 

One of these major moves he did make was to make an agreement 
with the Suez Canal Co., whose property and interests in Egypt he 
had seized. He made his agreement with them and that was an im- 
portant turning point toward normalization. 

The first thing we did was to permit the resumption of CARE 
which utilized surplus American agricultural products through the 
CARE mechanism, and then gradually over the next period of time 
we made other limited moves. 

At the end of 1958 he did something else, but he did not do this, I 
am sure, just for our sake at all but for reasons of his own. He 
launched into a vigorous propaganda attack against Arab Commu- 
nists. He started with Syria and then broadened his attack as he 
began to get a hostile response from the Soviet bloc, until a point 
finally was reached that he and Mr. Khrushchev were engaged in 
mutual attacks over the radio. He conducted this campaign in a more 
vigorous and determined fashion than he had ever attacked the West, 
including ourselves, at the point of lowest phase of our relations. 

In effect, Mr. Chairman, he accomplished things in the Arab world 
toward awakening the Arab people to the dangers of communism 
which we could not have accomplished by ourselves through any 
medium. 

Mr. Passman. Thank you, Mr. Secretary. 

We asked earlier why we resumed aid to Egypt, and why funds are 
being requested. 

I think the answer was that because Egypt had requested the aid. 

As you say, this was done of our own free will and accord. They 
did not request it, but we merely resumed the aid program. 

Mr. Harr. Mr. Chairman, might I comment to this extent: During 
this process of reevaluation, Nasser himself did not to my knowledge, 
come forward at any time with a written—— 

Mr. Passman. I never mentioned any person’s name. I said Egypt. 
We got a direct answer that they specifically requested it. 

Tam afraid that too often we get too quic ‘k an answer. I just did not 
believe vou had any correspondence down there indicating that Egypt 
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had specifically requested aid and we just asked to see that corre- 
spondence. 


We did not doubt the integrity of the witnesses. Many times ques- ig 
tions are answered just to get along and get on to something else. of t 
We thought we might like to see the files sometimes, how a govern- \ 
ment entered into these aid requests. We just wanted to look at a file, ie 
We were told they requested aid. We were told there was corre- | jn¢, 
spondence. \ 
Then we found out you did not have such correspondence. You now ’ 
verify you had no such correspondence by the fact you said we ’ 
resumed this on our own initiative. You gave us a good answer for ) 
which we are very grateful. Th 
Mr. Harr. There has been in the whole history of this, which is } ,, 
quite complicated, a probing at various levels by the Egyptian Gov- } )), 


ernment to try to get us to normalize relations and remove these road- 
blocks and get back on the basis we had been in before, if possible. 
Mr. Passman. You speak of foreign policy, and I speak of dollars 
and the aid program. of 
Mr. Harr. Off the record. 
( Discussion off the record. ) 
Mr. Passman. Now the record will appear three different ways, but 
it will be eood reading, anyway. 


BENEFITS SUDAN DERIVES FROM ASWAN DAM 


Mr. Ruoprs. Does the Sudan get any benefit out of the Aswan Dam, 
either in power or river control or any other way 

Mr. Harr. Sudan is not in my area at present. It used to be, but it 
was transferred to the African Bureau. I cannot really answer that 
question too affirmatively. I am not sure whether any arrangements 
have been made to supply them with other than compensation for the 
movement of the refugees that will be created by the flooding of 
villages. 


HYDROELECTRIC CAPACITY OF ASWAN HIGH DAM 





Mr. Ruopres. How many kilowatts of installed capacity will the 
Aswan Dam have? 

Mr. Wricur. That is part of the agreement between Egypt and the 
Sudan. It will be spelled out in the agreement. 

Mr. Ruopes. It has nothing to do with the Sudan, just capacity. 

Mr. Harr. I will have to furnish that for the record. 

(The information supplied follows :) 


HYDROELECTRIC CAPACITY OF THE ASWAN HicuH DAM 


According to statements by United Arab Republic officials responsible for work 
on the Aswan high dam, the hydroelectric generators to be installed will pro- 
duce 10 billion kilowatt-hours of power per year. This would correspond to an 
installed capacity of at least 2,300,000 kilowatts. 


Mr. Harr. There is a new powerplant also approaching comple- 
tion or about completed, built by West Germans, at the existing dam- 
site. The power capacity is going up all the time. 
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REPAY MENT ARRANGEMENTS FOR SOVIET LOAN FOR ASWAN DAM 


Mr. Ruopes. Do you have the terms of the agreement between the 
U.S.S.R. and the U.A.R. as to the line of credit for the construction 
of the Aswan Dam / 

Mr. Hlarr. Sir, we do not have the terms of the agreement. We 
understand it is a line of credit based on a two and a half percent 
interest in 12 annual installments 

Mr. Ruopes. Beginning when ? 

Mr. Wricur. The “V will begin in 1964. 

Mr. Ruopes. Installments of what? Is it to be repaid in goods? 

Mr. Wriciur. It would presumably be repaid in Egyptian pounds. 
The first part is 893 million. The second phase brings up the total 
to $287 million. The policy of the Russians has been to work on a 
phase basis. They may decide originally to go into a commodity or 
barter agreement. They do not necessarily have to work out the en- 
tire contract In the same way. It can be part in barter, it can be part 
incash. We would have no way of knowing exactly what the terms 
of that agreement were. 

Mr. Ruopes. You know then the whole amount will be repaid 
12 annual installments beginning at some time after the dam is 
completed ? 

Mr. Wricir. No. They will not have the dam completed by 1964 
when the first installment falls due. 

Mr. Ritopres. Is there any agreement between Russia and Egypt as 
tothe manner in which the pounds will be used ? 

Mr. Wriair. We would certainly not ordinarily be privy to the 
terms of the agreement between the Russians and the Egyptians. 

(Off the record.) 

Mr. Granr. The customary practice has been to accept repayment 
either in convertible currency or goods in kind such as Egyptian 
cotton. This has been general practice in their agreements. 

Mr. Ruopes. When you say convertible currency, you must mean 
they will be able to use the currency for any purpose they desire. 

Mr. Grant. Yes, sir. 

Mir. Riropes. The total cost of this dam will be how much ? 

Mr. Wrierr. It is estimated now at S287 million. That is the 
Russian contribution. 

Mr. Ruoprs. All that will be repaid in 12 annual installments, either 
in barter or in Egyptian pounds / 

Mr. Gran. If this follows — al practice. 

Mr. Ruopes. This bothers me—I do not know if it bothers anybody 
else. ‘To me repayment in Egy pti in currency in that magnitude could 
cause inflation in that country that might really turn into a financial 
holocaust. 

Mr. Wricur. It might serve the Russian purpose to do just that. 

Mr. Ruopes. That is what I had in mind. I wonder if somebody 
inthe State Departme nt is worried about that. 

Mr. Wrienut. Itisa little early to worry now. 

Mr. Ruopes. Maybe it isa little late to WOITy. 
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Mr. Taner. You mean they did not figure that at allf You mean 
they did not do any figuring before they got into this mess’ The 
State Department was up he ‘re and wanted to finance this Aswan Dam, 
It must have been back as far as 1954. We found that the Egyptians 
did not have any permit from the Sudan to go into their territory 
and flood their land. They abandoned the thing. 

Mr. Ruopes. I would predict that in not too many years Egypt will 
find herself ina state of grave financial embarrassment if the Russians 
want to use these pounds the way they could use them. Then I guess 
we know who will be bailing the Egyptians out. If any of us are 
still in Congress at that time, we will be called upon to do that. If 
We are projecting expenditures into the future, perhaps we should 
consider this one. 

Mr. Passwan. Are we in on this Aswan Dam / 

Mr. Gary. We are not now, but this is legislation to authorize the 
President to spend these local currencies to preserve these monuments. 

Mr. Ruopes. Could we have submitted for the record as much as 
vou have concerning the repayment agreement between Egypt and 
Russia on the construction of the Aswan Dam. 

(The information supplied follows :) 


REPAYMENT ARRANGEMENTS FOR THE SOVIET LOAN FOR THE ASWAN HIGH Dam 


Iv an agreement signed December 27, 1958, the U.S.S.R. extended a line of 
credit of 400 million rubles ($93 million) to the U.A.R. for construction of the 
first phase of the Aswan High Dam. The U.A.R. Government undertook to 
repay the amounts used of this credit in 12 annual installments beginning in 
the year 1964, the year in which work on the first phase was expected to be 
completed. Interest at the rate of 2.5 percent was to accrue from the date of 
utilization of respective increments “of the credit. Repayment of capital and 
payment of interest were to be effected by transfers of Egyptian pounds to a 
special account to be opened in the Central Bank of the U.A.R. (Egyptian 
region) in the name of the State Bank of the U.S.S.R. Rates of exchange were 
to be calculated on the basis of the gold parity of the ruble and the Egyptian 
pound on the day of the transfer. The agreement specified that the amount 
credited to this account shall be fully utilized by the Soviet Union for purchase 
of goods in the U.A.R. (Egyptian region) in accordance with the trade and 
payments agreement in effective between the two countries 

In January 1960, a further agreement was concluded by which the U.S.S.R 
undertook to assist in the completion of the entire project, in the total amount 
of 100 million Egyptian pounds ($287 million). ineluding the $93 million line 
of credit already advanced. It is anticipated that work on the project will be 
completed in 1967. No revised agreement has yet been published. However, an 
official news release by the U.A.R. states that repayment will be in 12 annual 
installments beginning 1 year after completion of the project. 


Mr. Gary. As I understand it, no decision has been reached as to 
whether we will take any part in the project to preserve these monu- 
ments or not. 

Mr. Harr. That is correct, sir. 

Mr. Gary. At the present time we are not involved in the Aswan 
Dam in any manner, shape, or form; is that correct? 

Mr. Harr. That is correct. 


ESTIMATED COST TO PRESERVE MONUMENTS 


Mr. Passaanx. Under the proposed legislation, what would be the 
estimated cost of protecting these monuments in Egypt inside the 
Aswan Dam area? 
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Mr. Rees. In part to answer your question and to recapitulate some- 
thing Mr. Grant mentioned before, the executive branch made no 
proposal on this matter. It was introduced based on testimony by 
public witnesses. It was introduced in the Senate committee and is 
in the current Senate bill. 

Mr. Passman. What is the estimate of the cost ? 


PROVISIONS OF PENDING LEGISLATION 


Mr. Rees. The estimate ranges upward to $70 million. Provisions 
of the Senate bill, which goes to conference with the House, urges 
negotiation with an international group to see if such a group could 
be formed, the U.S. contribution to which should not exceed one-third 
of the total and would all be payable in local currency if such a group 
is formed. 

Furthermore, upon such negotiations, a proposed agreement to this 
effect would have to be resubmitted to the Congress for review and 
approval. 

Mr. PassMAN. But under the Senate bill it is proposed that we spend 
$70 million ? 

Mr. Wricur. The latest version of the Senate amendment to the bill 
states that there will be a prohibition against participation on the part 
of the United States using local currency funds unless in the discretion 
of the President other nations are willing to cooperate with us in 
saving the monuments. That is the amendment which was added, I 
believe yesterday. 

Mr. Gary. You say any agreement made would have to be resub- 
mitted to the Congress. You mean to the Senate, do you not ? 

Mr. Rees. The provision of the Senate bill is it would require re- 
submission to the Congress. 

Mr. Gary. To the entire Congress ? 

Mr. Rees. Yes, sir. 

Mr. Gary. Before any contribution is made? 

Mr. Rees. Yes, sir. 

Mr. Taser. Was the administration advised of this amendment and 
did they take any action on it? 


EXECUTIVE BRANCH RECOMMENDATION 


Mr. Rees. The executive branch did not submit a proposal of this 
nature. 

Mr. Taser. Did they make any recommendation or anything of that 
character on it? 

Mr. Wricutr. Might I read the executive position as submitted to 
the Senate Foreign Relations Committee. 


The executive branch is sympathetic to the purpose of preserving the great 
cultural monuments of Upper Egypt and has the problem under active con- 
sideration. Section 104(k), Public Law 480, however, contains adequate au- 
thority for the use of foreign currencies accruing thereunder for the purpose 
contemplated by the amendment. The sole effect of the amendment, therefore, 
is to delete the requirement for an appropriation action by Congress. Since the 
executive branch believes that the use by the United States of foreign cur- 
rencies for such purposes should be subject to appropriation action, it opposes 
the amendment. 
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Mr. Passman. But they could do so under Public Law 480, if the 
executive changed its mind and should decide tostart it ? 

Mr. Murriuy. Subject to an appropriation. 

Mr. Wricir. Subject always to an appropriation. That is the 
excutive position. 

Mr. Gary. That is the way it should remain. Tlave you any idea 
when the conferees will meet on this bill? 

Mr. Murpeny. I think they were shooting at tomorrow, Mr. Gary. 
That is my understanding 


PURPOSE OF CONTINGENCY FUND 


Mr. Passman. I do not know how I arrived at the conclusion that 
our contingency fund was to meet emergencies. Am I misinterpret- 
ing the meaning of the contingency fund / 

Mr. Murprny. We have said it is to be used to meet emergencies. 
We put it in the form of unforeseen requirements or requirements that 
can be foreseen but not priced out, where we have no idea what the 
cost would be. 

Mr. Passman. It could be used for just about anything for which 
the executive branch should make up its mind to use it 4 

Mr. Murreuy. In furtherance of the purposes of mutual security. 

Mr. Passman. I certainly would not ask you to use your Imagina- 
tion to believe it would for any program in the United States. I am 
talking about the foreign aid program. I mean it sincerely, that they 
can take money out of that account for just about anything they de- 
cide. Is that correct / 

Mr. Murruy. As contemplated by the Mutual Security Act, yes. 

Mr. Passman. That is what we are considering—the mutual secu- 
rity appropriation. 

Mr. Murrny. Yes, sir, but I understood you to say we could use it 
for any purposes al all. It is linuted to the purposes of the Mutual 
Security Act 

Mr. Passman. The Inspector General is getting tired. I might re- 
fresh your memory and say that we are Seana’ ring the Mutual Se- 
curity Act, and when we speak of money, it has to do with the Mutual 
Security Act. 

Mr. Mcrruy. In that context you are absolutely right, Mr. Chair- 
man. 


FINANCING OF INDUS WATERS PROJECT FROM CONTINGENCY FUND 


Mr. Passman. It simply means then that for these Indus waters, 
with the $515 million total cost in three categories, the $7.38 million 
contempl: ated for obligation i in fiseal 1961 would come out of the con- 
tingency appropr lation. 

Mr. Mureuy. Again, Mr. Chairman, to be sure there is no mis- 
understanding, this $7.3 million refers to grant assistance. 

Mr. Passman. Toward the Indus waters ? 

Mr. Murer. Yes, sir. You will recall the Secretary indicated 
that there were to be loans—I believe the figure was $103 million. 
The loan money to some extent at least would come from the Develop- 
ment Loan Fund. So that it is conceivable that in 1961, or perhaps 
even before fiscal 1960 is over, a loan for this project might be made 
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from the Development Loan Fund, which would be in addition to the 
$7.3 million, which is intended to refer to the grant portion of the 
program. 

Mr. Passman. Would it be in addition to the total $515 million ¢ 

Mr. Murrny. No, sir. If you recall, the $515 million has three 
components: $177 million is supposed to be dollar grants, $103 mil- 
lion was to be dollar loans—that is the part I just refe rred to where 
the Development Loan Fund would come in—and $235 million of 
local currency equivalent mostly generations under P silts Law 480. 

Mr. Passman. If the Development Loan Fund can make a loan for 
it, Why do they not just increase the loan? Why do you have to take 
it out of the contingency fund? 

Mr. Murreny. Some of it is to be loaned, and to the extent it is 
loaned it probably will be met from the Development Loan Fund, but 
the ag portion cannot be met from the Development Loan Fund. 

Mr. Gran. I might add my understanding of why this was in- 
cluded in the contingency fund insofar as the grant portion was con- 
cerned was that at the time the program was prepared, the execution 
of the agreement between India and Pakistan was still contingent. 

Secondly, that the requirements for the first amount of money—it 
was distinctly possible that this woulti not be required in 1961, might 
not be required until early 1962. Therefore, since this could well 
overlap into fiscal year 1962, it was not firmly programed for the 
1961 presentation. 

Mr. Gary. Mr. Secretary, as long as vou have an engagement at 5 
o'clock, we will excuse you. Thank you, sir, for appearing before 
the committee. 

Mr. Harr. Thank you. 


Mr. Passman. We shall recess until tomorrow morning at 10 o'clock. 


Treurspay. May 5, 1960. 


Mr. Passman. The committee will come to order. 

I noticed this in the press this morning : 

Ike threatens to call special session on aid. 
The article continues: 
For the second year in a row, President Eisenhower yesterday threatened to call 
a special session of Congress if the lawmakers go too far in cutting his foreign- 
aid program. 

If you will find out for what date the President is going to call that 
special session I shall appreciate it. 


REQUEST FOR UNEXPENDED BALANCES AND ALLOCATION OF SPECIAL 
ASSISTANCE, DEFENSE SUPPORT, AND CONTINGENCY FUNDS 


Several days ago we requested a tabulation of the unexpended funds 
of the special assistance allocation, with a listing of the allocations 
made out of the special assistance appropriation for the fiscal year 
1960, and we asked also for the same type of information on the con- 
tingency fund. 

If it could be done, give us a listing showing how you allocated the 
funds from the contingent fund appropriation and the special assist- 
ance appropriation for the fiscal years 1959, 1960, and 1961. If we 
are to doa creditable job, we have to do a certain amount of homework 
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ourselves, and we need that information. If it could be made avail- 
able prior to the date set to consider those items, we shall be grateful. 

Mr. Murpeuy. Iam sure that can be arranged, Mr, Chairman. I saw 
in draft form the one on the contingency fund 2 days ago, and I knew 
they were well along on it. The special assistance one I know is in 
preparation. I am sure it will probably be available within the next 
24 hours. 

Mr. Passman. [I hope it will be. 

Mr. Tennant. You said 1959, 1960, and 1961 

Mr. Murpnuy. You just injected that at this point. Your original 
request was for the fiscal year 1960. 

Mr. Passman. As all you will have to do is look at the accounting 
records to see how you disposed of the special assistance and con- 
tingency fund, it should be a matter of only a relatively short time. 
You will not have to go into the merits and the demerits of the case. 
Just tell us how you made the allocation and disposed of special as- 
sistance and contingency funds for the fiscal years 1959, 1960, and 
1961, and the amount on hand still unexpended, 

Incidentally, please include defense support. When we conclude 
the technical aid hearings we will have special assistance, the Presi- 
dent’s contingency fund, defense support and military, so please in- 
clude defense support. 

(The information supplied appears on pp. 1534 and 3061.) 


PROPOSED LEGISLATION 





TO CREATE 





A YOUTH 





CORPS 





[ have before me an article by Marshall McNeil, a Seripps-Howard 
staff writer, and I should like to quote from it: 


Youth corps: $10,000 would be spent by the President to have some nongov- 
ernmental groups advise him on whether to set up a youth corps to train 
U.S. citizens in how to handle technical foreign aid programs abroad. 

Would it be accurate to reach the conclusion, from this article, that 
there will be a section in the bill recruiting youths to train adults to 
administer the foreign aid program ? 

Mr. Grant. I might comment on that. There was a provision in 
the report of the Committee on Foreign Affairs in which they call for 
a study of the possibilities of using young adult Americans. 

Mr. Passman. Does it read “youth,” or “young adults”? 

Mr. Grant. The label that has been applied to this proposal is the 
one that you use. 

Mr. Passman. “Youth.” 

Mr. Grant. “Youth corps.” A reference to the language in the 
House report on this makes it clear that what they are talking about 
are young Americans who have received their technical training in 
agriculture, engineering, and other fields, and their presumption at 
this stage is greater use could be made of such Americans abroad. 

In the Senate there was a proposal which would require the Presi- 
dent to provide a study by a nongovernmental group of the advisabil- 
ity and practicality of the establishment of a point 4 youth corps, 
and which would authorize the use of not to exceed $10,000 of tech- 
nical assistance funds to finance such a study. 

The position of the executive branch on this was that we were pre- 
pared to cooperate in such a study. Our hope was that such a study 
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could be privately financed since the demands on the technical assist- 
ance funds exceed availability. We further took the position should 
the Senate Foreign Relations Committee decide to endorse the study, 
the executive branch does not believe it necessary or essentially desir- 
able to enact legislation to establish that purpose. 

Mr. PassmMan. It follows, nevertheless, that is in the authorizing 
legislation ¢ 

Mr. Grant. There are provisions, if I recollect, in both bills, but 
there are differences. In the conference meeting of the two author- 
izing committees there will have to be some reconciliation. 

Mr. PassMaAn. It looks a little farfetched if we have reached the 
point where we are going to have to rely upon youth to train adults 
for this program, but I would not be a bit surprised. 

Mr. Grant. One further point that might be of interest. In the 
authorizing bill as it came through the House, the House Foreign Af- 
fairs Committee called for a study which it would do itself on this. 
The Senate bill provided that $10,000 should be made available for the 
purpose of making a study. 

Mr. PassmMan. T only quoted the article. I do not think the writer 
used his imagination. It sounds to me as if he is talking about pro- 
posed legislation; and that is about the most farfetched thing I ever 
heard, 

TRAINING OF PARTICIPANTS IN THE UNITED STATES 


I was talking last night with a foreign ambassador from one of the 
Middle Eastern countries. He said that the bringing of trainees, or 
the participants, whatever you want to call them, from that part of 


the world—and he implied from other parts of the world—to the 
American environment did not accomplish much, but to create dis- 
satisfaction and disillusionment, and that a great majority of them 
returned home completely dissatisfied with their own homel: and, and 
many of them suffered nervous breakdowns. Gentlemen, that is food 
for thought. It would be no different with an American when per- 
mitted to enjoy luxuries which would have to be discontinued after 
a brief duration. It would leave the individual unhappy, disillu- 
sioned, and dissatisfied. I hope those of you who are responsible for 
carrying out the provisions of the Mutual Security Act will give some 
thought to the damage you might be doing to these young students, 
when you bring them to this environment. They enjoy a great 
standard of living and luxuries for a brief period of time and upon 
returning to their homes they are dissatisfied, and many suffer from 
nervous breakdowns. You may be doing much more harm than good. 

Mr. Grant. On this, I think you have raised a point which has been 
of concern to many of the administrators of this program and of 
related activities in ‘the private as well as the public field in training. 
It is something we have tried to take into account in our programing. 
Insofar as the training that is provided under the economic part of 
the mutual security program is concerned—and I assume this would 
also apply to the military—it is I would say a less significant problem 
than it is elsewhere because first of all the majority of the people we 
bring are men who are adults. They are not young students in the 
middle of their educational training. They already hold responsible 
jobs in their own country and they come here to specifically observe 
how they can more effectively improve their own work on their jobs. 
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The Vv go back to the countr y to aspec ific job i in that country where they 
can immediately apply what they have been learning here. I can show 
immediately apply what they have been learning here. I can show 
you that we have constantly kept this in mind and this has been one 
of the reasons that the program has been structured the way it has. 

Mr. Passman. It still follows that this ambassador, who is from 
one of the Middle Eastern countries, said just what I have stated to 
you. 

Mr. Grant. Was he applying this, sir, to the mutual security pro- 
gram specifically, or was he talking generally ¢ 

Mr. Passman. He was talking generally about trainees, or students, 
brought to this country and exposed to a different environment, a high- 
er standard of living, and when they return home and have to contend 
with the lower standard with which they had learned to live, they are 
unhappy, and some are suffering nervous breakdowns. They cannot 
apply the knowledge they have gained here, and they are frustrated, 
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COST OF FOREIGN AID PROGRAM 


Now, I have been called upon by a few of my colleagues to provide 
for the ems something which would substantiate my recent state- 
ment, when I addressed myself to each member of the C ongress, to 
the effect that the overall foreign aid program is now costing us in ex- 
cess of $10 billion annually. Iam, of course, fortified with the facts. 

I am prepared, therefore, to insert in the record certified figures 
showing that our foreign aid program is now costing us annually— 
and I shall have to use the last full year to which the figures are certi- 
fied, and that is fiseal 1959—$10,628,500,000, 

I shall quote from a letter I received — request from the Library 
of Congress. The letter is dated Apr : 1, 1960, and signed by Hugh L. 
Elsbree, Director. This is part of it, detailing the gross costs: 
Mutual security program : 

Economic— 
Military 
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Estimated total, U.S. Government external aid, fiscal year 


1959__- ahd 7. B28, 500, 000 





Now, this additional documentation is from Treasury Department 
statements: 








Interest on what we have borrowed to give away since the end of 
World War IT, using the average—and it 
$3,300 million. 

Therefore, the total figure, $10,628,300,000, 

That is the record, And it does not even include some of our ex- 
penditures which are actually a form of foreign aid. 
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It is inexcusable for us to destroy the welfare of generations yet to 
be born. I hope some of you will cooperate in trying to put some sense 
into this foreign aid program. It was established yesterday, and 
it will be better established before we conclude these hearings, that if 
you should take agriculture out of the computations we would have a 
trade deficit in our greatest market, which is Europe. 

Mr. Mureuy. Would it be permissible for the Executive to com- 
ment on this after its insertion in the record ¢ 

Mr. Passman. I want you to get something upon which to com- 
ment more than your books. My figures are verified. We have found 
so many errors in your books. 

Mr. Murrny. | note they have a mutual security figure for the fis- 
cal year 1959. They do not say whether it is expenditures, or what, 
of almost $4.2 billion. Of course, we know the mutual security ex- 
penditures during the fiscal year 1959 were substantially below that 
figure by approximately $ - million, and we know that the appro- 
priations for the fiscal year 1959 did not reach that figure, so it could 
not be obligational : eee i 


VERIFICATION OF FIGURES 


Mr. Passman. We have found so many errors in your figures that 
I would like to have your authority in a letter, and not from a lot 
of these charts that were prepared 1S weeks or months ago. You 
have surely made at least 50 corrections during these hearings on 
figures; so you put whatever you want in the record, but provide this 
committee with the authority for the figures. These are not Passman’s 
ligures; they are verified. You do likewise, and put them in the record. 

Mr. Murpuy. I think first we would have to consult with the statf 
of the Library of Congress and find out what those figures represent. 
They do not say. They just say mutual security and then give a 
lot of numbers. 

Mr. Passman. They are not by any means merely a lot of numbers. 
If you prepare a statement which is as clear and accurate as this 
I will see that you get a ribbon, if I have to cut it off a spool. It 
cle: arly states for the mutual security program, and also other pro- 
Sranis. 

Mr. Murriry. But it does not say what the figures represent. Are 
they supposed to be expe nditures, ‘obligations or what / 

Mr. Passman. I think you should have permission to bring three 
statements; one verifying obligations; one verifying appropriations, 
and one verifving expenditures. Yet, that is not the whole story. 
Possib ly you could add to that an additional $300 million or $400 mil 
lion spent by our own military personnel abroad, which amounts to 
foreign aid and isa direct drain from the Treasur y: 

Mr. Granr. Would you be interested in ine Juding in our table the 
far more than $1 billion in repayments that we have received in dol- 
lars in the fiscal year 1959 on MSP, and Ex-Im loans? 

Mr. Passman. Take the rest of the year to try to refute those facts, 
if you can. Those figures are verified. Anyway, on some of these 
categories, such as money from the Development Loan Fund, you plow 
it back into the program. Tt does not accrue to the U.S. Treasury. 















Mr. Grant. A large part of this accrues to the Treasury of the 
United States. Take the very substantial repayments that were made 
in 1959 on Marshall plan loans; these as I understand it were returned 
to the U.S. Treasury and were not put back into the program. 

Mr. Murrny. That is right. 

Mr. Granr. To the extent we have repayments that go back into the 
program they reduce the need of the U.S. Government in the attain- 
ment of its fore ign policy y objectives. 

Mr. Passman. You must have changed your policy. Every year 
you come up here with a list of unobligated balances, showing the 
umount collected from the sale of military equipment, and you plow 
it back into the program: and you have the right under the law to 
plow it back into the program. 

Mr. Murrny. In some instances. That small military assistance 
sales program is an example. The Development Loan Fund is an- 
other one. The billions of dollars worth of loans made arising from 
the Marshall plan, and for many years thereafter, there was no au- 
thority for the executive branch to reuse the proceeds of either in- 
terest or principal and they did in fact accrue to the Treasury and 
were picked up as income during io years. 

Mr. Passman. I am going to rest my case. You refute the accuracy 
of the figures if you can. There have been too many inaccuracies in 
your jus stifications, and the record is full of evidence to that effect. 
Get your letters and they will go into ‘the record. 

(The complete letter from the Library of Congress quoted from on 
page 1550 and a statement of the ICA on the annual cost of the foreign 
aid program may be found in the appendix on p. 3065.) 


TECHNICAL CooPpERATION, NEAR East AND Souru Astra 











We shall now resume consideration of the technical cooperation pro- 
gram in the Near East and South Asia. 

Mr. Ide, will you state for the record your assignment ? 

Mr. Ipr. I am the program officer in this region. I recommend 
to the regional director——- 

Mr. Passman. Who is the regional director ? 

Mr. Ine. The regional director, sir, has just changed for us and that 
is the reason he is not here. 

Mr. Passman. Who is he? 

Mr. Inr. The former regional director has just become the U.S. 
Ambassador to Cameroun. 
Mr. Passman. One of those 30 new countries? 











NEW 





REGIONAL DIRECTOR 
Mr. Ipr. Yes. The new regional director is Mr. Andrew J. Bennett. 
Mr. Passman. Where is he? 

Mr. Ine. He is here, but he is being sworn in, actually this morning. 

Mr. Passman. What time will he finish that ceremony ? 

Mr. Ine. It is at 11:30 

Mr. Passman. If he is going to manage this program, involving 
this many millions, do you not think he should be 1 inon this? Do you 
think he will be through with that ceremony in time to get here at 

9 o'clock ? 
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Mr. Ipr. Yes. 

Mr. PassMan. This idea of one man testifying for something some 
other man is going to spend is all right, but I think the committee 
would like to know whether the man on the job knows anything about 
it. Please extend him a cordial invitation to be with us at 2 o'clock. 


TOTAL COST OF NEAR EAST AND SOUTH ASIA PROGRAM 


What was the total amount you had for the Near East and South 
Asia in 1959? 

Mr. Ipr. $40.4 million. 

Mr. Passman. What did you reduce that to in the fiscal year 1960? 

Mr. Ipr. It was increased to $42,905,000. 

Mr. Passman. Are you asking for a decrease in 1961 ? 

Mr. Ipr. We are asking for an increase. 

Mr. Passman. Another increase / 

Mr. Ipr. Yes. 

Mr. Passman. You are asking for an increase of $1.795,000? 

Mr. Ipr. Yes, up to a total of $44.7 million. 


INCREASE IN EUROPEAN PROGRAM 


Mr. Passman. Everyone of these regions is going up by leaps and 
bounds; even Europe. 

Mr. Grant. Yes. 

Mr. Passman. I am looking at a chart here, and it shows that in 
Europe in the fiscal year 1959 you had $3,019,000 and that jumped 
up to $3.7 million in 1960, and the request has passed $4 million for 
1961. We cert: ainly know they are enjoying unprecedented prosper- 
ity in Europe. 

Mr. Grant. We testified to that at some length. It applies only 
tothe two countries, Spain and Yugoslavia. 

Mr. Passman. It follows, nevertheless, there is an increase. We 
would hope somewhere down the line we could see some of these pro- 
grams start back the other way. Now, we get into this very large pro- 
gram. Even when we move on out into the Far East I am afraid we 
are going to run into the same thing. Nevertheless, this is another 
increase. 

EMPLOYMENT 


What is the proposed number of personnel; first, United States for 
the fiscal year 1961? 

Mr. Ing. U.S. personnel, as you will see from page 20 in the book, 
shows that by the end of 1961 there will be 993 U.S. employed tech- 
nicians. 

Mr. Passman. Isthat an increase over the fiscal year 1960? 

Mr. Ipr. That is an increase of 68. 

Mr. PassMAn. How about contract personnel ? 

Mr. Ipr. Contract personnel drops from 525 in 1960 to 497 in 1961. 

Mr. PassmMan. How about participants ? 

Mr. Ipr. Participants have gone up. There were 2,676 in 1960 and 
we expect them to be 2,797 in 1961, or an increase of 121. 
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Mr. Passman. But, again, U.S. personnel employed in 1959 were 
895; they jumped to 925 in the fiscal year 1960, and you propose 993 
for the fiscal year 1961 ¢ 

Mr. Ipr. Yes. 

Mr. PassMAN. Participants jumped from 1,552 in fiscal year 1959 
to 1,772 in fiscal year 1960, and to 1,773 proposed for fiscal year 1961, 

The contract personnel on duty jumped from 504 in fiscal year 
1959 to 525 in fiscal year 1960, and you are reducing that to 497 for 
fiscal year 1961, being a reduction of 28 in the contract personnel, 
but you have an incre ase of 58 in the U.S. pe ‘rsonnel, 

Mr. Ine. That is right. 

Mr. PassMan. So you have a net increase in personnel and a sub- 
stantial net increase in dollars. 


ESTIMATED UNLIQUIDATED OBLIGATIONS 


What is the amount of the estimated unliquidated obligations as of 
June 30, 1960, for the total area / 

Mr. TENNANT. Estimated on June 30, 1960, 1s $52,226,000. 

Mr. PassMaAn. More than 1 year’s supply of funds ¢ 

Mr. Tennant. Slightly more. 

Mr. PassMaAn. For fiscal 1960 it was $42,905,000. So it gives you 
14 months’ supply of funds in the pipeline for payroll‘ We are 
speaking about the unliquidated obligations. 

Mr. Ibe. The pipeline cannot be for payroll, sir. It is payroll only 
in the sense that contract employees would be included. 

Mr. PassmMan. It is payroll except that about 6 percent of com- 
modities goes along with it. I think your policy is that not over 10 
percent will go into commodities / 

Mr. Ipr. Twenty percent, sir. 

Mr. Passman. Well, let us get the record straight. Have a little 
conference, and get together, and let us get the record straight. 

Mr. Mureny. Twenty percent is the right figure. 

Mr. Passman. I am not talking about what the law permits, but 
what you have spent. What has been the average in this area for 
commodities ? 

Mr. Mureuy. That I would not know. I was talking to Mr. Ide 
about the expenditures. In terms of expenditures your figure of 14 
is about correct. 

Mr. Grant. If you look at the figure on page 20 under “Supplies 
and equipment,” this was for fiscal year 1961, $2,810,000 out of a total 
request for the region of $44,700,000, which would be slightly over 10 
percent. 

Mr. Mcurriry. Five percent. 

Mr. Ine. It is 5 or 6 percent, Mr. Grant. 


PAYROLL EXPENSES 


Mr. Passman. Of this 14 percent, 9 percent would be used for pay- 
rolls and the other 5 peeves would be for commodities ? 

Mr. Murrpny. Mr. Chairman, I do not want to appear argumenta- 
tive but we will not agree that the money paid to participants is a 
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payroll expense. We do not pay their salaries. We pay transporta- 
(ion and per diem and no salaries. 

Mr. Passman. The per diem is used to meet their living expenses 
while there ¢ 

Mr. Mureuy. And they are paid on travel vouchers. 

Mr. Passman. What is the amount paid for partic ipants ¢ 

Mr. Mcrpny. In this area it is $7,397,000 out of $44.7 million. 

Mr. Passman. You do not call it a payroll expense, but at least it 
goes to personnel ¢ 

Mr. Murprty. It is expenses paid to individuals, but we do not pay 
iton a payroll. 

Mr. Passman. But you have a 14-month pipeline, and if you did 
not get any money for 1961 you would not be badly hurt? 


PAY FOR U.S. TECHNICIANS 


Mr. Murevity. The 14-month pipeline does not include any money 
for the pay of U.S. technicians. The funds for the pay of technicians 
for 1961 are included in the $44.7 million, and if you will look on 
page 20 you will see $17,124,000 is planned for the pay of direct hire 
U.S. technicians. 


BREAKDOWN OF UNLIQUIDATED OBLIGATIONS 


Mr. Passman. Could you break down the amount you have in the 
pipeline and what is obligated ? 
Mr. Tennant. We would have to furnish that for the record. 


Mr. Passman. But you have a 14-month pipeline for this area 
Could you break down that amount and submit it to the chairman é 
Put it in the record, but I would like to have a look at. it. 

Mr. Tennant. Yes, sir. 

(The information supplied follows :) 


A subsequent review of the ICA/W records indicates that it is not feasible 
to break down the unliquidated obligation figures by cost components. This 
is due to the fact that the unliquidated obligations are not estimated inde- 
pendently, but are the resultant of a deduction of estimated expenditures from 
the total of new obligational authority plus prior year unliquidated obliga- 
tons, 

In estimating TC expenditures, ICA takes into consideration the expenditure 
rates for the past several years, the years the funds were obligated, and pro- 
fram composition. The detailed expenditure estimates are prepared by proj- 
ect total rather than the cost components. since it has been found that total 
estimates tend to be more accurate than component estimates—total estimates 
tend to compensate for shifts in component rates or programing emphasis. 

The principal elements of TC unliquidated obligations consist of obligations 
for participants, contractual services, and project supplies and equipment. As 
i matter of administrative policy, ICA finances contracts for up to 2 years in 
advance. The major portion of participant costs are usually paid in the year 
required to 
Since 
'C projects make substantial use of specialized demonstration or training e quip- 
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Total, technicians 
Participants (programed during year): 19 
Noncontract ) 43 x th 
SROs cont cktachiambcscuceue 3 ' 
Total participants -_---.....- 
to: 
FIELD OF ACTIVITY 
Agriculture, forestry, and fisheries_--_....................-.- ¥ 
Industry and mining Giebé butane ea? : oh 133 12 ‘ 
Transportation oa aes paar dpaiioas a 114 WM) 4 IS 
Labor___- aes . aoe a le one mE Ea ae 
Health and sanitation__. at 11 . : 
Education si Sol 1, 494 2, O81 2, 00 
Public administration 84 & 
Community development, social welfare, and housing pin 7 * CO 
General and miscellaneous ; 7 ae , 233 
Total by field of acti 3, 300 3 800 4, 5 vi 
7 —i 
Mr. Passman. What amount did you have for Afghanistan in fiscal 
1959? 
Mr. Ipr. For Afghanistan in 1959 we obligated $3.3 million, sir. n 
Mr. Passman. How much of a reduction do you have for fiscal u 


1960 ? 
Mr. Ipr. The estimate now for 1960 is $3.8 million. 
Mr. Passman. An increase of how much ? 
Mr. Ipr. An increase of $500,000. 
Mr. Passman. Do you estimate a decrease for fiscal 1961 ? 
Mr. Ipr. We contemplate an increase of $700,000, sir. 








Mr. Passman. This, too, is going up every year, is it not ? 5 
Mr. Ipr. This country is, sir. Other countries in the region are d 
going down. This one is going up. 
HELMAND VALLEY PROJECT | 





Mr. PassmMan. What is the total amount of funds in this program 
related tothe Helmand Valley project ? 

Mr. Ipr. For fiseal year 1961 we have $33,000 for the surface water 
investigations project. 





We have $278,000 for agricultural development in the Helmand. 
And we have $245,000 for the Helmand V alley Authority develop- 
ment operations. 
That is a total of $556,000. 
——] Mr. Passman. What is the total cost in this bill for this project 4 
year Mr. Ibe. $556,000. 
—~{ Mr. Passman. In this appropriation / 
teed Mr. Ine. For Helmand Valley ? 
- Mr. PassmMan. Yes. 
t Mr. Ipr. $556,000 in technical cooperation. 
Mr. Passman. Would you know how much you have in special 
assistance ¢ 
Mr. Inz. We have $500,000 for the Helmand electric power project 
in fiscal year 1961. 
We have 160,000 for the Helmand public health and sanitation 
roject. 


That is all. 


ULTIMATE COST OF PROPOSED NEW PROJECTS 


Mr. PassMan. You seem to have three new projects proposed for 
1961 at a cost of $574,000. What is the estimated cost to complete 
these projects ¢ 

Mr. Ipr. The cost to completion—would you like me to add them 
together, sir ¢ 

Mr. PassMan. Let us take No. 1 

Mr. Ine. That is agricultural development in the Helmand. That 


is $980,000 after 1961. 

Mr. PassMaAn. Let us get the total, if we may. 

Mr. Ipr. $278,000 in 1961 is our request. The estimated cost to 
completion thereafter is $980,000. 

Mr. Passman. You are asking for $278,000 in fiseal 1961; and if 
your estimates hold firm the total cost will be $1,258,000, which means 
the initial installment is only about 20 percent 4 

Mr. Mcreny. That is right. 

Mr. Ine. The vocational education project, which is ovr second 
new project, is $221,000 in 1961, and the estimated cost to completion 
in 1969 would be $1,745,000. 

Mr. Passman. We are making a downpayment of about 5 percent, 
but we are obligating ourselves, at least morally and indireetly if not 
directly, for a project that will cost $1,966,000 4 

Mr. Inr. All of these are obviously subject to the availability of 
funds, sir. 

Mr. Passman. Of course I know that is true. My pay cheek at the 
end of the month is dependent on the same thing. I do not think 
you would really mean to infer that I am not correct when I say 
you have an indirect. obligation when you plan and start a project 
and make a dow npayment on it, that just about obligates us, at least 
morally, to complete it. Do you know of any projects with top 
priority that you have abandoned since you began the »rogram in 
your area ¢ 


Mr. Ine. No, sir. 
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Mr. Granr. It should be repeated here that these projects go 
through several phases until completion and meaningful value car 





























































be received out of these projects. M 
Mr. Passman. To the people of those countries. I am thinking tot 
about the American taxpayer. Most of these projects are obligating | °"*' 
this country in the future. It has been said this program may run - 
for 50 years, and a subsequent statement said 20 to 30 years. If this} * 
is true, I think it should be established what these projects will cost 
to completion. 
Now you have one other new project ¢ 
\ 
\UDIOVISUAL CENTER tn 4 

Mr. Ipnr. The audiovisual center, which involves $75,000 in 196] Am 
and $140,000 thereafter. 

Mr, Passman. So we are making a downpayment of a little over | ,,: 
one-third on that one. - 

\ 
i 
\IR TRANSPORTATION DEVELOPMENT PROJECT bs 

What is the total cost to date and anticipated future cost of the air 
transportation development project. under all programs in Afghan- } 4! 
istan ¢ 4 

Mr. Ibe. The total cost of the air transportation development mM 
project 4 va 

Mr. Grant. Under technical cooperation ? 

Mr. PassmMAn. We shall first get it under that and then we shall get 
into the others. 

Mr. Ine. Under technical cooperation the cumulative obligations 
through June 30, 1959, were $253,000, \( 

Mr. Passman. Did you have anything under special assistance for } 
air transportation development ? 

Mr. Ine. $26,421,000. e 

Mr. Passman. Making a total of $26.674,000 7 ps 

Mr. Ips. Through June 30, 1959. Then in 1960 we are adding to | % 
that S890.,000, | 

Mr. Passman. In fiseal 19607 

Mr. Ipr. Of technical cooperation and special assistance, and we ‘ 
are proposing another $40,000 in technical cooperation in 1961 and | | 
$419,000 of special assistance. p 

Mr. Passman. When do you contemplate this project can be brought 
to completion / ! 

Mr. Ipr. We expect to complete the whole project by 1965. ( 

Mr. Passman. At atotal cost of how much / 

Mr. Ine. We are adding to the figures we have given you through I 
1961, $90,000 in technical cooperation and $1,215,000 in special assis- € 
tance. 

Mr. Passman. That will be the total to complete the project 4 

Mr. Ipr. Yes, sir. \ 





Mr. Passman. As of the present time ? 

Mr. Ine. As of the estimates we now have. 

Mr. Passman. Then, what you are actually doing to a large extent 
is funding this program for 4 years‘ That is, you will be funding it 
for about + years ¢ 









1559 


PROJECT ALREADY OPERATIONAL 


Mr. Ine. I would say, sir, that the additions which are to be made 
to the project will be desirable, but the project is already operational 
even if we did nothing more with it. 

Mr. Passman. If you had no further funds, it is now operational 4 

Mr. Ipr. The inaugural flights are shortly to be made. 


Conrracr Wiru Pan AMERICAN FOR ASSISTANCE TO ARYANA 
AIRWAYS 


Mr. Passman. I note that we are providing managerial assistance 
tothe Aryana Airways, through a contractual arrangement with Pan 
19] | American Airways. 
Mr. Ine. Yes, sir. 
on Mr. Passman. Does Pan American Airways have any interest in 
this Aryana Airways ? 

Mr. Ipe. Yes, sir, I believe they have. 

Mr. PassMAn. What are we doing spending money training Pan 
American Airways technicians ? 

e air Mr. Ine. Pan American technicians are not being trained, sir. The 
han- Afehans 

Mr. Passman. Are being trained to operate Pan American’s air- 

nent | lines. Pan American has a substantial interest in the Aryana Air- 
ways: do they not 4 

Mr. Ing. Yes. 

l get Mr. Passman. And we are spe nding American dollars to train tech- 
nic . ins to operate Pan American’s airlines in that part of the world? 
ions . Ine. The reason for the entry of Pan American in this—I am 
not very conversant with the whole story, but it is something which 

. for [is obi iously related to U.S. interests ———— in the field of aviation. 

Mr. Passman. I hope they do a good job; but it follows, neverthe- 
less, that the Pan American Airways either owns all or a substantial 
part of Aryana Airways and that we are training technicians to 
operate Pan American airlines. 

_ Mr. Ipr. I] would myself, sir, suggest that we might also look at it 

he other way: That the United States was successful in getting Pan 

| we | American tot: ake an interest in Afghanistan in behalf of U.S. national 

and | interests and we are contributing to the solution of the same basic 
problem. 

ight Mr. Passman. Is Pan American a nonprofit institution, or are they 
in business to make a profit? Do you think it was patriotism or the 
dollar that prompted Pan American to get into this? 

Mr. Ipr. I would have to get t information on that, sir, but I have 
fown that airline and I doubt this could be considered a profitable 
enterprise by any Western standard. 

Mr. Passman. Do you think Pan American would have gone in and 
bought this airline, or a substantial part of it, if they had not thought 
they could derive a substantial profit from the oper ration ? 

Mr. Ing. I think somebody else should testify on this. 

Mr. Passman. You are suspicious, as I am, are you not, that Pan 
American is in there for profit, rather than patriotism / 

Mr. Ipr. I think it is appropriate that we do everything we can to 
keep Americans cael in aviation in Afghanistan. 
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Mr. Passman. Is Pan American building any hotels in your area! \ 

Mr. Ipr. The only one I can think of offhand, sir, is, I believe, they hav 
are interested in building one in Iran, with Iranian interests. um 

Mr. Passman. And how much US. aid are we giving to that en. s 
terprise ¢ 

Mr. Inv. The United States is not involved, sir. 

Mr. Grant. I think it would be extremely useful if we could pro-} 
vide you with the full information on this contract, because this has Pa 
been an area, I understand, of considerable political interest to the sas 
United States where the Soviets were moving into aviation in all of} ¥ 
Afghanistan, where aviation is very important in view of the poor] 
roads and great distances, and it was very much in the U.S. interest} 5, 
to get Pan American involved in the Aryana Airways to preclude ' 
Russia from mov ing into this very strategic area. ' 

Mr. Passman. Mr. Grant, I think we will have to agree that when ) 
you are dealing with Pan American Airways you are dealing with} 4}, 
one of America’s finer commercial free enterprise operations, and I 
do not think they went in there from the standpoint of patriotism. 

T am not saying they are not patriotic, but they are in there to make 
a yet, or they would not have bought the Aryana Airways, or any pr 
substantial part of it. It seems to me it is farfetched t — 
money from the American taxpayer to train technicians employs »d by 
Pan American Airways; and I think we may be helping them build 
some hotels, too. 

$1 

LOAN MADE AVAILABLE TO AFGHANISTAN FOR ASSISTANCE TO 
ARYANA AIRWAYS 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Passman. Yes, I shall be happy to vield. 

Mr. Ruopes. Do you know anything about the transaction by which b 
Pan American acquired an interest in the Aryana Airways? Was it 
by a loan from any U.S. agency ? 

Mr. Ipr. Sir, I would think it would be better for the Department 
of State to give test imony on this. t] 

Mr. Passman. Do you have the information, sir? 

Mr. Ipr. I believe there was a $5 million loan made to the Govern: 
ment of Afghanistan for relending to Aryana Airways. I am not] } 
sure where this loan came from. ( 

Mr. PassmMAn. We are going to insist, for this expensive contract, 
on knowing the formula by which this was set up. The gentleman has 
brought up something very important, because this is not just al-] | 





year proposition. It is a continuing one. And if the gentleman feels 
he would prefer to have someone from the State Department testify, 
if the gentleman from Arizona will make the request we shall ask 
that the proper official appear and testify on this. 

Mr. Ruopes. I certainly will make the request. I think we should 
have somebody before the committee who knows the whole story 

Mr. Passman. We shall ask that somebody be here at 2 o'clock to 
testify on this matter. 

Mr. Grant. When we cover Afghanistan on special assistance we 
will go over this again. 

Mr. Passwan. It is up to the gentleman from Arizona whether 
he wants the information at this point or later. 
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Mr. Ruopes. I think since this has come up it would be better to 
have somebody from the State Department testify on it at this 
time. 

Mr. Passman. Let us have him come in at 1:30 this afternoon. 


ANNUAL COST OF PAN AMERICAN CONTRACT 


What is, and what has been, the annual cost of this contract with 
Pan American? As far as I know we only have our imagination to 
arrive at this figure, because we do not seem to have anything that 
would indicate Pan American’s contract. 

Mr. Ipe. There is no funding for contract services in the project 
in 1961 and I will have to get the figures for earlier years, sir, 

Mr. Passman. All right. Give us the first year of the contract. 

Mr. Ibe. Wecan insert it in the record. 

Mr. Passman. We want it now. On what date did you negotiate 
the contract ¢ 

Mr. Ine. I have the cumulative figure, sir. 

Mr. PassMan. What is the cumulative figure ? 

Mr. Ive. The total amount for contracts from the beginning of the 
project 

Mr. Passman. What year? 

Mr. Ipr. 1956. 

Mr. Passman. All right, sir. 

Mr. Ine. The cumulative amount obligated in the project has been 
$11,427,000. 

Mr. Passman. How much? Take your time. 

Mr. Ine. Special assistance funds were also obligated in the contract 
sir. 

Mr. PassmMan. What is the total ? 

Mr. Ipr. The total amount which has been obligated on the con- 
tract 

AMOUNT OF TOTAL CONTRACT 


Mr. Passman. What is the total contract? That is what we want, 
the total contract with Pan American. 

Mr. Ipr. I can get that, sir. 

Mr. Passman. Take your time. We do not mean to rush you. We 
have entered into a contract with Pan American. We want the amount 
of that contract. 

Mr. Inr. The amount which has been obligated 

Mr. PASSMAN. We want to know the amount of the contract with 
Pan American. Then we will get to the other. 

Mr. Grant. Sir, we do not have with us here the breakdown of 
exactly what has gone to the Pan American contract on this. We will 
have to be prepared to provide that this afternoon or insert it in the 
record. 

Mr. Passman. You entered into a contract with Pan American for 
managerial assistance to the Aryana Airways in Afghanistan. Could 
you give us the contract number and the amount of that contract? If 
you do not have it with you, you can telephone downtown and get that 
information. 

Mr. Murrrry. Yes, sir. 
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OBLIGATIONS AGAINST PAN AMERICAN CONTRACT 


Mr. Passman. While he is getting that information, what amount 
has been obligated to date against the Pan American contract ? 

Mr. Ipr. I have only what has been obligated against the projec, 
sir. 

Mr. Passman. You mean there is something other than the project 

Mr. Ine. Sir, Pan American is not the whole project. 

Mr. Passman. Let us get what has been obligated against. the 
project. 

Mr. Inr. Under the air transportation development project— 

Mr. Passman. Which means Pan American’s contract; does 
not / 

Mr. Ipr. Which includes Pan American’s contract. 

Mr. Passman. Gentlemen, are we not entitled to know the amoun 
you have obligated against your agreement with Pan American, M 
Inspector General ? 

Mr. Murpny. You certainly are entitled to know it, Mr. Chairmar 
If we had it here we would give it to you, but I suspect we will have 
to wait until the witness comes at 1:30 to give you the precise informa 
tion on the contract, Mr. Chairman. 

Mr. Passman. I suppose I should apologize to vou gentlemen for 
asking these questions / 

Mr. Ipr. Weare delighted to olive all the information, sir. 

Against the project we have obligated—well, these are the figures 
which you have in the major open projects books for technical co 
operation. 


Mr. Passman. We have already gone through $26,674,000, throug! 
June 1959. 

Mr. Grant. The great bulk of that is special assistance and involves 
such things as building a major airport at Kandahar, and the Pa 
American contract has not come primarily out of the technical co- 
operation availabilities part of this project. 

Mr. Passman. We shall return to this later. 
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CEYLON 


HOunt Summary of program by major cost component and field of activity 


. [Dollars in thousands] 
roject, 


Major cost component by fiscal year 


roject! i 
J Major cost component and field of activity 


Actual Estimated ’roposed 
fiscal year fiscal year fiscal year 
ST the 1959 1960 1Y61 


Project assistance 
loes ¢ rechnicians 
! Participants 
Contractual services 
Supplies ind equipment 
Contributions to cooperative services 
Other costs - 


moun 
n Mh Total project assistance 


Number of people 
rechnicians (on duty close of year 


Irmal U.S.-employed 
| have Contract 
‘orma: Total technicians- 


Participants (programed during ye 
Noncontract 
Contract 


Total participants. 


Field of activity 

Agriculture, forestry, and fisheries 

Industry and mining 

Transportation 

Labor. = 

Health and sanitation 

Education piiaptidusdanadeads 

Public administration 

Community development, social welfare, and housing 
volves General and miscellaneous-_-.-------- 


rough 


e Par Total by field of activity......-.-- 
7 
al Co- i — 
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Mr. Passman. Now, we shall consider the program for Ceylon. 
What amount did you have for fiscal year 1959 ? 
Mr. Ipr. $1,550,000. 
Mr. Passman. Did you have a reduction for fiscal year 1960? 
Mr. Ipre. There was a reduction from $1.550.000 to $1,500,000. 
Mr. Passmawn. A $50,000 reduction ? 
Mr. Ipr. Yes. 
Mr. Passman. What will be the amount of the reduction for fiscal 
1961 # 
Mr. Ine. There is an increase of $200,000 for 1961, sir. 
Mr. Passman. You are getting the $50,000 back and adding $150,000 
to it. 











































UTILIZATION OF PUBLIC LAW 480 FUNDS IN FISCAL YEAR 1961 


‘ 








Mr. Passman. In addition to the request for $1.7 million, how much 
in Public Law 480 funds are to be utilized in fiscal year 1961? 

Mr. Inr. For technical cooperation, sir? 

Mr. Passman. Yes. 

Mr. Gran. $40,007,000 will be used in association with projects on 
which we are furnishing technical cooperation. 

Mr. Passman. That is in addition to the $1.7 million? 

How much in Public Law 480 funds are to be utilized in fiseal year 
1961 under the technical cooperation contract in Ceylon / 

Mr. Grant. Sir, | was in error in my total figure. There is a total 
of $5.086.000. : 

Mr. Passman. In addition tothe $1.7 million 4 

Mr. Grant. Of local currency proceeds under Public Law 480 that 
will be made available to projects where we are also providing tech- 
nical cooperat ion. 

Mr. Passman. The $5,086,000 is U.S.-owned 2 

Mr. Grant. Proceeds from title I sales. 

Mr. Passman. We are dealing with local currency. You could take 
it out of pot No. 3 as well as pot No.1. What is the amount in dol- 
lars? Is the $5,086,000 U.S.-owned local currency ? 

Mr. Grant. That is right, sir. 

Mr. Passman. Making a total for Ceylon of $6,786,000, consolidat- 
ing the dollars and the local currency ¢ 

Mr. Grant. Clearly the local currency is not the same as the tech- 
nical cooperation. In other words, we may be providing technical as- 
sistance to their Department of Irrigation in Ceylon, which is an ap- 
propriate use for technical cooperation funds. At the same time, we 
may be providing local currency from Public Law 480 to actually con- 
struct major irrigation works. 

Mr. Passman. Or, for that matter, any other local currency that 
you may have on hand. When you get these local currencies, do you 
earmark the source from which you received them / 
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Mr. Mureny. Yes. We have to keep them in segregated accounts. 

Mr. Passman. But if you have local currency, no matter from what 
program it has been generated, you can use it ¢ 

I am just as anxious as you are to get rid of our surplus agricultural 
commodities, but it is easy for you to run behind Public Law 480, 
and say you are using Public Law 480 funds. But you can use other 
local currencies in these nations, regardless of from where they were 
generated / 

Mr. Murpnuy. Yes, sir. 
Mr. Passman. Thank you. 








SALVINIA ERADICATION PROJECT 


What is the estimated cost to complete the proposed new project 
for salvinia eradication ¢ 
Mr. Ips. Under technical cooperation there will be $20,000 more 

fter 1961. The project will be terminated in 1962. 

ie. PassmAN. Salvinia eradication is a new project; is it not? 

Mr. Ing. Yes. 

Mr. Passman. And what is the total cost for completing the project ? 

Mr. Ing. $23,000 in 1961 and $20,000 thereafter. 

Mr. Passman. That will be the total cost of this new project, as 
far as you know at this time ? 

Mr. Inn. Yes. 

Mr. Passman. It will not become a continuing project, year in and 
year out ¢ 

Mr. Murruy. Next year’s book will show it as a continuing project, 
Mr. Chairman, because it will have been commenced in a prior year. 

Mr. Passman. Do you intend to spend any money other than tech- 
nical cooperation money on this ? 

Mr. Ipr. There would be no other ICA funds. This project, how- 
ever, does benefit from some local currency we were discussing a 
moment ago. 

Mr. Passman. Let us go back to the project. It looks as if Congress 
will be more interested in knowing what comes out of the local cur- 
rencies. How much local currency will go to this project ? 

Mr. Ine. $210,000 from Public Law 480 proceeds. 

Mr. Passman. It could be from any other proceeds ? 

Mr. Ing. But the proceeds are there generated by another program. 
This is not new money generated for this purpose. 

Mr. Passman. It could come out of any local currency program in 
this country ¢ 

Mr. Ine. In this case it is generated by Public Law 480. 

Mr. Passman. You have other programs in Ceylon that generate 
local currency; do you not 

Mr. Inge. No,sir. 

Mr. Passman. The Development Loan program ¢ 

Mr. Ine. There have been no proceeds from Development Loan 
Fund loans. 


Mr. Passmanx. But if there were you could spend the money. 
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(GREECE 
Summary of program by major cost component and field of acti ity 


[Dollars in thousands] 


Ma cost ponent | fiscal year 
Major cost component and field of activity 
Act I t Proposed 
fiscal year f vear fiscal year 
1959 1960 1961 
J ject assistanc 
Pechnician 205 4 317 
Particiy 301 228 208 
Contr service t) of 
Suppilt 1equipm ( I 24 
Contribution to cooperative services 
Other cost 23 ( l 
7 - 
I< p ( ( 8 ( 650 
Number I 
Technicia n duty close of vear 
U.S.-em} < Is lt 16 
Contra 2 
Potal tec ins Is lt 18 
Participar progr ed during year 
Noncor t 7 74 
Contrac 
lo partici} 2 } 
Field of activity 
Agriculture, forestry, and fisheries 200 75 67 
Industry and minit ) INS 18] 
lransportation 72 2 
Labor . Ws va 61 
Health and sanitatior 
Education ) 77 140 
Public administration 248 142 74 
Community development, social welfare, and housing 
General and miscellaneou 73 i6 
Total by field of activity_- - 800 700 650 


Mr. Passman. We shall consider technical aid for Greece. 

In 1959 you had $800,000; in 1960 you had $700,000, and in 1961 
you are requesting $650,000, a reduction of $50,000 under technieal 
cooperation for Greece. 

Do you have any technical cooperation projects in Greece / 

Mr. Ipr. Yes, sir. 

Mr. Passman. What amount is involved? 

Mr. Ine. If you mean counterpart, we have $750,000 of counter- 
part for technical cooperation projects. 

Mr. Passman. U.S.-owned ? 

Mr. Ipr. No, sir; country-owned counterpart. 

Mr. Passman. Generated originally from the U.S. taxpayers’ 
dollars ? 

Mr. Ine. Generated, sir, in this ease from the technical cooperation 
program. Greece is in a different— 

Mr. Passman. Generated from original dollars in the technical 
cooperation program / 
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COUNTERPART DEPOSITS 


Mr. Ine. So far as I know, sir, Greece is the only country which 
deposits counterpart—at least, it is the only country in my region 
which deposits counterpart against technical cooperation aid. This 
derived from one of the early Greek arrangements. 

Mr. PassmMAn. But, it was generated out of the technical aid dollar 
appropriations ¢ 

Mr. Ipr. It is counterpart owned by the Government of Greece. 

Mr. PassmMan. I wish you would answer my question, please, sir. 

Mr. Ing. Yes, sir. 

Mr. PassMan. This local currency became available from dollars— 
appropriations made by the U.S. Congress through the technical aid 
program ¢ 

Mr. Ine. Yes, sir. 

Mr. Grant. No, sir. 


MATCHING EXPENDITURES 


Mr. Murrny. No, sir. It is not technically accurate to say “gen- 
erated.” This is a particular case. As was explained, it is the only 
one of its kind in Mr. Ide’s area. The term “venerated” is not tech- 
nically accurate, because the dollar expenditures of technical coopera- 
tion did not “generate” the Greek drachma. What happened is this: 
The agreement with Greece called for them to deposit an equivalent 
amount of their currency to match our expenditures under technical 
cooperation. 

Mr. PassMan. I am willing to be corrected on the technicality but, 
nevertheless, the Greek Government came into possession of the 
$750,000 as an aftermath, would you say, of some earlier dollar 
appropriations ¢ 

Mr. Murreuy. Yes, sir. They are collected as tax revenues from 
their people and deposited into the counterpart account in amounts 
equivalent to whatever the United States spent for technical cooper- 
ation. 

Mr. Passman. And, this was brought about—whether we are going 
to use the expression manufactured, generated, or what not—by an 
American dollar appropriation ¢ : 

Mr. Murrny. Yes, sir. 

Mr. Ink. With this exception, that in any other country the con- 
tributions of the local government would not show as having a mutual 
security origin. 

Mr. Passman. I understand. 

Mr. Ipr. That is mutual security generated. 

Mr. PassMan. IL appreciate the fact that you have an exception here, 

Mr. Gary. Will the gentleman yield ? 

Mr. PassMAn. Yes, sir. 














1568 


GREEK-TURKISH LOAN PROGRAM 


Mr. Gary. We had the Greek-Turkish loan before we had the for- 
eign aid program. It 
Mr. Inv. Yes, sir. su 
Mr. Gary. Was any of this local currency generated under the 
old Greek loan program, or was it all generated under the present 
program ? 
Mr. Ipr. Sir, these are matching contributions by the Greeks to the 
dollar, technical cooperation program. 
Mr. Passman. We are reducing the dollar appropriation by $50,000 
but we are providing $750,000 out of the counterpart funds deposited . 
to the credit of the Goeskd (Grovernment ? 
Mr. Ine. The Greeks are providing $750,000 on a matching basis. 
Mr. Murrnuy. That is right. 


Mr. Passman. Did we agree that this was brought about by Amer- t 
ican dollars having been spent to bring about the credit ? 

Mr. Ibe. Yes, sir; inthis country. 
Mr. PassmMan. Well, sir: that isall I: am trying to establish. 

Mr. Ine. In any other country it would not show this way. ‘ 
Mr. Passman. Do you think this is a satisfac tory arrangement? 

Mr. Ipr. Yes, sir. 

REDUCTION IN DOLLAR REQUIREMENTS 


Mr. PAssMAN. Why do we not put this into effect in all the other 
countries, use these local currencies and lighten up on the dollar ap- 
scaeaiating? 

Mr. Ipr. These will not lighten the dollar appropriations, sir. 

Mr. Passman. If you spend $50,000 of local currency it does not 
lighten the dollar load ? j 

Mr. Ing. Well, sir, may I respond to that ? 

Mr. PassMan. Please do. 

Mr. Ive. In all of our countries there is a very sizable local currency 
contribution by the host government which does not come. out. of 
counterpart. These are funds which they put up themselves. What | 
am trying to establish is that if Greece were reported like other coun- 
tries, it would not show up on this particular table because it would 
show as a host country contribution which is not what we were talking 
about here by way of counterpart. 

Mr. Passman. I am absolutely pro Greece. They are our friends, 
and they are our allies, and any person who understands the record 
certainly must admit that our aid program to Greece, whether out of 
mutual security or some other program, saved that country. Tam not 
quarreling about the aid. Tam trying to understand the facts, and I 
do not. blame Greece any more than any other country. 

Mr. Gary. Off the record. 

( Diseussion off the record. ) 
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INDUSTRIAL DEVELOPMENT SURVEYS 


Mr. Passman. The program contemplates one new program in fiscal 
1961 at : cost of $104,000, and that is for industrial development 
surveys ¢ 

Mr. Ibn. Yes, sir. 

Mr. Passman. What is the estimated completion cost $ 

Mr. Ine. The estimated completion cost after 1961 

Mr. Passman. Give us the total. 

Mr. Ing. $204,000. 

Mr. PassmMan. So, we are making a downpayment of about 50 per- 
cent ¢ 

Mr. Ipg. Yes, sir. 

Mr. PassmMan. You may proceed. 

Mr. Ine. But, this is being offset by reductions in other projects in 
the program. 

Mr. Passman. Notwithstanding the fact that the President asked 
for 84.175 billion? If you cut out $1, you are going to ask for three. 

Will this survey result in applications to the Development Loan 
account for funds ¢ 

Mr. Ive. I believe it very likely, sir, although that is not the object 
as such. 

Mr. Passman. I do not insist that you elaborate. Just give us an 
answer. In all probability this will result in applications to the De- 
velopment Loan Fund ? 

Mr. Ipr. The Industrial Development Survey is to help the Greeks 
develop capital projects for private enterprise financing, World Bank, 
the Europeans, the Development Loan Fund, and any other source 
of capital funds. 

Mr. Passman. You will take in the Development Loan Fund and all 
of them / 

This would result, in all probability, in applications to all of these 
lending agencies ? 

Mr. Ipr. It is to help develop sound industrial projects in Greece. 

Mr. Passman. Will this survey, in your opinion, result in applica- 
tions to the Development Loan Fund for loans? 

Mr. Ine. It might very well sir. 

Mr. Passman. Well, we have that much of an admission. 

It is just as good as a written letter, knowing how this fund operates. 

We shall move along to the next country. 
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INDIA 





Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component and field of activity 


Project assistance 
Technicians 
Participants 
Contractual services * 
Supplies and equipment 
Contributions to cooperative services 
Other costs 


Total project assistance 
Number of people 


rechnicians (on duty close of year 


U.S. employed 


Contract 

Total technicians 

Participants (programed during year 
Noncontr 

Contract 


Agriculture, forestry, and fisheries 
Industry and mining 


Transportation 


Labo 
Health and sanitation 
Education 
Publi iministration 
Community development, social welfare, and housing 
General and miscellaneous 
Total by field of activity 


What did vou have for fiseal 1959 fo 


Mr. Ipr. In 1959 we had $7.4 million. 
Mr. Passman. And that isin technical aid ? 


Mr. Ipe. In technieal cooperation. 





Major cost component by fiscal year 


Estimated Proposed 
fiscal year fiscal! year 
1960 1961 
2, 462 2, 614 
2, 241 1, 663 
2, 563 3, 893 
754 710 
“ 
8, 350 8, 900 
115 137 
is 
LSI 9 
5 433 
y2 144 
650 7 
2,459 2, 660 
2, 234 1, 655 
‘4 Nw) 
as 
760 785 
996 1, 614 
1 ; aD 
1,71 2.018 
8. 350 8. 900 


Mr. Passman. What reduction do you have in fiscal 1960? 


Mr. Ipr. It increased to $8.35 million. 


Mr. Passman. Do you contemplate having a reduction in this ever- 


growing item for fiscal 1961 ¢ 


Mr. Ipr. We contemplate an increase to $8.9 million. 
Mr. Passman. There will be an increase / 


Mr. Inge. Yes, sir. 


TOTAL AID EXTENDED 


Mr. Passman. What has been the total amount of aid extended to 


India under this program ¢ 


Mr. Ipr. Under technical cooperation ? 


Mr. Passman. Yes, sir. 


Mr. Ipr. Cumulative obligations through—— 


Mr. Passman. Allocations. 


Mr. Ipr. Cumulative obligations 


$78,652,000. 


1960 were 
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Mr. PassmMan. Could there be a typographical error there? Would 


you like to check those figures again ? 


Mr. Ine. Under technical aid, sir, it included $78,652,000. 
Mr. Passman. Under this one item / 


LOCAL CURRENCY SUPPORT 


Has any local currency accumulated 4 

Mr. Ipr. Yes, sir. 

Mr. Passman. This is just technical aid we are talking about? 
How much did they accumulate in local currency ? 

Mr. Ine. This is only the amount for dollar technical cooperation. 

Mr. Passman. You accumulated $78,652,000 out of the technical 
cooperation appropriation? What amount in local currency has been 
put into this from technical cooperation only 4 

Mr. Grant. Well, sir, you have not had it put in on technical co- 
operation per se. Well, there has been presumably local currency 
which has been used on projects which we are also providing technical 
cooperation, just as you may be using in other countries defense 
support. 

Mr. PassMan. Would that mean it is so mixed up it is just about 
impossible, if we were ever called upon to define it, to know just what 
has gone into the program—because by bringing funds out of other 
appropriations and mixing them up with technical aid, it is rather 
dificult to break it out and pin down just what has been spent for 
technical aid, without a lot of research ¢ 

Mr. Grant. Well, sir, you have the support figure here for technical 
aid that I gave you earlier. 

Mr. PassMan. Mr. Grant, what I wanted was how much local cur- 
reney belonging to the United States had been used for technical aid, 
in addition to the $78.7 million? You either have it or you do not 
have it. 

Mr. Murrny. The answer, Mr. Chairman, is we do not have the 
figure you are asking for. The accounts on local currencies are not 
kept to distinguish between the amount used on technical cooperation 
programs and special assistance programs, for example. 

Mr. Passman. Thank you, but it follows that you do have local 
currency going into the technical aid program. 

Mr. Murrny. That is absolutely correct, Mr. Chairman. 

Mr. Passman. You do not know how much ? 

Mr. Murreny. We know what we have planned for 1961, Mr. Chair- 
man. 

Mr. Passman. You have $320,000 planned on one project. 

What do you have planned on local currency, in addition to dollar 
requests in fiscal 1961 

Mr. Ipr. $4,023,000 in mutual security counterpart funds. 

Mr. Passman. Could you not give it to us cumulatively, up to date / 

You have the information on dollars. 

Mr. Ipr. I refer this to the comptroller. Public Law 480-——— 

Mr. PassMan. Give it to us in local currency. 

Mr. Ip. The $4,023,000 came from MSP counterpart, and in addi- 
tion to that there is $227.535,000-—— 

53909—60— pt. 2 18 
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Mr. Passman. $227 

Mr. Inr. No, sir. 

Mr, Passman. $227 million ? 

Mr. Ipr. $227,535,000 worth of Public Law 480 local curreney. 

Mr. Passman. Does that local currency belong to the United States? 

Mr. Ibe. This is the country use item. 

Mr. Passman. I want to know if it is U.S. owned ? 

Mr. Murrny. Sir, the answer is “Yes.” 

Mr. Granv. Sir, the answer is “Yes” but I should make clear that 
this amount is not the total figure that is used in association with tech- 
nical cooperat ion. 

Mr. Passman. Well, it either is or is not. The gentleman who is 
testifying says it is, and you say it is not, and Mr. Murphy says it is. 

Mr. Mureny. I said it was U.S. owned, Mr. Chairman. The point 
I was making is that the local currency in the accounts is not distin- 
guished between technical cooperation and special assistance, for ex- 
ample. ‘Therefore, the gentlemen were unable to give you a separate 
figure for technical cooperation. 

Mr. Passman. If you cannot give us a figure, let us move along. 

Mr. Granr. Sir, this amount may be used to build a dam, for ex- 
umple, on which the U.S. Government may have no technical assist- 
ance. 

Mr. Passman. Or, they may have technical-assistance programs. 
Really, now, I am not actually arguing. In one project, I believe, 
Project No, 66154, at page 77, you will spend $1 million on just one 
technical aid project. That is, out of local currency ¢ 

Mr. Grant. Yes, sir. 

Mr. Passman. The cumulative technical aid dollar appropriation 
to the credit of India through June 30, 1960, is $78,652,000 ? 

Mr. Ine. Yes, sir. 

Mr. Passman. And, you are requesting 8.9 million in dollars for 
fiscal 1961 under technical aid only ? 

Mr. Ine. Yes, sir. 

Mr. Passman. And, in addition, you have $4,023,000 in MSP coun- 
terpart funds under the technical aid program ? 

Mr. Ipr. Which we are able at this time to attribute to technical 
cooperation projects. 

Mr. Passman. Isnot that what I said? 

Mr. Ine. Yes, sir. 

Mr. Passman. I thought that is what I said—technical aid. 

Mr. Ipr. Projects on which we provide the technical aid. 


million? Is that a typographical error? 


USE OF PUBLIC LAW 480 LOCAL CURRENCY 


Mr. Passman. In addition to that you have $227,535,000 under 
Public Law 480 of local currency belonging to the United States, 
which may or may not be spent in the technical aid program, or it may 
be used to build dams or other projects which could have been 
planned out of the technical aid funds? Is that a statement of fact’ 

Mr. Ive. Yes, sir. This is under negotiation now in connection 
with the whole 5-year development plan as to what this is going to be 
used for. 
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TOTAL AID TO INDIA 


Mr. Passman. How much have we put into India altogether? What 
is the cumulative figure? I have reference to the total which has 
been put into India under all phases of this foreign-aid program. 

Mr. Wrieut. Mr. Chairman, as of June 30, 1955 

Mr. PassmMan. Let us get it later than that, because I had a differ- 
ence between 1959 and what you have probably had since then. 

Mr. Wricur. Total U.S. aid to India is $1,564,100,000. Of this 
amount, $1,074 million has been extended in the form of loans and 
$490.1 million in the form of grants. That is the general picture. 

Mr. Passman. Loans repayable in local currency under the Devel- 
opment Loan Fund ? 

Mr. Wricur. Yes, sir. 

Mr. Passman. ICA programs ? 

Mr. Wricut. Under the DLF and other loan programs including 
the Export-Import Bank. 

Mr. Passman. How much has been loaned to India through the 
Export-Import Bank ? 

Mr. Rees. $151 million. 

Mr. PassMAN. That isas of June 30, 1959 ! 

Mr. Regs. Yes, sir. 

Mr. PassMAN. What was the total request for 1960 in all phases 
of it? 





PROGRAMING OF DLF LOANS 


Mr. Ipe. The Development Loan Fund is not programed by coun- 
tries, sir, as you know. 

Mr. Passman. It is programed by countries. I have a list of them, 
and it breaks it down and gives the number of loans made to India. 

Someone told us that you did not program Development Loan Funds 
to the countries. 

Mr. Ipr. Iam sorry, sir, but it is not programed in advance. We can 
tell you what the loans are which have actually been made. 

Mr. Passman. That is what we want. What has been approved é 

nd what applications do you now have pending? 

Mr. Granv. If you will look on page 58, you will see that the DLF 
loans for fiscal year 1959—the loan approvals—totaled $120 million 
and the DLF loan applications for fiscal 1958 totaled $75 million. 


RECONCILIATION OF FIGURES 


Mr. Passman. But what is the total that you have under obligation 
for India ¢ 

Mr. Murpny. I believe it is the same figure, Mr. Chairman—$195 
million as of January 31, 1960. 

Technical Cooperation, $8.4 million. Then there are the Public Law 
450 sales. 

Mr. Passman. From which the local currency accrues to India ? 

Mr. Murruy. Well, I think part of it accrues to India and part of it 
to the United States. There was a Public Law 480 sales program 
signed only a day or so ago. 
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Mr. Passman. Gentlemen, it would be very helpful if you would 
reconcile this entire account for us. We are looking now at your own 
figures which show on May 31, 1959, it was $1, 711,800,000. So, we 
shall take a brief recess until about 1:30 o'clock, while you reconcile 
your figures. 

Thank you, gentlemen. 


AFTERNOON SESSION 
Pan AMERICAN ConTRACT 
WITNESSES 


ROBERT W. ADAMS, DEPUTY DIRECTOR, OFFICE OF SOUTH ASIAN 
AFFAIRS, DEPARTMENT OF STATE 

JULIUS J. KESSLER, ASSISTANT DIRECTOR, OFFICE OF CONTRACT 
RELATIONS, ICA 


Mr. PassMAn. The committee will come to order. 

We shall return to consideration of a project in Afghanistan, a con- 
tract with a subsidiary or an airways jointly owned by Pan American 
Airways and Afghanistan Aryana, and maybe others. 

Mr. Rhodes particular ly would like to examine on this matter. May 
we at this time have for the record the date that the ICA entered into 
the contract with Pan American Airways, and the contract cost ? 

Mr. Apams. Mr. Chairman, Iam afraid I do not have the exact date, 

Mr. Passman. The gentleman does not have the exact date of the 
contract. Does the gentleman know the total amount of the contract 
originally ¢ 

Mr. Apams. The total amount of the contract, according to the 
project agreement, which we had in our files, is $2.26 million. 

Mr. PassMAn. $2,260,000 ? 

Mr. ApAms. $2,260,000. 

Mr. Passman. That is the cash contribution in American dollars? 

Mr. Apams. This is the contract. 

Mr. Passman. Is that the total cost, or have you had any requests 
for amendments to that which would increase the dollar allotment? 

Mr. Apams. Not tomy knowledge, Mr. Chairman. 

Mr. Grant. Sir, we will give you this detail subsequently. My un- 
derstanding is that additional amounts will be required on this. T 
should say that Mr, Adams is here primarily to testify on the political 
background of this p: irticular contract, pursuant to, as I understand it, 
Mr. Rhodes’ request. 


ULTIMATE COST OF CONTRACT 


Mr. Passman. Gentlemen, we have been trying almost since we 
started this morning to ascertain the total cost of this contract. Now 
you had an original contract of $2,260,000. Mr. Grant has just stated 
that there would be an additional request. We want to know the 
ultimate cost for this subsidy to Pan American Airways. Can you in 
any my project this contract to conclusion, and give us the total cost / 

Mr. Grant. Sir, my understanding is that out of the funds origi- 
nally made available here a contract was entered into for which the 
initial funding was approximately $1,900,000 but that ultimately this 
contract, which is to continue for some years yet, will total $4.656,000. 
This particular contract was funded out of special assistance. 
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Mr. PassMAN. Out of how many different appropriations do you 
expect to get the total? Did you have some out of technical aid 4 

Mr. Grant. No, sir. 

Mr. Ine. This is all SA for the contract. There are technical coop- 
eration funds in the project, but this is for supervision of the proj- 
ect, not for the contract. 

Mr. Passman. The other help is indirect, then ? 

Mr. Murpny. Mr. Chairman, I think maybe it would help a little 
if we make sure that everybody understands that the project is a 
much broader thing than the contract with Pan Am. 

Mr. Passman. We are dealing primarily with the Pan American 
contract, in which the cost will be, I believe, as just stated, $4,656,000 
just for the Pan American part of it. 

Mr. Murpny. That is right. 

Mr. PassMan. It is disappointing that we have had to look so long 
and hard to finally develop from the witnesses that the ultimate cost 
would be $4,656,00, just for the Pan American part. I yield to Mr. 
Rhodes. 

BACKGROUND OF ARRANGEMENTS BETWEEN AIRLINES 


Mr. Ruopes. Would you give the background of the arrangement 
between Pan American and Afghanistan-Aryana Airways 4 

First tell us what the arrangement is, and secondly, I would like 
to have the facts about the ownership of Afghanistan-Aryana Air- 
ways and any other details that you may care to add. 

Mr. Apams. May I take a few minutes, sir, to go back to the begin- 
ning of the project ? 

Mr. Ruopes. Certainly. Go right ahead. 

Mr. Apams. As you well know, Afghanistan is a country in which 
we have a great deal of interest. at this time because of the various 
pressures being brought on the country. As you also know from your 
review of this, of these projects, we are interested in a number of 
felds in Afghanistan—edueation, for example, irrigation and trans- 
portation. These are fields where the Afghans have turned to us 
rather than to the Russians. 

( Diseussion off the record. ) 

Mr. Apams. This air project is one of the areas in which we thought 
that we should provide assistance. Therefore, a package was de- 
veloped in consultation between the Afghan officials and ourselves 
which calls for the development of airfields in Afghanistan and the 
development of an airline, which was then a very primitive line serv- 
ing only between a few cities in Afghanistan. 

“As you know, aviation is a very important field of communications 
und transportation in a country like Afghanistan, a very mountainous 
and underdeveloped country. 

One of the key points of this agreement that we reached with the 
Afghans was the building of a large airport at Kandahar. The im- 
portance of this field, for example, to us is that it 1s on the great. cir- 
cle route between West Europe and South Asia and the Far East. 
It may someday become one of the real key points in aviation trans- 
portation. 

Another essential factor at least so we thought from our national 
security point of view, is the associated communications that goes 
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with aviation, with such an air project. We believed it undesirable 
that someone unfriendly to us get in on this communications field, 
the radio relays, et cetera. 

( Discussion off the record.) 

Mr. Apams. Part and parcel of this overall project is the develop- 
ment of Aryana Airlines, then a local company. It is owned by the 
Government of Afghanistan. It is a Government subsidiary, and 
was then operating “only a very few short lines within Afghanistan. 
As you know, the Afghans, like all these countries, wanted to develop 
their aviation, not only for internal reasons—communications between 
one part and another of a fairly isolated country—but also to develop 
a regional airline so that they could have access outside of Afghanis- 
tan by air. This, too, was, we felt, in our national security interest 
because it gave Afghanistan another outlet to the free world: that is, 
to the West, rather than reliance on an airline that would just run 
north from Afghanistan into the U.S.S.R. So, one portion, then, of 
the overall project was the development of Aryana Alrlines 

It was, as I said, a small airline that had to be revamped from be- 
ginning to end. 

Afghans had to be recruited and trained all the way from the writ- 
ing of airline tickets to the running of airplanes in order to operate 
this line. Therefore. in order to carry it out, we encouraged Pan 
American to step in, to invest, as it did, in Arvana Airlines and then 
to undertake a technical and management training contract to train 
the Afghans to run this airline. 

Mr. Ruopes. What was invested ? 


OWNERSHIP OF ARYANA ATRLINES 


Mr. Apams. Pan American initially invested $200,000 in a company 
then capitalized at roughly $400,000. It had a 49-percent interest 
and ownership. 

Mr. Ruopes. How is the other ownership divided ? 

Mr. Apams. It is all Government of Afghanistan. 

Mr. Ruopes. So Pan American is part owner ¢ 

Mr. Apams. Part owner with the Government of Afghanistan. 
Since then the capitalization has been increased and Pan American 
had the option of investing more money in the increased capitalization 
to retain its 49 percent. I do not know whether Pan American has as 
yet invested additional money. 

Mr. Ruopes. How did Pan American obtain the $200,000 which it 
invested ? 

Mr. Apams. Its own funds. 

Mr. Ruopes. There was no loan by any Government agency at all? 

Mr. Apams. No, sir. 

Mr. Ruopes. So as far as you know now, Pan American owns 49 per- 
cent of Aryana Airlines? 

Mr. Apams. Yes, sir, it does. 

Mr. Ruoves. We have had testimony concerning a contract under 
the terms of which Pan American will ultimately be paid $4,656,000 
to train personnel in modern methods of airlines management and 
operations. 

As I understand it, this money will be paid and has been paid 
through the “Special assistance” appropriations to ICA. 
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TRAINING, PERSON NEL, LENGTH OF CONTRACT, AND TERMINATION 


First, what, specifically, does Pan American do to train these people, 
and how many personnel of Pan American are involved in this effort ; 
and second, how long has this been going on; and third, what year 
do you think it will be terminated ? 

Mr. Apams. I have a few of the details. 

Perhaps the gentlemen from ICA would answer this. Among the 
services Pan American is conducting is the training of Afghans, as 
I said, from the very beginning, setting up offices, and training office 
personnel, management personnel, and pilots; included in this amount 
are Various items of equipment. I know that one of the items is a 
(—45 training plane which Pan American pilots use to train the Af- 
chans there. 

Mr. Riropes. Is this counted in the $2,260,000 which has already 
been spent ¢ 

Mr. Apams. The plane is there, sir, so T assume it is. 

Mr. Murreiry. May I interrupt, Mr. Rhodes? I want to eliminate 
any misunderstanding on the numbers. The only contract that has 
been signed to date is in the amount of $1,900,000, plus. The $2,260,- 
000 that has been mentioned was the estimate included in the project 
agreement to cover such contract costs. 

The $4,656,000 is the estimate of the total contract cost from the 
beginning of the project until the end of the project, which is June 
30, 1962, according to my present understanding. 

Mr. Riroprs. So there will be further contracts consummated 7 

Mr. Mureny. That is right. 

The present contract presumably will be amended upward. Wheth- 

er it ever has to get as high as the $4,656,000 or not only time will 
tell 

Mr. Grant. I might add at this time, sir, that the contract as I] 
understand it calls for 28 technicians, plus short-term consultants and 
there are 25 technicians on board as of the present moment in 
Afghanistan. 

Mr. Rnopes. What was the original date of the execution of the 
contract ¢ 

Mr. Grant. January 9,1957. The project agreement, I believe was 
signed in June of 1956. 

Mr. Ruopes. Have there been approximately 28 on board ever since 
that time, or had it built up to this figure ? 

Mr. Grant. [assume it built up. 

There are 25 on board now. The contract has been in effect for 
roughly a little over 3 vears. 


INCREASE IN CAPITAL OF ARYAN A 


Mr. Ruopes. Do you know anything about how Aryana raised 
creased capits al? 

Was there any loan from any governmental agency which went into 
the increase in capital of Aryana ? 

Mr. Avams. No. I believe this was done by the Government of 
Afghanistan itself, the owner of Aryvana. 

Mr. Ruopes. There were no counterpart funds or local currency 
over which we had control ? 

Mr. Anams. I do not think so. 
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Mr. Grant. I think to get a fully responsive answer, with you 
asking about capitalization, it is my understanding that there was a 
loan made. 

The U.S. Government made a loan of $5 million to the Government 
of Afghanistan, which in turn was then extended onto this Govern- 
ment corporation for the purchase of aircraft so that this was prior, 
well, this would be similar In many ways to a DLF loan today toa 
corporation of this sort for procurement of equipment. 

Mr. Ruopes. So when you say that the capital had been increased, 
you did not mean the equity capital was increased; you meant the 
total capital had been increased by borrowing é 

Mr. Apams. Yes. 

Mr. Ruopes. The equity capital remains the same? 

Mr. Apams. I believe SO, ves. 


AIR ROUTES ACROSS EUROPE AND ASTA 


Mr. Riiopes. You mentioned that this airport would be, or might 
be an important stop on the great circle route across Europe and 
Asia. I do not have a map before me, but would it not be true that 
in cian to fly a great circle route from Western Europe to Afghani- 
stan, you would have to fly over the U.S.S.R., or parts of it? 

Mr. Apams. Yes. I think that is right. 

Mr. Granv. It cuts off some hundreds of miles, does it not, on the 
present route that is flown from Europe to Thailand to the Far East! 

Mr. Apams. Yes. 

Mr. Ruopes. Is there any indication that American airlines or 
American aviation companies will be allowed in the determinate fu- 
ture to fly over the U.S.S.R. for such purposes as this 4 

Mr. Apams. There is no such indication at this moment, sir, but 
Kandahar may soon be used by our airlines, which are operating 
through the Mediterranean and the Middle East into South Asia and 
the Far East. 

Kandahar is now becoming a stopover point for our planes. As 
we move into jets, Kandahar being a long jet strip, presumably 
it will become even more important and other airports in the area 
which have been very important in the past may be bypassed by our 
jets. 

USES OF KANDAHAR ATRFIELD 


Mr. Ruopes. Are the facts that we built this field for the use of 
American aviation / 

Isn’t that what we did? We built a field there for American air- 
lines to use? 

Mr. Apams. Well, it is a field for the Afghan economy, the Afghan 
aviation project. Certainly I would think that U.S. planes will be 
using it, perhaps to a greater extent. This is what we felt, they 
would use it more than anybody else. 

Mr. Grant. I might add as a bit of background that prior to the 
completion of the Kandahar Airport, you could really describe 
Afghanistan as one of the most isolated countries in the world. I 
used to go up there. 

Mr. Ruopes. That has been well handled. We understand that. 
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Mr. Granvr. This, for the first time, puts a major international 
airport with through traffic in Afghanistan. 

Mr. Ruopes. I yield to the gentleman from Virginia. 

Mr. Gary. What danger is there of Russia shooting down these 
planes like they did one of our planes over Russia this morning ? 

Mr. Apams. We are not flying over Russia commercially. 1 could 
not give the answer. 

Mr. Passman. Willthe gentleman yield 4 

Mr. Ritoprs. Yes. 


DISTANCE FROM UNITED STATES TO KANDAHAR 


Mr. PassMan. What is the distance from the United States to this 
international airport in Afghanistan, in miles ? 

Mr. Apams. Ido not know, sir. 

Mr. Passman. Let us get that information for the record. 

Mr. Riuopes. That would be from the west coast of the United 
States ¢ 

Mr. Passman. The closest distance. 

Mr. Granr. We will check that with the office, sit 

Mr. Passman. Dovouhaveamap/ Let us estimate 

Mr. Grant. My estimate would be some 9,000 or 10,006 miles. 

Mr. PassmMaAn. Say 10,000 miles. What is the distance from that 
airport to the closest point in Soviet Russia / 

Mr. Apams. 350 to 400 miles. 

Mr. Passman. 350 to 400 miles. 

Did you say earlier that we moved in because it was apparent if we 
did not, Russia would ? 


Mr. Apams. Yes, sir. 


COMPETITION WLTHL SOVIET AID 


Mr. PASSMAN, How do you explain this? From page S90 of the 
hearings for fiseal 1959: 

Mr. ROUNTREI 
and I quote him verbatim— 


I think it is sound principle that the United States cannot place itself in the 
position of trying to outbid the Soviet Union with respect to aid to these various 
countries, 


I shall quote again from Mr. Rountree, at page 890: 


In the case of Yemen, for example, we do not intend to engage in competition 
With the Soviet Union to the extent of trying to outbid the Soviets or the Soviet 
bloc with respect to aid. 

How do you reconcile these statements of the Assistant Secretary 
of State for Near Eastern and South Asian Affairs? Aren't we doing 
exactly opposite to what we said we would do? 

Mr. Apams. I suggest we did not in this case, Mr. Chairman. There 
Ig no question of competition with the Russians. The Russians had 
not come in with a project. 

Mr. Passman. But you said you were getting in ahead of the 
Russians to keep them out. 
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Mr. Apams. We did. 

Mr. Passman. What is the difference? The Assistant Secretary, 
as I have just read to you, said we would not place ourselves in the 
position of trying to outbid the Russians. 

Mr. Apams. I would believe, sir, that this has reference to areas 
or fields where the Russians have already come in, in certain countries, 
for example, in steel or in petroleum or in coal research and have 
projects, and we try to outbid them on a particular project. 

Mr. Passman. You do try to outbid them ? 

Mr. Apams. No. I say this is what Mr. Rountree was referring to. 
We would not. 

In Afghanistan we did not and do not now find either the Soviet 
Union or ourselves operating in the same fields. The Afghans, who 
hold that they have a policy of nonalinement, have looked to the 
Russians for some things and to us for others. 

In the field of petroleum exploration, for example, they look 
the Russians. We would not enter that field in competition with the 
Russians. 

Mr. Passman. Just imagine how difficult it would be if we had to 
defend that airbase 10,000 miles away, and Russia is only 350 miles 
Wwe ay. 

Other people in the top ec helon have stated categorically that we 
would not pe we ourselves in position of trying to outbid Russia for 
these favors 

You hi ave your opinion. I have mine. T shall read it over and over 
and over, and see if IT eannot, by using my imagination, reach any con- 

clusions aii than that in this particular instance we did two things: 

and I think the most clear-cut example would be that we subsidized 
he American airlines to give them a base on this international route, 
and make it far superior to some of the airfields we are trying to get 
here in the United States for commercial aviation. 

I thank the gentleman for yielding. I did not mean to interrupt his 
line of testimony, but it looks to me as if we are doing just the op- 
posite of what they said we would do. 


TERMS OF CONTRACT 


Mr. Rroprs. May we get to the terms of the contract? The testi- 
mony shows so far that §?.260,000 has been spent and that there are 
now some 2S employees aboard. We do not know how many there 
were TO begin W ith or whether all of these people have heen on board 
ever since January 9, 1957, but if we assume that they have, then a little 
Al ithmetic shows that the amount paid per employee is $26,785, which 

a Foo ve SIZE | houre. 

“Now, vou have testified that in this figure there was probably one 

45 » alr ev ane. Were there other pieces of equipme nt or other items 


a 


f hardy » which were } urc! ased and turned over to Ary ana Air- 
ways? 

Mr. Ananurs. T donot know, sir. 

Mr. Ruopes. Does anvbody from ICA know that ? 

T will proceed and we will come back to this question later when 
the information is at hand. 
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SUPPLEMENT TO CONTRACT ALREADY SIGNED 


Mr. Murry. Mr. Rhodes, while we are waiting, with some sheepish- 
ness I must tell you that I learned since I last spoke on this contract 
that the supplement has been signed and the obligation of the U.S. 
Government now is $4,656,000. It was signed on April 8 of 1960, 
less than a month ago. 

Mr. Ruopes. Do you know the terms of the contract 

Mr. Mcrruy. Mr. Kessler of ICA’s Contract Office has just arrived, 
Mr. Rhodes. He has the contracts with him. I hope he will be able 
to answer vour questions. 

Mr. Kesster. The contract expires June 30, 1962, sir. 

Mr. Ruopes. What in general does the contract provide? What is 
Pan Am supposed to do under the terms of the contract 4 


MANAGEMENT AND TRAINING SERVICES 


Mr. Kesster. Management and training services for Aryana Air- 
lines. 

Mr, Ruoprs. How many local personnel will be trained under this 
contract and in what categories, if you have that information ¢ 

Mr. Kesster. I do not have the number of local personnel to be 
trained, but they will be trained in all elements of airline operations. 

Mr Ruopes. Including flight personnel ? 

\fr. Kesster. Flight training as well; yes, sir. 

Mr. Ruopes. What equipment will be bought by the United States 
under the terms . this contract 4 

Mr. Kesster. I do not believe any, sir. Let me check that, though. 

Mr. Riioprs. The quest ion should refer to both the old contract and 
the new contract because I previously asked what equipment had been 
bought under the old contract. 

Mr. Passman. Will you yield briefly, Mr. Rhodes ? 

Mr. Riopes. Yes. 


COMPETITION WITH SOVIET 


Mr. Passman. I should like also to insert in the record a statement 
by our late great Secretary of State, Mr. Dulles, from page 286 of the 
near ings: 

I have heard it said that we must not enter into a competitive competition 
with the Soviet bloe in this field. My reply is that we are not entering into a 
mpetition with them. 


Pardon me, and thank you for yielding, sir. 
EQUIPMENT FOR TRAINING 


Kxsster. No major equipment; training supplies and materials 
ue a purpose of training personnel, but no major equipment. 
Mr. Ruopes. Is there any breakdown as to the payment of funds; 
in other words, a certain amount for personnel, a certain amount for 
‘ental of equipment or depreciation, or any breakdown of any nature 
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Mr. Kesster. There would not be for rental of equipment since we 
are not renting any equipment under the contract. I do not think we 
have a breakdown within the contract itself for personal services as 
such. 

Mr. Ruopes. How do we go about paying Pan American for train- 
ing pilots 

Mr. Kessuer. We have a budget, sir. My files contain a copy of the 
budget. 
TYPE OF CONTRACT 


Mr. Grant. Mr. Kessler, is this a cost reimbursable contract ¢ 

Mr, Kesster. This is a cost reimbursable type contract, that is right. 

Mr. Ritoprs. Cost reimbursable plus a fixed fee or plus a percentage 
of cost 4 

Mr. Kessier. No, sir, it is cost plus a fixed fee. 

Mr. Ruoprs. What is the fee ¢ 

Mr. Kessiter. For what period ¢ 

Mr. Ruopers. The entire period of the contract. 

Mr. Kessiter. Running through June 30, 1962 

Mr. Riopes. From January 1957, through June 50, 1962 

Mr. Passman. Will the gentleman \ ield while the ventlemmn: = look- 
ing up the figures ¢ 

Mr. Ruopes. Surely. 


BENEFITS TO PAN AMERICAN 


Mr. Passman. No, 1, Pan American would benefit by the subsidy; 
No. 2, they are sure of a profit by the fee arrangement; are they not! 

Mr. Ruopes. That is what Lam trying to get. 

Mr. Passman. The fee would be something accruing directly to Pan 
American for training their own personnel for their own airline 

Mr. Ruopes. That is going to be my next question. 

Mr. Passman. Then ple ase go right ahead. 

Mr. Kerssier. The fee for the period of the contract ending June 
50, 1962, will be $412,200. 

Mr. Ruopes. For the total contract / 

Mr. Kesster. For the total contract: from its inception through 
June 30, 1962. 

Mr. Ruopes. Is it with Pan American World Airways that the 
contract was entered into or was it a subsidiary / 

Mr. Kesster. It is Pan American World Airways, Inc. 

Mr. Ruopes. Is this the same company which owns the stock in 
Aryana Airways ¢ 

Mr. Kesster. I believe so, sir. Iam not sure. 

Mr. Ruopes. Could you address yourself to that ¢ 

Mr. Apams. Yes, sir. It is Pan American Airways. 

Mr. Ruoprs. It is the same company. We are contracting with a 
company which owns 49 percent of the stock to train the personnel 
of itsown airlines? Is that a fair statement ? 

Mr. Grant. Of which it is a minority shareholder, yes. 

Mr. Ropes. Yes, a minority by 1 percent. 

Mr. Grant. Yes, sir. 

Mr. Ine. Two percent. 

Mr. Ruoves. We will say 1.1 percent. 
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NEGOTIATED CONTRACT 


before this arrangement was consummated, were there any other 


airlines approached? In other words, was this let out to bid or was 


it a negotiate od contract / 
Mr. Kesster. It was a negotiated contract. 


OTHER AMERICAN-FLAG AIRLINES IN AREA 


Mr. Ruopes. Are there other American-flag airlines operating in 
that part of the world 4 

Mr. Kesster. There is no other American-flag airline that is cer- 
tificated in that part of the world. They are the only certificated 
airline carrier in that part of the world. 

Mr. Ruoprs. Off the record. 

(Discussion otf the record.) 

Mr. Grant. To correct the record, TWA operates from the Middle 
Kast through Bombay to Ceylon and on. 

Mr. Apams. The ‘vy make no stopovers, I believe. In the Middle East 
they fly directly from Cairo to Bombay, India. 


VRAINING PROGRAM ENTERED INTO DUE TO TYPE OF CONTRACT 


Mr. Ritopres. Is there any likelihood that Pan American would not 
have trained the personnel of Aryana Airways if we had not entered 
into this type of contract / 

Mr. Apams. Would not have trained / 

Mr. Hopes. Yes. In other words, are they training these people 
merely because we entered into this contract or would they probably 
have done it anyway since they own 49 percent of the airway ? 

Mr. Apams. I can only give you a personal opinion as to what Pan 
American might or might not fave ‘daar I fee] that Pan American 
would not have entered into the contract at all unless it were assured 
of some sort of support to lift this completely localized and small air 
line into something that was an operating airline. 


DATE PAN AMERICAN ACQUIRED INTEREST IN ARYANA AND ENTI RED. INTO 
CONTRACTS 


Mr. Ruopes. When did Pan American buy into Aryana’ Do you 
know sn date of that / 

Mr. Anams. I do not. 

(Discussion off the record.) 

Mr. Apams. The gentleman said April 17, 1959 

Mr. Ruopes. So actually, Pan American owned no part of Aryana 
at the time that the contract was entered into? 

Mr. Warcevein. That is right. The contract did not go into force 
until the arrangements were made between Pan Am and Aryana. 
They did not start training or anything on it until that time. 

Mr. Ruopes. In other words, they made the contract and then 
bought into the airline. I would say that is pretty smart business. 

Mr. Kesster. I don’t think this is right. I think they bought into 
the airline first; then we negotiated a contract. 

Mr. Ruopes. We will have to straighten the record. One man bays 
they did and the other man says they did not. Does anybody else 
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have an opinion? We might as well get as many opinions as there 
are men around the table. 

Mr. Passman. If the gentleman will yield, the rec - : already 
clear on that, that you entered into your contract in 1957. It did not 
buy until 1959. I think 1959 isa later date than 1957. 

Mr. Ruopes. This is one piece of testimony we have and now we 
have another piece of testimony which says that that probably is 
not accurate. 

Mr. Grant. Sir, may Lask Mr. Adams a question ? 

Mr. Ruopes. Go right ahead, Mr. Grant. 

Mr. Grant. Mr. Adams, were these two actions, in your understand- 
ing, of Pan Am buying a minority interest in Aryana and the program 
for contracting with Pan American to provide these training services, 
interrelated ¢ 

Mr. Apams. It was all part of the same package. Pan American 
did not invest until it knew that a project was going forward, an 
overall project. 

Mr, Ropes. May we pin down the date of the $5 million loan? 
When was that consummated ? 

Mr. Grant. The date of the loan agreement was June 29, 1956, 
which was shortly after the date of the signing. 

Mr. Ruopes. Shortly before the date of the signing of the contract? 

Mr. Grant. Yes, and shortly after the date of the signing of the 
project agreement under which there was provision for funds to 
contract with Pan Am. 


DATE OF PURCHASE OF ARYANA 


Mr. Ruoves. Since the date of purchase by Pan Aimerican of the 
interest in this airline is apparently subject to some doubt on the 
part of some witnesses, might I ask that you ascertain the exact date 
and provide it for the record ? 

Mr. Grant. Yes, sir. 

(The information follows :) 

The date of Pan American's purchase of an interest in Aryana A nes was 
April 17, 1957. 

Mr. Ruopes. Mr. Chairman. I think that is all T have. 


CAPITALIZATION OF ARYANA 


Mr. Passman. What is the total of the present capital stock of 
Aryana Airlines? 

Mr. Apams. I do not know, sir. 

Mr. Passman. Did you state earlier that Pan American put up 
only $200,000 4 

Mr. Apams. At the outset, when the local company, the Aryana 
Co., was capitalized at roughly $400,000, Pan American put up 
$900,000. 

Mr. Passman. Do you know whether or not Pan American has 
made additional investments in the capitalization ¢ 

Mr. Apams. I do not. 

INCOME OF ARYANA 


Mr. Passman. Do you know whether or not the airline is making 
a profit ? 
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Mr. Apams. I donot. 

Mr. PassMan. Does anybody know whether they are making a pro- 
fit, or not ¢ 

Mr. Kesster. Pan American has indicated they are not making a 
profit out of the operation of Aryana Airlines. ps 

Mr. Ruopes. Will the chairman yield ? 

Mr. Passman. Yes. 

SUBSIDY PAID ARYANA 


Mr. Ruopes. Is there any subsidy paid Aryana Airlines for its 
operation by either this Government or the Government of Afghanis- 
tan ¢ 

Mr. Apams. Not that we are aware of. 

Mr. Ruopes. Would you find that out and supply that information 
for the record ? 

Mr. Apams. Yes, sir. 

(‘The information supplied follows:) 


ARYANA AIRLINES 


According to information available to the Department of State, uo subsidy 
is paid to Aryana Airlines either by the U.S. Government or by the Government 
of Afghanistan. 

Mr. Passman. At the present this is all that we can pin down, then: 
That the Aryana Airlines capitalized at $400,000, sold Pan American 
Airlines 49 percent interest for $200,000; then there has been a sub- 
sidy out of either past or planned funds of $4,656,000 to the airlines. 

In addition, there has been a loan to the airlines of $5 million. So 
far, have I stated it correctly ? 

Mr. Tennant. I am not sure we have that. We have disburse 
ments 

Mr. Passman. Let us not talk about disbursements. Did we ap 
prove a loan to them of $5 million ? 


LOAN TO GOVERN MENT OF AFGHANISTAN 


Mr. Ipr. The loan, I believe, was to the Government of Afghanistan. 
and Pan American maintains a 49-percent interest in that airline. 

It was a loan, as I understand, to the Government of Afghanistan 
which was going to reendorse that amount to the Aryana Airways. 
Mr. PassMan. It winds up to the credit of the Ary: ana Airway: 

and Pan American maintains a 49- ergo interest in that airline. 

Mr. Ink. Yes; but it must be repaid in dollars by the Government 
f Afghanistan. 

Mr. PassMan. It still does not alter the fact that Pan American 
Was smart enough to make a good bargain, a profitable arrangement 
for itself. 

The expenditure for the International Airport at Kandahar in 
Afghanistan is in addition to this? 

Mr.Grant. Yes, sir. 

Mr. Passman. What did the airport cost ? 

Mr. Ipr. In addition to the Kandahar airport there are other air- 
ports within Afghanistan that are under construction. 








1586 





INVESTMENT IN KANDAHAR AIRPORT 


Mr. Passman. Let us limit it to the one airport we have been dis- 
cussing. 

Mr. Grant. Sir, this is special assistance. We do not have the 
ficures for this. 

Mr. Passman. Is the Inspector General here this afternoon ‘ 

Mr. Murrnuy. I am here. 

Mr. Passman. Could you tell us what that airport cost 

Mr. Murrniy. No, sir. We do not have the figures on the special 
assistance. 

Mr. Passmanx. Do you think you could telephone and get that 
information ? 

Mr. Murreiy. You mean just the amount of investment in the 
Kandahar airport ? 

Mr. Passman. Yes. 

Mr. Murriry. We will try to get that. 


OTHER CONTRACTS WITIL PAN AMERICAN 


Mr. PassmMan. Do you have any other contracts with Pan American 
Airways for this part of the world / 

Mr. Kersster. Yes, there are other contracts with Pan American. 

Mr. Passman. In this area? 

Mr. Kesster. Yes. 

Mr. Passman. What are they / 

Mr. Kesster. There is one in Pakistan. 

Mr. Passman. For what purpose ? 

Mr. Kesster. Training of the Pakistani Airways. 

Mr. Passman. Does Pan American have any interest in that one? 

Mr. Kersster. Not tomy knowledge. 

Mr. Passman. My question was, Do you have any other contracts 
with Pan American ? 

Mr. Kesster. We have other contracts with Pan American: ves. 

Mr. Passman. There is one in Pakistan 7 

Mr. Kesster. There is one in Pakistan. 

Mr. Passman. How much isthat one / 

Mr. Kesster. I do not know. 

Mr. Passman. Any others? 

Mr. Kesster. There is one in Turkey. 

Mr. Passman. How much? 

Mr. Kersster. Again I do not have the files. 

Mr. Passman. Any others? 

Mr. Kesster. There was one in Thailand. 

Mr. Passman. Any others? 

Mr. Kesster. That is all, sir, just the four. 

Mr. Passman. Does the one in Thailand have anything to do with 
the hotel Pan American is building there. 

Mr. Krsster. No, sir. We have nothing to do with the hotel. 

Mr. Passman. You do not have those amounts ? 

Mr. Kesster. No. Wecan obtain them. 
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CONTRACTS WITH OTHER AIRLINES 


Mr. Passman. What about Trans World Airlines? 

Mr. Kesster. There is one contract with TWA in Ethiopia. 

Mr. Passman. What is the amount of that ? 

Mr. Kesster. Again I do not have the files. 

Mr. Passman. Do you know if there are any other American air- 
lines with whie h we have contracts in these other countries? 

Mr. Kesster. To the best of my knowledge these are the only two 
Pan American and Trans World Airlines. 

Mr. PassmMAn. This one program known as mutual security may 
be the downfall of the economy of America. There are 1,500 con- 
tracts. We are developing just a few. If we had time to go into the 
1,500 contracts I have no doubt that the revelations would be frighten- 
ing. 

Have we built any other large jet airports which are used by 
American airlines in this part of the world ? 

Mr. Kesster. Not that I know of. 


ASSISTANCE TO BEIRUT, LEBANON, AIRPORT 


Mr. Passman. I happen to know you have one in Lebanon. 

Mr. Kesster. Mr. Murphy was just suggesting the Lebanese air- 
port tome. Ido not know about that. 

Mr. ai Perhaps Mr. Murphy can tell us if there are any 
other large airports built in this part of the world with American 
dollars. 

Mr. Murrprry. I do know some assistance was given by ICA to the 
international airport in Beirut. I know that because you had indi- 
cated it on some occasions and I checked with ICA-Washington and 
found assistance had been given with their approval. 

Mr. PassMaAn. That is one you missed; is it not 4 

Mr. Mureny. That is one I did not know about. 

Mr. Passman. I should like that in the record, because on these 
so-called junkets members take, I want the record to show that we 
do find something occasionally. 

Mr. Ipr. These are figures on the Beirut Airport. You had asked 
for them the other day. 

Mr. Passman. Do I understand the Inspector General to say you 
had no knowledge of the expenditure on the Beirut Airport until I 
brought it up, and then you found they did transfer funds from an- 
other source to the Beirut Airport? 

Mr. Mureny. Yes. 

Mr. Passman. And the amount was $1,275,000 ? 

Mr. Murpny. Yes. 

Mr. Contr. Mr. Chairman, could I ask a question ? 

Mr. Passman. Certainly. 


093909—60—pt. 2——-19 
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LOAN FROM WORLD BANK 


Mr. Conte. In regard to this loan, do you know if Pan American 
ever tried to obtain a loan from the World Bank ¢ 

Mr. Kesster. You are asking me / 

Mr. Contre. Yes. 

Mr. Kesster. I do not know. 

Mr. Contre. Would this have been a legitimate type of loan for the 
World Bank to make ? 

Mr. Kesstrer. I assume you are referring to the purchase of their 
49 percent interest / 

Mr. Contre. Yes. 

Mr. Kesster. I am not familiar with that. 

Mr. Ipr. I believe Afghanistan is a member of the World Bank, 
but it probably would have been difficult to obtain a foreign ¢ urrency 
loan. 


APPLICATION TO EXPORT-IMPORT BANK 


Mr. Contre. What about the Export-Import Bank / 

Mr. Inr. This has American export promotion as its objective. 

Mr. Conte. That is right. Did they apply to the Export-Import 
Bank for a loan / 

Mr. Passman. That, too, would have to be repaid in dollars, a loan 
from the Export-Import Bank / 

Mr. Ibe. Yes. 

Mr. Passman. Is this asoft currency loan we made / 

Mr. Ine. No; this is a hard dollar loan and at that time Afghanistan 
was heavily committed to the Export-Import Bank and I assume for 
that reason it could not have been gotten from that source. 


DECISION TO ESTABLISH AVIATION DEVELOPMENT PROGRAM 


Mr. Passman. Who directed the establishment of this aviation 
development program in Afghanistan ? 

Mr. Mureny. Do you mean who determined that we should go 
there ? 

Mr. Passman. I said who directed the establishment of this avia- 
tion development program in Afghanistan ¢ 

Mr. Ine. The Director of ICA was responsible for the elements of 
the program. 

Mr. Passman. I have high respect for the Director of ICA, but 
where did it come from? Was it a State Department decision ¢ 

Mr. Apams. I would say essentially it was a State Department po- 
litical decision. 

Mr. Passman. Thank you. That is all I wanted to know. 

Mr. Grant. Sir, I think in the interest of keeping the record clear, 
it is my understanding that Pan American is performing a major 
service for the United States by what it is doing in Afghanistan, and 
it was with our encouragement that Pan American Airw: ays went into 
this remote part of the w vorld and took on this kind of a contract. ‘This 
is not the situation where you would normally find American investors 
going in. 
~ Mr. Passman. What do you mean, American investors, when you 
have given a $4,656,000 subsidy to this project? You pay Pan Ameri- 
can a fixed fee of $266,000. They could not have lost if they were 
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shooting dice with sevens all around. Why did you have to encourage 
them ? 

Mr. Grant. Sir, this is the kind of operation that, what Pan Ameri- 
can has done, it has come in Afghanistan, a remote area, where they 
took on an airline of very low quality. There is a high risk of crashes 
and defects of operation in the airline that could reflect adversely on 
the credit of Pan American Airways, and the U.S. Government had 
a distinct interest in encouraging Pan American to become involved 
in the way they are now involved, and I believe Mr. Adams gave the 
background as to why this was so extremely important to the foreign 
policy of the United States. 


ENCOURAGEMENT GIVEN PAN AMERICAN 


Mr. Passman. Pan American Airways is operated by hard-boiled, 
sound American businessmen. They had to be encouraged to buy a 
49-percent interest in the Aryana Airways at a total cost of $200,000. 
They also received, or would receive, a subsidy from the U.S. Treas- 
ury of $4,656,000, and at a subsequent date receive a loan through the 
Afghan Government, financed by the United States, of $5 million. 
And then, to protect their $200,000 investment, they were given a fixed 
fee of $266,000. 

If it takes encouragement to get people involved in a scheme like 
that, I think I could respectfully suggest that you spend your time 
doing something else. The most Pan American could lose is $200,000, 
and they already have a fixed fee of $266,000, and all their expenses 
are met out of the subsidy of $4,656,000 or the $5 million loan, so 
that is like rolling loaded dice. I do not see how they could lose, but 
your opinion is in the record, and my opinion is in the record, and 
perhaps the record will make interesting reading. 


FIELD FOR JET AIRCRAFT 


Mr. Ruoprs. Mr. Chairman, we might also mention as an advantage 
having a jet airfield on this route to Europe. Although they have 
to fly over the U.S.S.R., that could some day be a very important 
thing. And also I think it could be said without serious fear of con- 
tradiction that this being a jet field, Aryana will not be flying jets 
but Pan American will. 

Mr. Passman. The gentleman is capable of making very sound ob- 
servations, and of course this will be an advantage to Pan American 
World Airways. I have nothing but commendation for the officials 
of Pan American. I wish we could recruit some of them for this 
program. 


COUNTRIES NOT RECEIVING SINO-SOVIET BLOC AID 


Mr. Narcuer. From time to time you make statements in the justi- 
fications to the effect that certain countries continue to occupy a neu- 
tral role and seek to maintain friendly relations with both the Com- 
munist bloc and the free world. Can you tell me if there is a single 
country in Africa, the Near East or South Asia that accepts assistance 
only from the United States and will not accept any assistance from 
the Soviet Union ? 











Mr. Apams. Speaking for the area in which I work, South Asia, 
I would say yes, Pakistan. 

Mr. Natcuer. Any others? 
Mr. Apams. Not in the area in which I work that I am familiar 
with. 

Mr. Narcuer. Can any of you give us that information ? 

Mr. Grant. Obv iously you have Korea, Taiw: an, Vietnam, Malaya, 
Laos, Turkey—I am not sure about Turkey. 

Mr. PassmMaAn. Are you sure about Laos? 


Mr. Grant. It is my understanding Laos does not receive any aid 
from the Soviets. 


Mr. Narcuer. Any others? 

Mr. Grant. Thailand, the Philippines, Japan, Lebanon, and then if 
you g get to Latin America. 

Mr. Narcuer. Not Latin America. 

Mr. Grant. Greece, I believe, would be included in this list and J 
believe orn would be included in this list. 

Mr. Natcuer. Mr. Chairman, that is the only question I wanted to 
ask at this time, and, Mr. Grant, if you find any countries have been 
omitted when you correct the record add them, please. 

Mr. Grant. In Asia and Africa ? 

Mr. Narcuer. In Africa, the Near East, and south Asia. 

Mr. Grant. Yes. 

(Nore: Additional information may be found in the appendix, p. 
5071.) 

Mr. Gary. Mr. Chairman, there is one question I would like to ask. 


PRESERVATION OF MONUMENTS THREATENED BY ASWAN DAM 


Tt. was stated yesterday the President is making an effort to deter- 
mine if any of the other countries are interested in uniting in a pro- 
gram to preserve the monuments which would be destroyed by the 
Aswan Dam in E gypt. Can you tell us what the responses of the 
other countries have been thus far? 

Mr. Apams. I cannot,sir. I donot know. 

Mr. Wricur. The status of it is only as a proposed amendment to 
the bill from the Senate side. It has not reached the stage where any 
moves could be made in seeking cooperation of any other countries, 

Mr. Gary. I thought it was testified that our Government is sound- 
ing out other countries. 

Mr. Wricntr. Not to my knowledge. This was not an executive 
amendment. It originated in the Senate and was a proposal from 
them. 

Mr. Gary. I understood that so far as the legislation is concerned, 
but my recollection is the statement was made that the executive 
branch is making some inquiry into the matter to ascertain whether 
or not the other countries are interested. 

Mr. Wricur. Not until a determination is made by Congress. 

Mr. Gary. Thank you. 

Mr. Passman. Mr. Conte, do you have any questions dealing with 
the Pan American contracts? We have two special men from the 
State Department here on that matter. 

Mr. Contr. This is not general questions ? 

Mr. PassmMan. This is on the Pan American contracts. 
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Mr. Conte. No, I have no questions. 
Mr. Passman. We want to thank you gentlemen for appearing 
before the committee. 
We shall now return to consideration of the regular technical cooper- 
ation program. 
Mr. Apams. Thank you. 
InpIA 


Mr. Passman. Now, gentlemen, we shall return to the discussion 
of India. When we recessed for lunch we had been told that through 
June 30, 1959, our dollar aid to India had been $1,564,100,000. In ad- 
dition to that, there was $4,023,000 In MSP counterpart and § 
535,000 of local currency under Public Law 480. 

The statement made before lunch does not agree with the table sub- 
mitted to the committee at last year’s hearings which indicates that 
other assistance to India was $1,771,800,000. 


$227,- 


RECONCILIATION OF FIGURES 


So I wonder if you have had an opportunity to reconcile the state- 
ment given to us in 1959 and the one given to us today dealing with 
India ¢ 

Mr. Grant. Sir, we were unable to reconcile over the luncheon 
period the difference between the table submitted last spring and the 
figure—— 

Mr. PassMAN. It was a year ago, May 1959, if I remember correctly. 

Mr. Grant. Sir, we do not have the reconciliation here of those 
two figures, and I would suggest it would be more useful if we either 
testified on this later or supplied it for the record. 

Mr. PassmMan. Gentlemen, we have been on this since early in 
March, and have considered only about 11 percent of the total money 
involved in the bill. The committee is going to be confused in trying 
to mark up the bill. As you are going to have a pipeline of some 
$5 billion of unexpended funds, would great harm be done if we 
suspended the program until such time as we could hold ae 4 to 5 
months’ hearings, such as we are having today, and smoke this thing 
out, for your bene fit and for the committee’s benefit? How can we 
proceed when there is so much conflict for one year against the other / 
It is impossible for us to actually know. 

Would you like to return to this at a later date ? 

Mr. Grant. Sir, 1am prepared to furnish it in the form of an insert. 

Mr. PassmMan. We want somebody to appear before this committee 
who can tell us whether your presentation of this year is correct or 
your presentation of last year was correct. I think it would be better 
for you to fix a date when you will be prepared to at least reconcile 
these two figures. 

Would you care to fix a date, Mr. Inspector General / 

Mr. Murrny. Certainly, Mr. Chairman, this evening we can take 
this table and the other information and find out what the differences 
are between them and ascertain which is right. 

Mr. Passman. Did we get this table from the ICA last year? 

Mr. Murrrry. Yes, it was prepared by ICA last year. 

Mr. Passman. Are we going into the same detail this year? 

Mr. Moureny. Mr. Chairman, I am proceeding on the assumption 
the information furnished you last year was correct and that there 
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is some error in the information furnished this year. I would sa 
the information we can obtain will bear out that the information 
we gave you last year was correct. If I am wrong, we will have to 
make the explanation tomorrow morning. 

Mr. Passman. We intended to project this out to completion, and 
see how many billions of dollars to which we have committed our- 
selves. 

Would you try to reconcile the dollar amount, the $1,564,100,000 
and the $1,711,800,000 through June 30, 1959, and add to that the 
amount for fiscal 1960 and the amount requested for fiscal 1961, and 
get the total; and then go back and pick up the local currency, 
$4,023,000 in MSP counterpart and $227,535,000 of local currency 
under Public Law 480? 

Mr. Murpny. They are in there, Mr. Chairman. We cannot count 
them twice. Public Law 480 and mutual security counterpart funds 
are all accounted for under the heading Public Law 480, title I, or 
special assistance. 

Mr. Passman. All right. 

Mr. Conte. This table they gave this morning showing $1.7 billion, 
where is that located ? 

Mr. Passman. The one they gave this morning was $1,564,100,000, 

Mr. Conte. Where does that come from ? 

Mr. Passman. From the witnesses testifying today. 

Mr. Contr. Where is that ? 

Mr. Passman. Last year they gave a figure of $1,711,800,000. This 
morning they gave a figure of $1,564,100,000. So there might be 
enough in the pipeline to run 3 years, because maybe we shall “find a 
hundred million or so you thought you had obligated but you have 
not. You question that, Mr. Murphy ? 2 

Mr. Murruy. Yes, I do. 

(The information supplied may be found in the appendix, p. 3071.) 

INDUSTRIAL CREDIT AND INVESTMENT CORPORATION 


Mr. Passman. On page 137, I note the ICA established the Indus- 
trial Credit and Investment Corporation—you are really getting into 
the banking business—with a loan of $21 million of Public Law 480 
rupees. 

Would you comment on this item, and also indicate where the estab- 
lishment of this bank was justified or presented to the Congress in 
direct authorization ¢ 

Mr. Ipr. Sir, we have in our technical cooperation program a project 
which provides help to the Investment Council. 

Mr. Passman. To the what? 

Mr. Ipr. To the Investment Council. 

Mr. Passman. I am talking about a subdivision of the Industrial 
Credit and Investment Corporation of India, ICICI. Where did you 
get the authority to establish the Industrial Credit and Investment 
Corporation with a loan of $21 million of Public Law 480 rupees? 

Mr. Ine. Under section 104(g) of Public Law 480. 

Mr. Passman. Toset up a bank? 

Mr. Ine. To make loans. 

Mr. Passman. Did they apply to the Development Loan Fund for a 
dollar loan, subsequent to the establishment of this bank? 

Mr. Grant. Sir, the ICICI was established some years back, I 
believe. 

The ICICI was established, I believe, in 1955, and at the time of this 
establishment it received capital participation in one way or another 
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from a variety of sources including the World Bank, private interests 
in the United of Kingdom and United States, and a Government of 
India loan of 70 million rupees or roughly $14 million. 

The ICICI has been operating since that date and this statement 
would indicate that in fiscal year 1959 there was a loan of $21 million 
of Public Law 480 rupees to ICICI, which is designed to make loans 
to small- and medium-sized private enterprises in India. 

Mr. Passman. Was the Development Loan Fund in existence at the 
time of the establishment of this bank ¢ 

Mr. Grant. No, sir, not at the time ICICT was established. 

Mr. PassmMan. Subsequent to the approval of this $21 million loan 
of Public Law 480 rupees, have you approved a DLF loan for this 
bank ¢ 

Mr. Grant. We do not have immediately with us, sir, the informa- 
tion to give you an affirmative or negative answer. 

Mr. Passman. Do you recall, Mr. Inspector General, whether or 
not, subsequent to the approval of this $21 million loan of local eur- 
rency, an application was received and approved for a Development 
Loan Fund loan for this ICICI bank ? 

Mr. Mureny. I do not find the loan listed to that institution from 
the Development Loan Fund, Mr. Chairman, but whether an applica- 
tion is pending, I would not know. 

Mr. Passman. I believe I said an application received and approved. 

Mr. Murrnuy. Well, I have here the list of loans made through 
January 351. 

Mr. Passman. You have a long list behind a letter of commitment 
or letter of encouragement. Are they in that category / 

Mr. Ine. We are making a phone call to ascertain this information. 

(Note.—The phone call ascertained that the DLF has not as yet received an 
application from the ICICI.) 

Mr. Passman. I do not know what we would do without the tele- 
phone. 

Was the Development Loan Fund in existence when this loan was 
made ? 

Mr. Ing. This was a local currency loan. 

Mr. Murpuy. The answer is “Yes,” it was in existence. 

Mr. Passman. Thank you. 


MODERN STORAGE OF FOOD GRAINS PROJECT 


Would you comment on this “Modern storage of food grains pro- 
ject,” which you have programed for $35,000 ¢ 

Mr. Grant. Sir, this is a continuing project which was designed to 
assist the Government of India in de ‘veloping modern ways of storing 
and handling food grains. They have continued to use in very large 
part, in India, the kind of storage fac ilities which have existed for 
centuries, with a very high loss from vermin, rot, and the like. The 
percentage figure of ‘loss, as I recall, was quite high. The U.S. Gov- 
ernment now for some years has been working with the Indian Gov- 
ernment in trying out different modern methods of handling grain 
under Indian conditions, and this particular project is a continuation 
of that effort. 

Mr. Passman. Thank you. 
What has been the total amount of commitments on this project to 
date ¢ 
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Mr. Grant. Sir, we do not have the exact figure with us. It is my 
understanding it has been in the neighborhood of one and a quarter 
to one anda half million dollars. 

Mr. Passman. There is a wide spread there. 

Mr. Ine. The obligations through 1959—— 

Mr. PassmMan. What is the latest date ? 

Mr. Ine. The latest date I have is through the end of June 1959 
$1,426,000. 

Mr. PassMaAn. $1,426,000 ? 

Mr. Inr. Yes, sir. 

Mr. PassmMan. What amount do you have planned for 1960 ? 

Mr. Ine. In 1960 we have for this, $86,000, sir. 

Mr. Passman. And fiscal 1961? 

Mr. Ine. $38,000. 

Mr. Passman. Now, can you project this to completion, and give 
us the ets ion date as well as the total cost:? 

Mr. Grant. This particular technical cooperation project, sir, ter- 
minates with the funding provided for fiscal year 1960. 

Mr. Passman. Ata cost of $1,550,000 ¢ 

Mr. Grant. Yes, sir. 

Mr. Passman. That money was spent primarily for technicians? 

Mr. Ipr. The money we are asking for in—— 

Mr. Passman. We have already spent the $1,426,000. 

Mr. Grant. The primary allocation of funds under this project 
was for equipment and supplies, if you take the cumul: ative figure. 

Mr. PassMan. That is what we want. Now, let us take your figure 
under 1959 of $1,426,000. What part represented what we re fer to 
as commodities and/or supplies ? 

Mr. Ine. $1,336,000 was obligated for commodities and $90,000 was 
obligated for U.S. technicians. There were no participants, I believe 
I should add. 

Mr. Passman. In this instance you are using about 95 percent for 
commodities. Does the law permit you to do that ? 

Mr. Grant. Sir, the original project agreement was signed and 
utilized funds that were made available to India when we were using 
a large proportion of the technical cooperation funds for India for 
equipment and supplies, and it has been subsequent to that date 
that we have administratively greatly narrowed the purchases of 
equipment and supplies that we use for projects, both because we think 
this is the most effective utilization of available funds and response 
to congressional statements of their views. 

Mr. Passman. In prior years about 90 percent of the technical as- 
sistance program went for commodities and/or supplies, and about 10 
percent of it for personnel ? 

Mr. Ipr. On this particular project, sir. 

Mr. Passman. Let us get into some of the others. 

Would this be the exception ? 

Mr. Grant. Yes, sir. 

Mr. Passman. Do you have any other contracts that we will run 
into similar to this. where you are actually trying to start one as, for 
instance, in North Africa? Maybe, this is the precedent for it. Let 
us see if vou have any others? 
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DEOBLIGATION OF FUNDS 


Is it not true that you built this out of deobligated funds? 

Mr. Mureny. That is what I understand, Mr. Chairman. 

Mr. Passman. From what did you deobligate, in order to get these 
funds? 

Mr. Murrny. In the early days of the program, if you will go back 
to the early 1950's, Mr. Chairman, you will recall we did not at that 
time have special appropriations for technical cooperation and dif- 
ferent appropriations for special assistance and defense support. We 
had only one heading in an area which was within the technical assist- 
ance, and out of that grew the concept of segregating these under 
separate appropriations and keeping the economic assistance and the 
other operations in se par ate accounts. 

The money used to finance this project was deobligated from one 
of those combined appropriation accounts which could be used either 
for economic assistance or technical cooperation projects. 

Mr. Passman. Instead of letting that money lapse, and putting it 
all out on the table where we could see it, you plowed that back into 
the technical aid program, which had the effect of increasing the ap- 
propriation for technical aid for that year; did it not ? 

Mr. Mureny. Except as they pointed out, Mr. Chairman, this rul- 
ing does not meet the concept of technical assistance. 

Mr. Passman. It does not meet the concept, according to you, but 
you carried it over into the technical aid program; did you not? 

Mr. Murrny. Yes, sir. 

Mr. Passman. You deobligated it and spent it out of the technical 
aid appropriation 4 

Mr. Murruy. No; it was spent out of its original appropriation. 

Mr. Passman. But, for a technical aid project / 

Mr. Murruy. That is where I think you have a problem of defining 
it. 

Mr. Passman. It was made out of this particular category under 
technical aid; is that correct ? 

Mr. Murruy. The current expenditures are out of this category. 

Mr. Passman. When did you enter into this contract? 

Mr. Ine. The project began i in 1954. 

Mr. Passman. Where is the project located in India ? 


DESCRIPTION OF PROJECT 


Mr. Grant. Sir, this project is involved in working with the In- 
dians in grain storage points all over India at a number of points. It 
involved the building of two grain silos including elevators, as the 
Indians call them, plus small modern storage facilities. One of the 
major items was built at Hapur in the heart of the major grain pro- 
ducing area of northern India, designed to demonstrate the effective- 
ness of this kind of storage in that kind of an area 

A second one was to be built in, I believe, Calcutta to demonstrate 
the effectiveness of bulk handling of grain from ships to shore. In 
the past it had been necessary to bag the grain before it could be un- 
loaded from the ships, and it was these two major silo elevator installa- 
tions, plus smaller storage units which were involved. This particu- 
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lar program has been considered by the Indians to have gone a long 
way toward improving their practices. They are proc eeding now or 
they are proposing to proceed, utilizing their own capital funds on a 
much larger storage program along these lines, and this would facili- 
tate the handling, for example, of American grain and the like going 
to India. 


SPECIAL STUDY MISSION REPORT 





Mr. PassmMan. Now, let us get right down to the meat in the coconut. 
Tam sure that you are familiar with the special study mission to Asia, 
western Pacific, Middle East, southern Europe, and north Africa. We 
shall turn to page 19 of that report, and here is what we find, continu- 
ing to page 20: 


(1) Grain elevator in India.—The study mission had an opportunity to visit 
Hapur where modern grain elevators have been constructed. The total cost of 
constructing this modern storage of food grains, with metal building and ele- 
vators, 20 silos and a huge warehouse, is approximately $600,000, about $415,000 
of which was expended by the United States. 

A project agreement was signed in 1954 to assist the Government of India in 
exploring the advantages of new types of construction for the storage of grain. 
Two 10,000-ton silos, complete with grain elevators, and 50 prefabricated metal 
storage buildings were to be provided from U.S. project funds at two locations 
within the country. 

In April 1956 the International Cooperation Administration obligated $4 mil- 
lion for the procurement of 500 additional prefabric ated storage buildings, and 
also planned to contribute an additional $3 million in 1957. These plans were 
made although the project for the 50 buildings were not progressing. When 
this condition was recognized the sums were deobligated and the $4 million was 
transferred to another project. 

The study mission is concerned with the magnitude of this program and the 
apparent lack of adequate planning. The grain elevators at Ilapur are larger 
and better equipped than many in the United States, as well 
to build than many of comparable size. 

















as more costly 


Is that the same project we are discussing here today ? 

Mr. Grant. Yes, sir. 

Mr. Passman. Thank you. 

Mr. Granv. Sir, you might be interested to know that on the size 
of these elevators that there are m: ny, many elevators in this country 
that are the same size, or larger. We have, for example, the U.S. De- 
partment of Agriculture which has approved for storage of U.S. 
Government-owned grain more than 10,000 so-called country elevators 
which can be distinguished from terminal elevators which are, of 
course, much larger. These U.S. country elevators average some 410,- 
000 bushels each. Of this group of 10,000, some 2,000 are approxi- 
mately the size of the Hapur elevator, or larger. 

Mr. Passman. You used deobligated funds from some other ac- 
count to do this, and you have taken advantage of some technicality 
in the law that permits you to obligate it for one purpose, cle obligate 
it, and transfer it over for an entirely different purpose from that for 


which it was originally appropriated. That is all we are trying to 
establish for the record. 




















INCREASE IN TECHNICIANS 
Would you comment on the necessity for an increase of 22 U.S. 
technicians and 7 contract technicians? 

Mr. Ipr. The increase in India, sir, is primarily in education and 
agriculture. The ratio of our technicians in India to the requirements 





of the Indians is extremely small. The addition of 22 Americans 
does not substantially alter the ratio of American technicians to 
Indians and the problems of economic development in India. 


CONCLUSIONS OF SPECIAL STUDY MISSION ON COMMUNITY DEVELOPMENT 
PROJECTS 


Mr, Passman. Do you agree with the conclusions of the special 
study mission reported on the community development projects in 
India for which $13,873,000 has been spent 4 

Mr. Grant. If I recall correctly what the conclusions were—and I 
would appreciate the opportunity for refreshing my memory on that 
hefore I answer the question 

Mr. Passman. Yes, sir. Do you have the special study commission 
report ¢ 

Mr. Granvt. I have read it in the past, sir, and I knew that we had 
some questions with respect to their particular conclusions on this 
particular item that you have mentioned. I believe it is on page 21. 

It is our understanding, sir, that the village that was visited and 
which is described here as a model village was not a model village. 
I think their own description of it would indicate why it was not a 
model village and why it would not have been chosen as a model 
village. 

Mr. Passman. It was chosen for the inspection of the members as 
a model village. 

Mr. Grant. Well, sir, my understanding on this was—and I could 
be subject to correction—that this was a particular village that was 
picked out along the route of their travels. 

Mr. PassMan. That was probably about the best they could find 
to show them: would you not think? They would not show them 
their worst villages. 

Mr. Grant. Now, sir, I personally have visited many of these 
villages and have traveled from village to village in the areas where 
this program has been carried out on my own and unaccompanied 
and with external guides, and this description would not at all typify 
those that I myself have seen. 

I think that they do accurately indicate that there has been some 
concern over the progress under this program. I think that there 
were some overambitious expectations of achievements under it which 
some people accepted and these did not materialize. 

Also, this has been an extremely large program, covering currently 
I believe almost half the villages of India. The Indian Government 
has done for some years now a constant and critical extremely careful 
investigation of it. They have set up what you might call their own 
inspector general and controller for reviewing these particular pro- 
grams, and my understanding is that the people who are close to the 
program and the Indian Government believe this is an extremely 
valuable program for India. . 

Mr. Passman. Then you disagree with their conclusions? You 
either do, or you do not. 

Mr. Grant. This particular project, sir, has not achieved all that 
some of its proponents expected. 

Mr. Passman. As it was indicated to us last year, at page 1739 of 
the hearings, that this was one of their successful projects—ICA’s 
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successful projects—I may note for the record just this one sentence 
from the special mission’s report : 

Although the study mission realizes perfectly that it can base no cumulative 
judgment on one example, it seems significant that this particular village was 
chosen as a model to be shown to us. 

So, let the record speak for itself. 

Mr. Grant. Well, sir, on this I think this has been a program which 
has accomplished a great deal in India. For example, the villagers 
have built 78,000 miles of roads, They have improved- 

Mr. Passman. All out of this $15 million ? 

Mr. Grant. No, sir. 

Mr. Passman. Are you not, Mr. Grant, getting into the overall? 
Let us stick to this one thing. 

Do you agree with the conclusions of the special study mission report 
on the community development projects in India for which $13,873,000 
has been spent ? 

Mr. Grant. Sir, you asked me—there are a number of statements 
and some expressions of views as communicated to them by others. 
They looked at one village. 

Mr. Passman. You people selected this one village, and they took 
them directly to it. 

Mr. Grant. My understanding, sir, was that this was not selected 
as a typical village as an example of the program. 

Mr. Passman. I should like to again quote this to you: 

Although the study mission realizes perfectly that it can base no significant 
judgment on one example, it seems significant that this particular village was 
chosen as a model to be shown to us. 

I am merely trying to clear for the record whether or not the ICA 
agrees that these conclusions are correct. 

Mr. Grant. Sir, we will be glad to provide you with an insert as to 
how this particular village was selected. It was my understanding 
that this particular village was not chosen as a model. 

Mr. Passman. I do not think that many Members of Congress 
would make such a statement without having something to back it up. 
So, the gentleman will insert his statement, and please request the other 
committee to have a statement submitted, and let us see who wins that 
round. 

(The information supplied may be found in the appendix on p. 
3073.) 
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IRAN 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 
Actual Estimated Proposed 
fiscal vear fiscal vear fiscal vear 
1959 1960 1961 





Project assistance: 
Technicians 
Participants ane 
Contractual services aniaiies 
Supplies and equipment 
Contribution to cooperative 
Other costs 


Total project assistance - -- 


Number of peopl . 
Technicians (on duty close of year): 
U.S. employed 
Contract__._- 


Total technicians 


Participants (programed during year): 
Noncontract_- ; an 
Contract _- 


Total participants 


Field of activity: 
Acriculture, forestry, and fisheries = ‘ 
Industry and mining ae 2 = ade 4 225 314 
Transportation BS See Reet 331 
Labor ‘ sa ois i > 131 52 
rn RUE CR 1s a wins caine dee eres me giuliani 598 690 
Education eee incon an 562 490 
Public Administration_..........-.- ; 1, 263 723 
Community development, social welfare and housing - ---- 74 204 
General and miscellaneous | 1,818 1, 443 


Q 


Total by field of activity 5, 768 5, 400 





Mr. Passman. Now, we consider technical aid for Iran. 

What did you have for Iran in fiscal 1959 ¢ 

Mr. Ine. In fiscal 1959, sir, we had $5,768,000. 

Mr. Passman. How much did you have for fiscal 1960 4 

Mr. Ine. In 1960 we had $5,400,000. 

Mr. PassmAn. What amount are you requesting for fiscal 1961 ? 
Mr. Ing. We are requesting the same amount. 

Mr. PassMAN. $5.4 million 4 

Mr. Ipr. $5.4 million. 
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BUDGET 






SURPLUS EXPECTED 


Mr. Passman. I note that Iran, according to the divider sheet, ex- 
pects to have a budget surplus at the end of this 1960 budget year of 
SL: 3 million, primarily asa result of U.S. aid. 

Mr. Ine. This is not primarily the result of technical cooperation, 

Mr. Passman. You received $141 million, budget receipts, and we 
are speaking of Iran, and reading your own statement it says “budget 
receipts from U.S. aid and Public Law 480, $141 million.” 

Where do you think they would get the $13 million if they did not 
get it out of this budget support of $141 million 2 

Am I correct in ¢ alling this to your attention ? 

Mr. Ine. Yes, sir; this is out of the mutual security appropriation. 

Mr. PassMan. If you gave them budgetary support of $141 million, 
would it not naturally follow that if they had a surplus of $1: } million, 
it would come out of that budgetary support, because they had a 
deficit before ? 

Mr. Ine. Yes, sir. 


Mr. Passman. Thank you. 








SKILLED MANPOWER 


According to the justifications, Iran’s greatest need seems to be 
skilled professionals, technical, and managerial manpower. 

How much of the technical assistance program is directed toward 
meeting this need ¢ 

Mr. Ine. I would say, sir, that the whole technical assistance pro- 
gram is aimed at that general problem. 

Mr. Passman. Aimed at the general problem 

Mr. Ine. Of improving technical and managerial skills of the 
Tranians in a variety of fields. 





LUMBER OPERATION PROJECT 
Mr. Passman. Do you have a lumber operation project in the 
Caspian region ? 

Mr. Ing. Yes, sir. 

Mr. Passman. For what amont is it budgeted ? 

Mr. Ine. In 1961, $65,000, sir. 

Mr. PassmMan. Let us go back to the original question. When did 
this project have its original approval ? 

Mr. Inr. This was one of the earliest projects. 

Mr. Passman. When did it have its approval? Perhaps, I can help 
the gentleman. I believe it was planned about 7 years ago. 

Mr. Ipr. Yes, sir, that would be about the time. 

Mr. Passman. How much have you obligated for the project during 
those 7 years ? 

Mr. Ine. Since the beginning of the project we have obligated 
$395,000. 

Mr. Passman. That is, through fiscal 1960 ? 

Mr. Ine. Through the end of 1959—fiscal 1959. 

Mr. Passman. How much for 1960? 

Mr. Inz. That completed that phase of the project. 

Mr. Passman. How much do you have unexpended in this account ? 

Mr. Ine. It has all been expended, sir. 
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Mr. PassmAn. Has the project been completed ? 


Mr. Ive. The phase of the project which was contemplated under 
the original project has been completed. 


ORIGINAL PROJECT 


Mr. Passman. Now, if it is completed, why would you be budgeting 
money for it for fiscal 1961 4 

Mr. Ine. The original project was to set up a sawmill and to add 
other services with respect to the management of forest lands and the 
harvesting of the timber. What we show in 1961 is solely a technical 
cooperation project for advi ising on the operation of the lumber mill. 

Mr. Passman. What is the projected cost? You have explained one 
phase of it. How many phases do you have in the project ? 

Mr. Ive. We do not project anything after 1961, sir. 

This will complete it. 

Mr. JP. ASSMAN. What are you going to do with this? You have 
spent $395,000 through 1959, and you are skipping 1960, and then you 
are going forward into 1961. 

Mr. Ir. No, sir; we are beginning a new phase of the project which 
is defined as a new project in 1960. 

Mr. Passman. If it is a new project, why do you carry it as a con- 
tinuing project? There is just nothing which corresponds with the 
previous information. 

Mr. Ipr. It is a new project in 1960, sir. 

Mr. Passman. Why do you call it a continuing project ? 

Mr. Ipr. Therefore, it is a continuing project in 1961. 

Mr. Passman. You said there was no money in 1960, did you not? 
You said you had finished that phase. You are starting, then, on 
another phi ise. It is new and continuing? 

Well, it is your record. We got just as confused last year. I want 
toassure the gentleman that he is not the only one confused about this. 
I shall read into the record what happened. 

Last year, at page 639 of the hearings, it goes something like this: 

Mr. PASSMAN. Is it true that we wasted half a million dollars for a sawmill 


which proved to be totally inadequate for the country’s heavy teakwood logs? 
Mr. RouNTREE. We shall be prepared to answer, Mr. Chairman, when we dis- 
cuss defense support. 
Mr. PASSMAN. Why not answer now, if you have the answer? 
Mr. RountTREE. I do not have the answer at the present time. 
Skipping on down, we find this colloquy : 


Mr. Murpuy. We will check it. I will also check on the sawmill. I do know 
we had trouble with the sawmill. 

Mr. PASSMAN. I wish you would check on the others, too. 

Mr. Murpny. Yes. 

You have had a year now. Mr. Murphy, have you checked it? 

Mr. Mcrrny. Mr. Chairman, you misread that portion there. I 
said I did know we had trouble with the sawmill. 
_ Mr. Passman. All right; then correct it. Where are you correcting 
It! 

Mr. Mureny. Up there where you had me quoted as saying: 


We will check it. I will also check on the sawmill. I do know we had trouble 
With the sawmill. 


Mr. Passman. You stated you did know you had trouble with the 
sawmill ? 











1602 





Mr. Murpny. Yes, sir. 
Mr. Passman. Has the gentleman had any more trouble with it 
since then ? 

Mr. Murrpny. Well, it has been pretty much cleared up, Mr. Chair- 
man, but it was a very troublesome project. 

Mr. Passman. It is still troublesome, is it not ? 

Mr. Murpuy. No; I understand that the sawmill now—— 

Mr. PassmMan. Why did you not give us the answers last year, as 
you agreed to do and as Mr. Rountree agreed to do? Why do we 
have to open it up again this year, and waste your time and ours as 
well ? 

It is a continuing project, and then it is a new project, and then 
there is a second phase of the old project. 

We want to know whether it is a new or a continuing project. 

Mr. Rees. Sir, if I may say so, we thought we had responded last 
year and we do not find in our records written indication that this 
print of another committee of this body was directly given to you. It 
does contain an answer to the allegation on the saw mill in Iran, dated 
after the period of your inquiry. 

Mr. Passman. Other witnesses before the committee have stated 
that they have not even read the committee’s report. That is not 
charged to you, but to someone else who has been too busy to read the 
report. 

This $65,000 will be used for what purpose, specifically ? 

Mr. Ipr. Sir, the former project. was to establish the mill and we 
had a lot of trouble with it and the Iranians have now completed the 
arrangements 

Mr. Passman. With our money? 

Mr. Ine. They have at their own expense corrected their deficiencies 
and have completed the project that they were responsible for. 

The money which we have in here this year and next year is going 
to provide for two contract. technicians to assist them as they get the 
mil] into operation. 

Mr. Passman. Only two contract technicians? 

Mr. Ine. I believe there is $65,000 

Mr. PassMan. It is your understanding that there are only two. If 
that be true, I want to place my application for one of those jobs, 
if I can qui ulify. 

You left this blank here. You have the sum of $65,000, but you do 
not show the number of technicians. 

Mr. Ipr. ITamsorry. sir. There are 5 technicians. 

Mr. Passman. All United States? 

Mr. Ipr. Yes. I believe these are going to be contract, but I do not 
have that information. 

Mr. Passman. For how long a period ? 

Mr. Iner. I believe, sir, we have already testified that the project 
will be phased out by the end of 1961 

Mr. Passman. I am talking about for how long a period would you 
employ these five technicians under contract ? 

Mr. Ipe. It cannot be longer than the 2 years, sir, which we have 
been discussing. 

Mr. Passman. If you get these five technicians to work for 2 years 
for $65.000, let us pin this down. 
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Mr. Inr. I do not believe, sir, that they would be there all the time— 
that five people would necessarily be there all the time. These are 
going to be consultants working on different aspects of the project. 


LUMBER OPERATIONS PROJECT CONTRACT 


Mr. Passman. With whom do you have the contract, and what are 
they going to do? 

Mr. Ipe. I will have to supply that, sir. I do not know. 

Mr. Passman. Do any of the other witnesses know with whom you 
may have this contract? It is a new contract. Could it be any fur- 
ther along than just proposing it? Let us know with whom you are 
negotiating, because you could not have a firm contract, when you 
have not even received the money. I hope you are not taking that 
much for granted. 

Mr. Ine. We have obligated the money in 1960, sir. So, we have 
something there and what we have, I can find out. 

(The information requested follows :) 

U.S. dollars obligated and programed in connection with the Caspian Sawmill 
are as follows: 
aren NO a cies rie pls a eee $395, 000 
Fiscal year 1960 100, 000 
Fiscal year 1961 65, 000 

Total 

In addition, advisory services estimated at $118,000 have been rendered to this 

project from the professional engineering and industrial services project by the 


contractor, George Fry Associates. The total dollar obligations therefore amount 
to $678,000. 


No U.S.-owned or U.S.-generated counterpart has been allocated to this project, 
nor has the DLF received or approved a loan application in connection therewith. 

Mr. PassmMan. First it is indicated as a continuing contract and 
then you say that the old contract has been completed and that this is 
a new contract and that you are asking for $65,000 for fiscal year 
1961—a year that is still ahead of us—and then you say this is al- 
ready obligated. 

Am I correct, or am I getting just a little bit— 

Mr. Inr. No, sir; may I correct the record? We have $100,000 in 
1960 which begins a new project. 

There will then be added $65,000 in 1961 and that will complete 
the project. 

Mr. Passman. You said earlier that you had concluded the con- 
tract and that you had no unobligated funds. Now you find $100,000. 
Where did you find that ? 

Mr. Ine. We completed the old project at the end of 1959, which 
was the project which set the mill up. 

Mr. Passman. How much was that ? 


NEW PROJECT 


Mr. Ipr. That, sir, is the $395,000 which is under the original pro- 
ject. We then closed that project out and in 1960 we are beginning a 
strictly technical cooperation advisory contract for 2 years, at a total 
cost of $165.000. 

53909—60—pt. 2- 20 
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Mr. Passman. Then, would you agree that without my urging in 
establishing this information this hearing would have been closed and 
we would have been under the impression that you were dealing only 
with $65,000 

How many technicians did you have employed last year, out of the 
$100,000 contract ¢ 

Mr. Ipr. In 1959? 

Mr. Passman. No; 1960; 1959 is closed and the money has been 
spent. 

Mr. Ipr. In 1960 we have five technicians. 

Mr. Passman. All right. sir. 

Mr. Ine. Either contract or direct hire, and I am trying to find 
out—— 

Mr. PassmMan. It simply means that the five technicians for 2 years, 
instead of getting $65,000, get $165,000 ? 

Mr. Ipr. $165,000; yes, sir. 

Mr. PassMan. With whom do you have the contract ? 

Mr. Ine. We have to find that out. 

Mr. Passman. Would you mind having a telephone call made, and 
let us find out with whom the contract is made. 

While they are getting that information—and this looks as if it is 
going to be one of the most expensive second-phase operations we have 
had, because that is going to run about $165,000—I still say if there 
isa job open, T want it. 

What will the technicians do? 

Mr. Ipr. They will help the Iranians actually get the mill into 
operation. 

Mr. Passman. You mean it is going to cost $165,000 to get a $395,000 
mill into operation ? 

Mr. Ine. The specialists are going to include the mill management 
and operations, the installation and the completion of the installa- 
tion—— 

Mr. Passman. I thought you said it had already been completed. 
Did you not tell us the mill had been completed, and now it is a ques- 
tion of getting it into operation ? 

Mr. Ine. In 1960; yes, sir. 

Mr. PassmMan. Now, it is a question of getting it into operation ? 

Mr. Ipr. Yes, sir. 

Mr. Passman. And it is going to cost $165,000 and take 2 years to 
get a half-million-dollar sawmill into operation ? 

Mr. Ive. It will require training in the machinery which has actually 
been installed. That training could not occur before they completed 
the physical construction of the mill. 

Mr. Passman. They are kind of getting the cart before the horse. 
You build the mill and train someone to operate i t ? 


COST OF TECHNICIANS 


Mr. Ruopes. Would you yield to me at that point, Mr. Chairman? 

Mr. PassmMan. Surely. 

Mr. Ruopes. Perhaps, this is not a coincidence or, perhaps, a hap- 
penstance, but these two employees cost $33,000 a year 

Mr. Ine. Five employees. 

Mr. PassMAN. $165,000 is for 2 years. 
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Mr. Ruopes. Under the GAI contract for Iran there was some 
$300,000 for 13 employees for 3 years, which was about $33,000. 

Is this the standard rate? Is there anything in the ICA rules 
regarding contracts that when you send someone to Iran you pay 
ibout $3 3,000 per employee ¢ 

Mr. Grant. Sir, when we concluded your questioning on Iran, I 
was supposed to ask permission to amplify the record on the GAI 
contract for Iran and for which it now develops that there was some 
nformation which we did not provide you. 

Generally, sir, in answer to your generic question, the cost of the 
ontract will vary, first of all, from country to country not only 
for matters of distance but for reasons that the country involved 
will make different kinds of contributions toward the local cur- 
rency costs which they will pay and in other countries we pay it. 
Some countries pay the quarters allowances and in some countries 
we do. So, you will hit variations from country to country which 

vill make differences. 

Mr. Ruopers. Is $33,000 your rule of thumb per employee per year 
tor Iran? 

Mr. Grant. No, sir. I would say that the average cost to the 
U.S. Government contract negotiations in Iran runs under $30,000. 

Mr. Passman. If the gentleman would yield ? 

Mr. Ruopes. Surely. 

Mr. Grant. If you would care, I would be willing at this time 
to amplify on the GAI, while we are waiting on the other informa- 
ion. 

Mr. Passman. Let us stay on this, if we may. 


COST OF TECHNICIANS 


We established earlier, and it is in the record, that ICA personnel 
osts about $15,000. That is in the record from last year. We have 
established earlier, according to the testimony then, th: at the $1,113,000 
n Iran worked out to $ 30,000 per technician. Under this it is $33,000. 


NAMES, SALARIES, AND BACKGROUND OF TECHNICIANS 


While they are calling downtown to get the other information, 
with reference to the name of the contractor, will you also make a 
note of this: The name of the five technicians, as they have already 
been employed, where they worked previously, the salary they re- 
eived from previous employment. I think if you will accommodate 
is in that, we would be grateful. 

Would you comment on the two new projects proposed for 19612 

Mr. Ipr. Yes, sir. 


OTHER FUNDS FOR SAWMILL PROJECT 


Mr. Passman. The economic minerals survey, I believe, is the first 
one, 

Mr. Ipr. Yes, sir. 

Mr. Passman. Is this a new project ? 

Mr. Inr. This is a new project. 

Mr, Passman. What amount are you asking for fiscal 1961 ? 

However, before we leave this other project—this sawmill—do they 
nave any money from defense support or the Development Loan Fund 
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or any other money in Iran for this sawmill in any other appropria- 
tion under mutual secur ity ? 

Mr. Grant. For fiscal 1961 ? 

Mr. Passman. Any at all. 

Mr. Ine. I believe, sir, this is the complete cost which the United 
States has put into it. 

Mr. Passman. Please check the record and be prepared to tell the 
committee tomorrow whether or not there have been any other U.S, 
dollars or U.S.-owned or U.S.-generated counterpart funds which 
have gone into this project. Off the record. 

( Discussion off the record. ) 


ECONOMIC MINERAL SURVEY 


Mr. Passman. For the economic mineral survey, you are asking 
$52,000 for fiscal 1961 ? ae 

Mr. Ipr. Yes, sir: $52,000 in 1961. 

Mr. Passman. How many technicians will be involved ? 

Mr. Ine. There will be two technicians. 

Mr. Passman. I believe they get $3,000 when you take out the com- 
modities? That cuts them down to $18,500, and it looks like a bar- 
gain compared to the others; does it not 4 

Mr. Ine. Yes, sir. 

Mr. Passman. Did you negotiate with these technicians to get 
them at a lower rate than the others we have been discussing, or do 
they fall in different fields? Are these contract technicians ¢ 

Mr. Inr. No; these are direct hire technicians. The figure for any 
one year obviously depends on when they are expected to arrive and 
what the recruitment schedule is. This is the best estimate as to the 
cost for two people at the time that average recruiting rates would 
get them out to Iran. 

Mr. Passman. Would you project this item to completion ? 

Mr. Ive. Yes, sir. The project is estimated to run through 1966 
and the cost after 1961 

Mr. Passman. Let us keep it together now. Let us have the total. 

Mr. Ine. The cost after 1961—— 

Mr. Passman. If you will, the total cost of the project at com- 
pletion? You are asking for $52,000, but what is the total project 
cost ¢ 

Mr. Ipr. $260,000 plus $52,000 which makes $312,000. 

Mr. PassMan. You are getting about 25 percent down, and deferring 
the rest. 

Now, if we may, let us take up Armed Forces vocational training. 





SAW MILL CONTRACT NOT YET SELECTED 


Mr. Ine. Sir, may I answer your earlier question about the sawmill! 

Mr. Passman. Yes. 

Mr. Ine. We find that the contractor has not yet been selected. 

Mr. Passman. For the second phase ¢ 

Mr. Ine. For the second phase. 

Mr. Passman. How could you obligate $159,000 in 1960, if you have 
not employed a contractor ¢ 
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_— Mr. Ine. Because we have signed a project agreement but we have 
not yet——-— 
Mr. Passman. With whom ? 
: Mr. Inr. We have signed a project agreement with the Iranians. 
uted Mr. Passman. Did you state that this was a contract? But is this 
4] not a figure you have gotten out of the air, this $100,000 ? 
wa Mr. Ipr. No, sir. This was the estimate 'd cost of the project which 
ink is in the project agreement. We are now negotiating the contract 
itself. 
Mr. Passman. With whom? What company ? 
Mr. Ine. The contractor has not yet been selected. 
Mr. Passman. Will that money automatically lapse? How could 
you obligate it for something you do not even know you are going 
king to have ? 
: Mr. Ine. We have to get the money before we can enter into a 
contract. 
Mr. PassMan. Either that or deobligate some project. I think in 
1959 you deobligated $19 million plus out of technical aid. 
om- 
bar- PROCEDURE ON CONTRACT FOR SERVICES TO FOREIGN COUNTRY 
Mr. Grant. Our procedure on this where it is a contract to provide 
get services to a foreign country normally is to sign a project agreement 
do under which all of the elements of the project are set forth. Some 
elements of the U.S. contribution, including contract services, are 
ae: obligated. The contract is subsequently developed, negotiated, exe- 
and cuted; actual costs of the contract may be less than we had estimated. 
the In some cases, where there are some additional costs, it may be some- 
uld what more, 
Mr. Passman. Now we are narrowing it down. You have not 
entered into a contract. 
966 Thus far you have not entered into a contract, and you are going 
to conclude it in 1961. That throws the entire $165,000 into fiscal 
tal. 1961, which raises their salary to $66,000, if you complete it according 
to your plans? 
m- Mr. Inr. No,sir. The contract will be financed—— 
ect Mr. Passman. You are only going to use it for 1 year? 
Mr. Inr. No, sir. These are the only years in which we are re- 
questing funds to put into the project. 
ing Mr. Passman. You have stacked up $100,000 last year without a 
contract? Then you are asking for $65,000 this year without a con- 
ng. tract, which would give you $165,000 for these five technicians? 
Mr. Ipr. Yes, sir. 
Mr. Passman, They may complete the job in 60 days, 6 months, or 
ayear. You do not know. This will be a contract, if you enter into 
11? t, for these people to do a certain amount of work ? 







Mr. Ipr. Yes. 








TRAINING 





ARMED FORCES VOCATIONAL 










Mr. Passman. How about the other project? You have Armed 
Forces vocational training. 
Mr. Ipr. Yes, sir. 


Mr. Passman. That isa new project ? 


ive 
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Mr. Ine. This isa new project. 

Mr. Passman. Did you obligate any new money for that last year? 

Mr. Ipr. In 1960? 

Mr. PassMan. Yes, sir. 

Mr. Ipr. No, sir. 

Mr, Passman. If that is a new project for 1961 with funds obli 
gated against a prior year’s appropriation, was there anything in 
between new and continuing, so we get a new caption there? I guess 
we could call it a phasing contract, and now we are getting into an- 
other new contract on page 150 under “Armed Forces vocational 
training.” 

How much money did you obligate for this new contract in 196 

Mr. Ipr. We have not obligated anything. 

















TOTAL COMPLETION COST 









Mr. Passman. Now you have 60 scheduled for 1961: and as far as 
U.S. technicians are concerned, what is the total completion cost? 

Mr. Inr. This project is scheduled to end at the end of 1963 and the 
total cost would be $60,000 which is in here, plus $120,000 more. 

Mr. Passman. You are going to step that up a little more next 
year ¢ 

Mr. Ipr. No, sir: this is $60,000 for 3 years. 

Mr. Prsioran. 'Y ou have $60,000 this year, and we are making 
downpayment of one-third for fiscal 1961, and we have two more 
installments ? 

Mr. Ine. That is right. 

Mr. Passman. To get the money ? 

Mr. Ipr. That is right. 

Mr. Grant. Sir, I am a little bit disturbed by your es lication here 
that we are only asking for a small percentage of What we at- 
tempt to do is to ask for the amount of money that we think will 
be required in a particular fiscal year. An alternative approach 
toward which we tended more in the earlier years to program was to 
ack for larger sums to permit multiyear funding so that a contract. 
let us say, could be carried all the way through several stages or phases 
of the contract. 

Mr. Passman. Then you think I am committing an unpardonable 
act by establishing, for the benefit of 180 million Americans who put 
up this money, the amount of the completion cost of these things! 

Mr. Grant. No, sir. 

Mr. Passman. That is the only thing I am doing. 

Mr. Grant. No, sir. We are giving you the information as you 
request it here. What we have tried to do is to limit, wherever pos- 
sible, the initial amount requested to that which will be required 
until further funding can be provided next year to avoid having 3 
larger pipeline of funds than is actually required to carry it forward 

Mr. Passman. I remember what you asked for, and T remember the 
legislation. They have been trying—I suppose a good part of the 
44,000 people employed in this program have been trying to switch 
this around and get it on a permanent basis, where you would not need 
an authorization, turn it completely loose, lift the ceiling. 

On the Development Loan Fund, they came in last year and said, 
“We want this much money. Why don’t you appropriate money now 
for another fiscal year?” 
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They have been advocating all along a permanent authorization, 
and to turn this completely loose. 

If I want to go from New Orleans to New York, I would not buy 
a ticket to St. Louis, because that would take me only halfway. 

As far as I am concerned, Mr. Grant, as politely as I can here, 
this year and any other year I am a member of this committee, we 
are going to try to project these contracts to completion. We think 
it would help the Department and everyone concerned to be able to 
check the second year against the first year. I think our able Di- 
rector of the Budget brought out, in alarm, and frightened the Amer- 

‘un people into a sense of responsibility, that we have mortgaged 
shed generations to the tune of $750 billion for domestic purposes. 
That was Mr. Stans’ statement and he itemized it. 

If you are going to establish the sum you are mortgaging America, 
for American programs, I think the people have a sig’ to know to 
what we are committing ourselves for foreign nations. I do not think 
Iam being unreasonable. That is exactly what we are going to try to 
doallthe way through. I believe there is reason to it. 

Mr. Gran. I believe we are attempting to cooperate with you. 

Mr. Passman. You are, but you expressed yourself as being some 
what—what was the word—disturbed 4 

I would not want you to be disturbed. 

Mr. Grant. I was disturbed at your implication that we were not 
asking for fiscal year 1961 the total amount of funds to carry through 
a project to its several phases, to completion. 

I want to point out if this were done, this would involve a greatly 
increased pipeline. 

Mr. Passman. What we are trying to do is to establish this in- 
formation. We have not accused you of asking for funds to bring 
these projects to completion. We are asking you merely to project all 
of these programs into the future, and give future installments, so 
we know what the total is going to be. That is the only thing we want 
clear for the record, to eet. the | total cost of these projects T hen next 
year, as to any new projects, we shall be able to say that this is what 
it Is costing us. 

BUDGETING OF UNIVERSITY CONTRACTS 


You are budgeting funds for more than 1 year for the university 
contracts; are you not ? 

Mr. Grant. Well, sir, as a general rule we attempt to budget under 
the university contracts enough funds for a particular phase. I would 
say that the majority of our university contracts funds are not obli- 

gated to carry them through to full completion of their several phases 
at the time the contract is signed. The additional funding required 


to carry the project through is specifically stated to be subject to the 
availability of funds. 


CONSIDERATION OF RECOMMENDATIONS FROM FIELD 


Mr. Passman. I may say also, Mr. Grant, we are going to establish, 
before these hearings are over, that you have a contract which your 
people in the field almost begged you not to renew, but the people here 
in Washington who had never been out to some of these countries 
knew more than the people you hired to represent you out there. This 
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may have been a little political pressure, maybe even from Democrats, 
that you entered into some unsound contracts on the advice of your 
field people. That is why we are trying to pin down today how far 
you are going. 

The minute you conclude one you enter into another one, notwith- 
standing the recommendations of some of the field people. We will 
establish that very well before it is over 

What about Iraq ? 

Mr. Grant. Sir, may I correct the record at this time with respect 
to the GAI contract ? 

Mr. Passman. Let me see what you have there. 

We have considered only 11 percent of the money covered by this 
bill in 7 weeks, and we are going to have to get along faster. I wish 
you would withhold that until Mr. Natcher is with the committee. 
He opened up the subject, with the able assistance of Mr. Rhodes. Let 
those two gentlemen get into that. 

You may submit that to Mr. Rhodes now, so he may look it over, if 
you wish. 

If there is additional information, let Mr. Natcher take it up. 


TRAQ 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 
Major cost component and field of activity ee 
Actual Estimated, Proposed 
fiscal year fiscal year fiscal year 
1959 1960 1961 


Project assistance: 
Technicians 
Participants 
Contractual services 
Supplies and equipment 
Contribution to cooperative services- 
Other costs 


Total project assistance 


Number of people 
Technicians (on duty close of year) 
U.S. employed 
Contract 


Total technicians 


Participants (programed during year): 
Noncontract 
Contract 

Total participants - -.. 

Field of activity: 

Agriculture, forestry, and fisheries 

Industry and mining 

Transportation 

Labor 

Health and sanitation 

Education 

Public administration 

Community development, social welfare, and housing 
General and miscellaneous 


Total by field activ ily 





What amount do you have for Iraq in fiseal 195% 
Mr. Ine. In fiscal 1959 we had $1.5 million. 
Mr. PassmMan. Fiscal 19617 





1611 


Mr. Ipr. $1 million. 

Mr. Passman. Let us do it over: In 1959 you had $1.5 million 4 

Mr. Ipr. Yes, sir. 

Mr. PassmMAn. Fiscal 1960, $1 million 4 

Mr. Ine. Yes. 

Mr. Passman. In fiscal 1961 you request $1.1 million ? 

Mr. Ipr. $1 million. 

Mr. Passman. According to your books, it is $1.1 million. 

Mr. Rees. That is correct. 

Mr. Ipr. Tamsorry. I was reading from the wrong column. 

Mr. PassmMan. In 1961 you are requesting $100,000 more than you 
had in 1960 ¢ 

Mr. Ine. $100,000, yes. 

Mr. Passman. The data on the divider sheet indicates that Iraq’s 
GNP is up, her foreign trade balance is on the plus side and going up. 
Iraq is anticipating a favorable trade balance with the U nited States, 
gold and foreign exchange holdings are increasing, and even the— 

Mr. Ipr. Excuse me, sir; there is an error in the books. Some of the 
books show $1 million and the others $1.1 million. 

Mr. PassmaAn. You show $1 million in three places and $1.1 million 
in one place. 

Which is accurate ? 

Mr. Ive. It is $1 million being requested in 1961 according to the 
summary of programs. 

Mr. PassmMAn. We could put that down as an error, as shown on 
page 151 where it indicates $1.1 million ? 

Mr. Ipr. My book shows $1 million. 

Mr. Passman. Does that look to you like $1.1 million ? 

Mr.Ipr. Yes, sir. 

Mr. Passman. What does your book show, the same page 4 

Mr. Ipr. This is an error: it should be $1 million. 

Mr. Passman. That is all lam trying toestablish. It isan error. 

The data on the divider sheet indicates that Ir: aq’s GNP is up, her 
foreign trade balance is on the plus side and going up, the country 
is anticipating a favorable trade balance with the United States, 
gold and foreign exchange holdings are increasing, and even the cost 
of living index is dropping. 

Compared to the United States would you not say that Traq should 
be giving us aid, rather than us giving Iraq aid ? 

Weare taking this out of your own justifications. 

Mr. Ine. Obviously, the overall figures depend very heavily on oil 
revenue and I do not think that they represent— 

Mr. Passman. They are not getting any less oil out of the ground; 
are they ? 

Mr. Inr. No, sir. 

Mr. Passman. Oil revenues brought this about ? 

Mr. TIpr. Yes, sir. 

Mr. Passman. Is it not about time this program slowed down? 

Mr. Ipr. T do not think this represents the structure of the Iraq 
economy and social organization. 

Mr. Passman. Oil production continues to climb; does it not? 

Mr. Ipr. Yes, sir. 

Mr. Passman. Maybe they will give us a little aid, 
bringing it in. 


they keep 
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POLITICAL CONSIDERATIONS 


Mr. Grant. I might state with respect to this particular program, 
this is a program on which political considerations are extremely 
high. As you know, the Russians have been extremely active in Iraq 
and they are also providing a training 

Mr. Passman. I thought the Secretary said they had no political 
considerations in this area. Did he not say that for the record ? 

Mr. Grant. Sir, he said, if I recollect correctly, that, broadly speak- 
ing, all economic assistance in this area had a political justification, 
The reason why the U.S. Government is spending money abroad is to 
advance the foreign policy of the United States, which is a political 
consideration. 

Mr. Passman. If it is dollar diplomacy, we might as well go ahead 
and keep it as low as we can. 

Mr. Grant. I think on this particular project there will be both 
a political benefit for the United States to a rather significant degree 
as well as economic benefit to Iraq in the training of the personne] 
projected under the program for fiseal vear 1961. 

Mr. Passman. Disappointing as it may be, some of the ¢ ‘ountries re- 
ceiving tremendous aid from this country now say we are mismanaging 
our program, and a lot of it is wasted. I do not know whether this 
country has made such a statement but some of them have done so, 
I know that we have three technicians in Iraq at a cost of $70,000, 





ESTIMATED COSTS OF 





TRAINING PROJECTS 
Let us project these items to conclusion. 

Mr. Ine. This program, which operates on an annual basis is not a 
project in the sense of something which has future estimated costs. 

Mr. Passman. Would you start a project without knowing the esti- 
mated completion cost ? 

Mr. Ipr. We have no project except the training. 

Mr. Passman. What do they do? 


Mr. Ine. They come to the United States in large measure. 















DISSATISFACTION 





CREATED THROUGH TRAINING PROGRAM 





Mr. Passman. If you should find that some of the Ambassadors and 
top echelon people from that part of the world said that when they 
bring these people to the United States they become disillusioned, un- 
happy, dissatisfied, and unwilling to return happily to the original en- 
vironment from which they came—some of them are actually suffering 
nervous breakdowns—if a sufficient number of top echelon people 
and our top echelon people an ablished this fact, would you recommend 
we discontinue bringing these people here? I think it is quite serious, 
and IT think Mr. Grant ably indicated this morning that it is some- 
thing which causes concern. 

Do you agree that if such is established, m: avbe it should be discon- 
tinued if what they say is true? 

Mr. Inr. They come here upon the agreement, and at the request of 
their own governments, sir. 

Mr. Passman. That isnot what I said. T said, if it is established by 
the Ambassadors, or top echelon people of that country, with our top 
echelon people, that the situation I have described is true, then would 
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it not be time to train those people over there, and not expose them 
to this environment, this high standard—coming from Louisiana, 
I would describe it as eating high on the heniceaed then return them 
to a different environment? I was only asking for your individual 
opinion, if it could be established that this is true. 

Mr. Ine. I think the participants have to be very carefully screened 
in order not to have 

Mr. Passman. To be able to stand exposure and return and be 
content ? 

Mr. Ip. That is right. 

Mr. Passman. That isa good enough reply. 

Mr. Grant. I believe you would find, if you were going to go back 
to these particular people who made the comments of that kind, 
that, at most, with very few exc eptions, this has not applied to people 
who have come to the United States under the participant program 
of technical cooperation. 


PARTICIPANTS FROM PHILIPPINES 


Mr. Passman. It just so happens that it does apply there. I have 
letters now from people, and I dislike to name nations, but I shall 
in one instance—the Philippines, for example. You have people 
over here from the Philippines, and they are using every fraternal 
connection and every diplomatic connection and every political con- 
nection to get their boys and girls, who came to this country for 
degrees, to stay here and not return. It is somewhat embarrassing in 
trying to handle that correspondence. If you have not familiarized 
vourself with the fact, they are unhappy when they return. 

I know on one trip abroad I was in a hotel, and a little Indian 
boy had been brought over here and he had learned to speak a little 
English, and he cried openly because I told him there was no way 
I could keep him in this country, and when his time was up he 
would have to go back. 

Mr. Grant. You would be performing a service for us if you 
ould give us any concrete information on this because, as I said 
earlier, this is something we have in mind. We think we have so 
adapted our procedures to hold this kind of a problem down to a 
very minimum, and any concrete information you could give us on 
this would be beneficial for our own administration of this. 

Mr. Passman. I gave you people some information a few years ago, 

ind this was quite accurate and verified in the record. The man 
was being patriotic when he gave me that information, and made it 
possible for me to get the information, but he is now looking out 
the window. 

[ note that the cost of training 150 participants seems to be $880,000, 
oran average of $5,866 each. 


AVERAGE COST OF TRAINING PARTICIPANTS 


W hat is the detail of this cost estimate ? 

Mr. Ipzr. What was your average cost figure ? 

Mr. Passman. $5,866. Do you agree that is correct ? 
Mr. Inr. Yes, sir. 

Mr. Passman. Isit nota little high? 
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Mr. Ine. They are coming to the United States. They are here in 
colleges and universities and this runs the cost up over general 
averages Which you would otherwise—— 

Mr. Passman. Let us break it down. This is a big item and you 
can multiply it by the overall, but it costs $5,866 each for those who 
come from Iraq. How do they spend $5,866? How long are they in 
America? 

Mr. Grant. Sir, I understand these are projected to be here for an 
average of 1 year. 

Mr. Ipr. One full academic year. 

Mr. Passman. Let us pin it down. How much? How long? How 
many days? 

Mr. Grant. One academic year would run, depending on the in- 
stitution 

Mr. Passman. What would be the average ? 

Mr. Grant. Ten months. In addition to that, we have orientation 
for the technicians that have to arrive in advance. Here they go to 
orientation in Washington as a general rule and certain additional 
training may be provided to them. 

Mr. Passman. After this is all over? 

Mr. Grant. In the summer months before they go back. I would 
say approximately 11 to 12 months would be the proper figure for the 
majority of these participants. 

Mr. Ipr. There is also English language brushing up and processing 
in Iraq before they come. 

Mr. Passman. They are polished, processed over there, educated 
and then processed over here, and then sent back? What we are try- 
ing to do is to find out how you break down this $5,866. Not in- 
dividu: lly on the $880,000, but. just one of them. 

Mr. Ine. This is our experience with the cost of those that have 
actually come over. 

Mr. Passman. But the question is this: It is costing $5,866 per par- 
ticipant, and there are 150 of them, for a total cost of $880,000. How 
do you break down the $5,866 4 





TRAVEL COSTS 


Mr. Ine. I would hazard some average figures here. Travel, $1,200; 
this is going to depend on the institution. 

Mr. PassMan. $1,200 round trip ? 

Mr. Ipr. Yes, sir. 

Mr. Passman. How does he travel ? 

Mr. Grant. The great majority travel by air. 

Mr. Passman. Would that be coach fare, or would it be first class? 
Would it be jet? How? 

Mr. Grant. In the majority of cases, this would be first class air 
travel and some of it might be coach. 

Mr. Passman. You know this committee travels now and then, and 
sometimes we take a coach. JT think mavhe some members on this 
subcommittee who have been with me take coaches. I wonder if 
these participants would not be willing to ride a coach ? 

Mr. Grant. T think it varies with the circumstances. If you take 
a man who is making a long trip—these are not boys and girls, these 
are men well into their adulthood, who are professors at their partic- 
ular schools, or otherwise in responsible positions. 
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Mr. Passman. Chances are that if they travel at home they ride a 
bicycle. 

A. Member of Congress is supposed to be fairly important—not 
too many are, I suppose—but we take these coach flights on inspec- 
tion trips. It looks to me, as we have to borrow the money to do 
this, you might try to arrange to contact one of these airlines to give 
these people a coach proposition, or maybe a charter proposition. 
Anyway, they go first class, and so much for that. 

Now we have accounted for $1,200, but how much do we have for 
excess baggage ? 

Mr. Ipz. From my rough calculations here, I would assume that this 
is the complete travel cost. 

Mr. Passman. You are assuming now. We want this pinned down. 

Mr. Ine. The figure is reasonable. The actual figure is going to 
vary from one man to the next, depending on what happens to him. 

Mr. Passman. You do not have him at a certain point in Iraq 
to catch the plane that comes over ¢ 

Mr. Grant. If one of these men ends up at LSU, we will have had 
more travel than if he were to end up at MIT in Boston. There 
will be variations depending on the location but as to the per diem 
they will get while in school, we have consulted with some 250 uni- 
versities as to what should be an appropriate per diem paid to this 
type of student in that category. 

Mr. Passman. Do you have to go to the universities for that infor- 
mation? Do you not have businessmen down in your organization 
who could develop it ? 

Mr. Granvr. We believe that LSU and Tulane, which are two of 
the institutions, have something to contribute to our thinking as to 


what should be the appropriate rate. 
































PER DIEM RATES 








We reserve the right, obviously, in Washington but when it comes 
to a question of what really should be an appropriate per diem in a 
place such as LSU or MIT, I think there is a great deal to be said for 
consulting people who have dealt with many dozens, or hundreds, of 
foreign students there. From this we get a schedule which would 
vary for those who are in an academic situation from a maximum of $8 
a day toa figure of $6 a day. 











PARTICIPANTS 






Mr. Passman. Do you have the names of these 150 technicians? 


Mr. Ipr. I do not have them with me. 

Mr. Passman. You could get them ? 

Mr. Ipr. Not for 1961. There are some here now out of the 1960 
program. 

Mr. Passman. Could you go to a specific case? You had 150 
last vear? 

Mr. Ine. 1960? 

Mr. Passman. Yes. 

Mr. Ipr. That was the programed estimate: ves, sir. 
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Mr. Passman. You got the money for 150. How many did you 
have / 

Mr. Ine. I would have to get that information. 

Mr. Grant. The year has not yet been completed. 

Mr. Passman. That would not have anything to do with what you 
have in the program / 

Mr. Grant. A great. number of those obligated for this year will 
not come until the following fiscal year. In other words, they are 
required, as I recollect, to come within 6 months of the time we issue 
the project implementation order which bears their name and course. 
Within 9 months they have to travel. 

I believe that 20 percent of the participants we have programed 
funds for in the current fiscal year will come within the fiscal year 
and the balance in the next fiscal vear. 

Mr. Passman. The longer I work with you the better I like you. 
When you want to be evasive you do a good job. I do not think we 
shall be able to get the information on this $5,866. 

Mr. Ipr. I have been trying to. 

Mr. Passman. He said it depended upon a lot of other things; but 
travel is $1,200, first class, 

TUITION 

Mr. Ine. Tuition, $1,200. 

Mr. Passman. Even at that, you got a better rate than you did at 
the $4,000 which you paid Johns Hopkins for 5 months. 

What is the next item ¢ 

Mr. Inr. Maintenance at $8 a day times 300 days, $2,400; books and 
supplies, roughly $100; travel in the United States and per diem while 
traveling account for the balance. 

Mr. PassmMAN. Separate the travel from the per diem. How much 
do you allow per student while in the United States? 

Mr. Ine. $300. 

Mr. Passman. Per diem? 

Mr. Ine. $12 a day times 30 days, $360. 

Mr. Passman. While they are traveling in the United States they 
get $20 a day ? 

Mr. Ipr. $12 a day. 

Mr. PassMan. You have already figured $8 per diem, per day. 

Mr. Ipr. That is their maintenance at the university. 

Mr. Passman. Whatelse? We have to pick up another $366. 

Mr. Inr. This isan estimated amount, sir. 

Mr. PassMan. We were taking the maximum of $8 per day and 
$12 per diem in the United States. Tuition is $1,200 and we are taking 
the maximum, the highest figure you present. 

Could it be that you are overbudgeting for these things? 
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Mr. Ing. J would say, sir, we seem to have 

Mr. PassmMaAn. A conflict ? 

Mr. Ine. A disagreement here about what average tuition costs are 
likely to be. 

Mr. Passman. That, I can understand, because we ran into one 
college where you paid tuition of $4,000 each for ICA students for 
5 months. 

Mr. Ruopes. How do you pay tuition? Do you pay the going rate 
at the school or more than the going rate for these foreign “students ? 

Mr. Ine. No; we pay the going rate at the school, which, in effect, 
means that 

Mr. Ruopes. The out-of-State tuition ? 

Mr. Ipr. Yes; the out-of-State tuition. 





ACCURACY OF ESTIMATE 


Mr. PassMan. Would you think that you may be overbudgeting for 
these people ¢ 

Mr. Ine. On the basis of the actual costs which we have had on past 
participants, I would say “No,” sir. 

Mr. PassMANn. We are just going to have to forget about the other 

$366 per participant in this one item of $880,000 for fiscal 1961. 

You had to put all of those figures together somewhere to come up 
with this total, or you were guessing. 

Mr. Grant. Well, sir, obviously, we did not have with us here all 
of the detail on this—this is an estimate we have drawn up here. If 
we went into 12 months, for example, we would more or less cover the 
balance. 

Mr. Passman. We are using 12 months; are we not? 

Mr. Grant. No, sir; this covers 10 months of tuition and 30 days 
in travel status. 

Mr. Passman. I believe we are actually using 11 months, because 
we pick up at 10 months and then give them $660, $300 travel in the 
United States and per diem during that 30 days in the amount of 
$360. It is 11 months, and that is about average; is it not? 

Mr. Grant. I was saying we do not have w ith us the exact time for 
these particular participants. 

Mr. Passman. It could be less? 

Mr. Grant. It could be less and could be more. 

Mr, PassMAn. What is the per capita income in Iraq ? 

Mr. Ipr. The per capita national income is estimated, or was sev- 
eral years ago, at $160 a year. 

Mr. Passaan. I can’ see why these people might have a nervous 
breakdown, if they had to go back from this kind ‘of luxury. 
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ISRAEL 


Summary of program by major cost component and field of activity 


| Dollars in thousands} 


Major cost component by fisca] 


year 


Major cost component and field of activity 


Actual Estimated Proposed, 
fiscal year | fiscal year fiscal year 
1959 | 1960 1961 
er | 
Project assistance 
Technicians 110 $65 361 
Participants 143 244 245 
Contractu services AAD) 175 173 
Supplies and equipment 229 INS 08 
Contributions to Cooperative Services 
Other costs 305 301 293 
Total project assistance 1, 683 371 1.1 
Number of people 
lechnicians (on duty close of year 
U.S. employed 22 2t 4 
Contract 14 26 
Total technicians 3t 2 
Participants (programed during year 
Noncontract RQ 74 83 
Contract | 4 
Total participants . 62 74 x 
Field of activity 
Agriculture, forestry, and fisheries 248 267 288 
Industry and mining 43 6% 5 
Transportation SS 
Labor 
Health and sanitation 
Education 13 1s 7 
Public administration 
Community development, social welfare, and housing 
General and miscellaneous 345 384 2 
Total by field of activity 1, 687 1, 370 1, 10 


Let us consider Israel. In 1960 you had $1,370,000 for technical aid. 

Mr. Ine. Yes, sir. 

Mr. PassMAn. For 1961, the figure is $1.1 million ? 

Mr. Ine. That is right. 

Mr. PassmMan. That isa reduction of $270,000 ? 

Mr. Ipr. Yes, sir. 

Mr. Passman. Could you use this same pattern in this program 
throughout and get these reductions ? 

Mr. Ine. I think Israel is a conspicuous example of a country which 
has made great progress. We would hope that would apply to other 
countries. 

Mr. Passman. We might also include Germany. They have made 
terrific progress, and the chances are that all would have been further 
ahead if we had not interferred. That is an individual opinion. 

Mr. Passman. How soon will you be able to complete this program 
in Israel ? 

Mr. Ipr. That is, to complete these particular projects ? 

Mr. Passman. That is right. 

You are using the plural. Let us look at the book. 

Mr. Ipr. The amount involved in subsequent years for these projects 
after 1961 adds up to $3,013,000. 
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DEVELOPING LOCAL TECHNICIANS 


Mr. Passman. Did I hear somewhere that Israel now turns out a 
lot of fine technicians, and they even were furnishing technicians to 
some of these countries over there / 

Mr. Grant. Yes, sir. This is a practice which we are trying to en- 
courage. It is happening in many countries today. The Indians are 
providing technical assistance of a type which they can provide to the 
Nepalese. The Ceylonese are providing technical assistance in a num- 
ber of different ways to nationals of other countries of the particular 
type they can provide. In our opinion, this is a very desirable trend 
which should be encouraged and thereby relieving the long-range bur- 
den on us. 

Mr. Passman. It reminds me of two drunk men trying to help each 
other home. 

DESALINIZATION OF WATER PROJECT 


Last year you requested $21,000 for a water desalinization project 
in this country. Do you have any money in this budget for that 
purpose ¢ 

Mr. Ine. No,sir. 

Mr. Passman. What have we appropriated altogether for this 
project ? 

Mr. Ine. I did not bring the cumulative figures for the projects 
which we were not asking funds for in 1961. I can provide you with 
that. 

Mr. Passman. You do have some unobligated funds ? 

Mr. Ipr. We are reviewing that project now, sir, with the Israeli 
Government. We, ourselves, have some questions about it and the 
whole project is being reviewed. 

Mr. Passman. Have we perfected this process in America yet? The 
word is “inexpensive.” 

Mr. Ine. Tam not familiar with it, sir. 

Mr. PassmMan. It says here a special study mission report indicates 
Israel is developing an inexpensive method of desalinization of salt 
water. 

Mr. Ipr. Obviously this relates to the water supply of the region. 
Tecan very well see why a process which might be very expensive in 
the United States would not be expensive in an arid region like Israel. 

Mr. Passman. We are providing technicians to teach them some- 
thing we do not know how to do. If they beat us to it, and know how 
to do it better than we do, I wonder if we should put a little reverse 

“English” on this. Maybe a study mission is indicated. They are now 
using this inexpensive method ? 

Mr. Rees. Sir, all of our actions in this field, and they have to my 
knowledge consisted only of this and an effort in Tunisia, have been 
conducted with the advice and assistance of the Office of Saline Water 
of the Department of the Interior; as a matter of fact, with its en- 
couragement, because it is charged by the Congress with attempting 
to find a breakthrough on this problem in the United States. It works 
on these things as augmentation of the experimentation. 

Mr. PassMan. Would it not look a little ridiculous for us to try to 
teach people what we don’t know how to do? 


53909—60—pt. 2——21 
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Mr. Rees. We do know how to do a number of different processes. 

Mr. Passman. I am talking about this particular method, of de- 
salinization of salt water which seems to have been developed in Israel 
that is not developed here. Did you spend the $21,000 

Mr. Ipr. As I say, sir, we are reviewing the project and it may well 
be that we will not spe nd it. Ido not have the figures with me at the 
moment. 

Mr. Passman. Would you add to this prior year allotments, and 
give us a total tomorrow morning, so we can discuss whether or not 
this will be one of these deob ligated items that we can take into 
account ¢ 

Mr. Ipr. Yes, sir. 

(The following statement was supplied later :) 

As of today no funds are obligated for this project. 

EXECUTIVE DEVELOPMENT PROJECT 


Mr. Passman. How long has this executive development project 
been in existence / 

Mr. Ipr. The project began, sir, in fiscal] year 1959 

Mr. Passman. Is this one of those new phase propositions? You 
show in the continuing project, and on page 87: 

This project had also, as an earlier objective, the undertaking of immediate 
impact programs for executive development. This phase was disassociated from 
the project and became a separate project in fiscal year 1958. 

Then it was changed to executive development training 

Mr. Ine. No, sir: these are two separate projects. 

Mr. Passwan. Has the first one referred to been brought to con- 
clusion / 

Mr. Ine. The management training project has no funds requested 
for 1961, 

Mr. Passman. For the executive development project, what las been 
the allotment to date, prior to the 1961 request / 

Mr. Ine. The cumulative to date has been $214,000. 

Mr. Passman. You are asking for $121,000 for fiscal year 1961 / 

Mr. Ipr. Yes, sir. 

Mr. Passman. Let’s “project” that one to completion. 

Mr. Ipr. The project is scheduled for completion. in 1963 and we 
are asking for $100,000 in 1962 or thereafter. That is to say 

Mr. Passman. How much for fiscal year 1962; that is, of the pro- 
jected 4 

Mr. Ibe. $121,000 in 1961. TI am adding this up now, sir: $214,900 
obligated to date; $163,000 in 1961; and $121,000 thereafter. That is 
a total of S498.000. 

Mr. Passman. Just what do you teach them in “Executive Develop- 
ment”? 

Mr. Ipr. This, sir, is an effort to improve the managerial abilities 
of the Israeli by sending leading U.S. financial and business experts 
to conduct seminars in Israel. 

Mr. Passman. You must be using vour imagination there: we might 
fool around and get taught. Some of my very dearest friends are 
Jewish people, but I just believe that could be reversed, and we could 
send our boys over there to get trained, because I have had a little 
training under some of them. I have a very high regard for them. 
They have taught me a lot of things. I do not recall teaching them 
anything. More power to them. 
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Mr. Granr. Mr. Chairman, I think it is noteworthy to record here 
that this particular request, this particular project is being carried out 
at the specific request of the Israelis, who feel—— 

Mr. Passman. I thought all of our contracts were carried out on 
that same basis. 

Mr. Grant. Yes, sir; and in their opinion the Israelis, who I think 
have a fairly good assessment of their own strengths and weaknesses 
n different areas, managerial and executive capacity, have felt that 
American technicians could make a significant contribution to them 
inthis field. Our mission in the field has agreed with them with re- 

spect to these particular parts of executive training and it is for this 
reason that you have a project of this sort. 

I think we will all agree that in many parts of executive and man- 
awement fields the Israelis have a ver Vv good competence. 

Mr. Passman. I think they are very great people, and they are my 
friends, and I am the owner of some Israeli bonds; but usually when 
[want to know something about finances I go to one of my good Jewish 
friends down in Monroe, La. Anyway, maybe we shall wind up by 
gaining a little knowledge while we are over there. 

You have noncontract participants numbering 36, 

Mr. Ine. Yes, sir. 

Mr. Passman. Are they recruited from colleges and universities? 

Mr. Ipr. In Israel. 

Mr. Passman. The 36 participants. 


ISRAELI PARTICIPANTS 


Mr. Ipr. No, sir. This is $36,000 for sending Israeli participants 
tothe United States to look at selected industrial processes. 

Mr. Passman. This represents an expense of bringing the Israeli 
participants to the United States; is that correct / 

Mr. Ipr. I am seeing, sir, whether they come to the United States. 
Well, I don’t have it for this project. 

Mr. Passman. I think we are both confused. We agreed that the 
participants become dollars and dollars participants. 

Let’s start all over. You have $121,000. How many participants 
do you have ¢ 

Mr. Ipr. I am looking that up now, sir. 


COST OF AIR TRAVEL FROM IRAQ 


Mr. Grant. Sir, while he is looking this up, on our tabulation of 
the Iraqui costs, Mr. Tennant got the exact figure for the air travel to 
the United States, first class, and we had given a figure of approxi- 
mately $1,200 and the information he rec eived was the fare is $1,420.80. 

Mr. Passman. Would you like to check that figure again, or are you 
sure that is accurate / 

Mr. Granr. Round trip air travel; this would be approximately it, 
sir. I know when I was in Ceylon the round-trip air travel was some- 
what higher than that. 

Mr. Passman. This isa commercial rate ? 

Mr. Granv. This is your commercial rate; yes, sir. 
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SHORT-TERM PROGRAM 


Mr. Passman. How many participants ? 

Mr. Ine. Number of participants, sir, is 26. 

Mr. Passman. What is that costing each ? 

Mr. Ine. I said 26, at a cost of $36,000. 

Mr. Passman. They are coming to the United States? 

Mr. Ine. Yes, sir. These are short-term Israeli executives, indus- 
trialists. 

Mr. Passman. That is the total cost. Now, Mr. Murphy, you are 
getting a bargain. Don’t upset it. 

Mr. Ine. That is total cost to the United States. 

Mr. PassMan. $36,000 for 26 ? 

Mr. Ing. Yes, sir. They come for short periods. 

Mr. PassmAn. Do we pay the transportation and everything ? 

Mr. Ine. The Israeli Government pays the transportation in this 
case, 

Mr. Passman. For what purpose do we spend this money ? 

Mr. Ine. Thisis their per diem and travel in the United States. 

Mr. Passman. And representation ¢ 

Mr. Grant. No, sir. 

Mr. Passman. No representation, unless they can work it in their 
per diem. 


INTERNATIONAL TRANSPORTATION COSTS PAID FROM LOCAL 
CURRENCY FUNDS 


Who provides transportation for these participants ? 

Mr. Grant. The international transportation is paid out of local 
currency funds. 

Mr. Passman. Now we are actually plowing deep. It is gener- 
ated by —— 

Mr. Ine. Allocated to the Israel-American Fund by the Govern- 
ment of Israel. In other words, this is counterpart. 

Mr. Passman. Generated by something originally represented in 
American dollars. 

Mr. Ipr. By SA; yes, sir. 

Mr. PassMan. Spec ial assistance / 

Mr. Ine. Yes, sir. 

Mr. Passman. What is the total cost? Now we are dipping out of 
a different jug. 

Mr. Ine. What is the total cost of the 

Mr. Passman. You have gotten into another account of whieb 
T had not heard. 


Mr. Ine. No, sir: to include this would be to double count. It has | 


already been accounted for under the special assistance. 
Mr. Passman. We are talking about technical aid. 
Mr. Ine. Where it has provided aid to Israel in the form of— 


Mr. Passman. And the Israelis take the cost out of special 


assistance / 

Mr. Grant. No, sir. The U.S. Government, as you know, provides 
special assistance to Israel. It is largely in the form of 402 com- 
modities and these meet a balance-of-payments problem of the Govern 
ment of Israel and then the Government of Israel makes available 
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funds which are their legal title, to pay the international travel of 
these participants. 

Mr. Passman. It may be less trouble to cancel this contract than it 
would be to explain it. Do you want to keep on trying? 

Mr. Ine. I am sorry, SIP; I was in error; the ‘international trans- 
portation for participants in the Israel TC program is paid for out 
of local currency funds allocated by the Government of Israel to the 
Israel-American Fund. ; 

Mr. Passman. How did they come into possession of those funds? 

Mr. Ipr. I reached the conclusion that this was counterpart, which 
cannot be inferred from this statement. I was in error. 

Mr. PassmMan. It comes out of local currency owned by the United 
States / 

Mr. Ing. No, sir. 

Mr, Passman. Generated by U.S. dollars? 

Mr. Ine. No, sir. 

Mr. PassmMan. They could use fodder, if they could buy a ticket 
with it. What we are trying to do is find out where we fit into the 
picture. 

TOTAL U.S. COST 


Mr. Ipr. Yes: we spend $36,000. 

Mr. Passman. For what? 

Mr. Inr. For the expenses of these executives in the United States 
and whatever charges are connected with their training here. 

Mr. PassmMan. What average length of stay in the United States? 

Mr. Inr. It would be short. I do not have an actual figure. 

Mr. Passman. What is short? An inch is short; 2 inches are 
short. 

Mr. Ipr. Two months, sir. 


ELEMENTS OF TRAINING COST 


Mr. PassMANn. We just give them this money and let them spend 
it as they want to, or do you have a breakdown of it? 

Mr. Gran. Well, sir, if we go back to our documentation prepared 
in the field on this, it should show the expected duration, the kind of 
observation tour expected, and their estimate of the funding that 
would be required. This would take into account their estimate of 
how many days the man would be in the United States and the per 
diem that would be charged, whether or not they would go to a special 
seminar; if they came over during the summer months they might 
attend a special seminar at the Harvard School of Business Adminis- 
tration for 2 months. There would be a tuition involved. All of 
these elements would be taken into account in the field as they come 
up with their estimates of what would be required for each par- 
ticipant, which then gives you the total of $36,000. 

Mr. PassMAN. They do not necessarily take this same training at 
Johns Hopkins? Are any of them lecturers on this course while 
they are here? I asked that in good faith because it looks like a lot 
of names appear here. It is either yes or no. They do not lecture 
while they are here, do they ? 

Mr. Ipr. No, sir, not at Johns Hopkins. They may give lectures at 
some other place. 
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Mr. Passman. They might get around to Johns Hopkins if they stay 


here long enough. 
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Mr. Passman. We shall consider technical aid for Jordan. 
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lieve that in fiseal year 1959 you had $1,900,000 for Jordan. 


Mr. Ipe. Yes, sir. 
Mr. Passmawn. For 1960, $81.750.000. 


Mr. Ine. Yes, sir. 


Mr. PassMan. You are expecting the same for fiseal year ] 


Mr. Ipr. Yes, sir. 


Qh] 7 


oe 


Mr. Passman. What has this total program cost to date / 
Mr. Ipr. The cumulative figure for Jordan 
Mr. PassMAn. Speaking strictly of technical cooperation funds. 


Mr. Ine. Is $21,259,000. 


Mr. Grant. Through June 30, 1960, 
Mr. Inet. Through the end of 1960. 


end of this year, of course. 


This is estimated through the 


Mr. PassmMan. Can you project this program to completion ? 


Mr. Ipr. Yes, sir. 


to $2,644,000. 


These projects for 1962 and following add up 


Mr. Grant. Sir, I think we should make clear in this case that with 
the conclusion of these particular projects it does not mean that m 
all probability that we will have concluded carrying out a technical 


cooperation program in Jordan. 
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Mr. Passman. But it has been said that this may go on for 50 years, 


and it was later modified to 20 or 30 years. I suppose that includes 
Jordan. 


But we add to that now the figure you gave us of $2,644,000, the 
cumulative through 1960 of $21,259,000, 

Mr. Grant. That is what the book sets forth, sir, as the cumulative 
technical cooperation costs through June 30, 1960. 

Mr. Passman. Which would be $23,900,000, and it is expected when 
these contracts conclude others will ‘i started. 

Mr. Granr. Yes, sir, in all probability. 

Mr. PassmMan. [ note that this country has a conservative monetary 
policy and therefore requires external aid. What is the public debt 
of this country ¢ ¢ 

Mr. Granr. We do not have the information. 

Mr. PassMan. You may supply it for the record. I note that prior 
reports and surveys have resulted ina DLF loan to the Jordan Phos- 
phate Co. Could any of the projects listed on page 167 lead to future 
DLE loans? 

Mr. Ipr. T would say, sir, that any technical assistance, such as pho- 
tocartography, industrial services, any of the industrial technical as- 
sistance projects, sir, could very well uncover possibilities which the 
Jordanians might present to the DLF. 

Mr. Passaan. And, of course, that would apply all over the world ? 

Mr. Ipr. Our industrial programs are designed to help the indus- 
trialization of underdeveloped areas, yes. 

Mr. Passman. That could happen all over the world, where you 
have these projects. It could lead to an application to the DLF? 

Mr. Ipr. And to private capital lending institutions and to Eu- 
ropeans and the World Bank, et cetera. 

Mr. Passman. Six lending institutions, and another one about to 
be born. 

(Information on the public debt of Jordan follows: ) 

The direct public debt of the Government of Jordan is exclusively external, 
owed to the United Kingdom; its primary components are interest-free long-term 
loans for development and obligations arising from termination of the Anglo- 
Jordanian Treaty of 1948 and the settlement of financial matters outstanding as 
a result of termination of the League of Nations Mandate. At the end of the 
Jordanian fiscal year 1958-59, the estimated development loans totaled the 
equivalent of $24 million aand the other obligations the equivalent of aproxi- 
mately $11 million, making a grand total of $35 million. 


BREAKDOWN OF “OTHER Ct STS” 


What are these “other costs” that amount to $329,000 7 

Mr. Ink. The other costs are the local currency, primarily the local 
currency costs which are associated with these projects, which are sus- 
tained by the United States. 

Mr. Passman. But your justifications indicate that $329,000 is a 
part of the $1,750,000 request you are making. That being so, we want 
toknow for what the $329,000 will be spent. 

Mr. Granr. Well, sir, if you refer to page 167, it gives the break- 
down by project. 

And S22 000 of this goes to the agricultural extension project, 
SB4.000 
Mr. Passman. For what? That is what we are trying to find out, 


Mr. Grant. 
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When you stick in there, out of $100,000, other costs, $22,000 ; direct. 
ly under that, $109,000, other costs, $34,000, that leaves us ¢ ‘ompletely 
blank as to what other costs mean. F or What purposes will you spend 
the money ¢ 

Mr. Grant. Well, sir, this type of item goes for expenditures which 
are made within the country, such as for gasoline for the jeeps of the 
technician, the hiring of an interpreter, who is assigned to work along. 
side the technician and locally availab le supplies which the technician 
may hee «din the course of his work. 

Mr. Passman. Well, then, you have commodity costs of $163,000, 
If you add the other $329,000, that makes a substantial part of the 
total; does it not ¢ 

Mr. Grant. Well, sir, this is not a major supplying of commodities 
for projects. It is not the major purpose of this. I mean, if you had 
a jeep that broke down and you needed spare parts for it, you would 
get. supplies and equipment under this. As I pointed out, you would 
get also consumables that are required in the course of the work of 
the technicians. 

PARTICIPANTS 


Mr. Passman. How many participants do you have in the program! 
Mr. Grant. Eighty-five, sir, are progr: amed for fiscal year 1961. 


Mr. Passman. How much does that give each one, average, for thes | 


so-called other expenses ¢ 


Mr. Grant. Sir, other costs do not go against the participants, since | 


the participants—— 

Mr. Passman. They are going to spend it for gasoline or other 
things. What we are trying to establish is how much it averages per 
individual for other costs. 

Mr. Granr. Well, sir, other costs are used in connection with the 
projects that are in the country and U.S. technicians. 

Mr. Passman. I understand that. 

Mr. Grant. You asked how many participants there were. 

Mr. Passman. How many participants 

Mr. Grant. Eighty-five, sir. 

Mr. Passman. The 85 participants have $329,000? 

Mr. Grant. No, sir. 


TECHNICIANS 


Mr. Murpny. Did you mean technicians, Mr. Chairman ? 

Mr. Passman. Technicians. 

Mr. Mvurrny. There are 35 U.S.-employed technicians. 

Mr. Passman. Then the participants do not participate in this? 

Mr. Murpiry. No. 

Mr. Passman. That makes it even worse. You have 35 technicians, 
and the 35 technicians have $329,000 in other cost items. That makes 
about $10,000 apiece for tobacco, gasoline, or for whatever they might 
spend it. 

Mr. Murrny. I get $9,400 on that basis. 

Mr. Ine. Thirty-eight technicians, sir, rather than 35. That 1s 
page 166. 

Mr. Passman. They are under contract, and they are funded under 
the $157,000. 

Mr. Ipr. Yes, sir. 
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Mr. PassMAn. So they get $9,400 other costs. 

That other costs item is in addition to salaries and other expenses 
that we account for here; is that correct ? 

Mr. Murpny. Yes. 

Mr. Grant. It is additive to the other figure in the book. 


BREAKDOWN OF COSTS 


Mr. Passman. Out of the $1,750,000, comes the $329,000, which 
leaves, of course, about $1.4 million. Out of that they get their 
travel, salary and everything else, so when we move ov er to “Other 
costs,” it means you have got $9,400 per technician for other costs. 
Would you be good enough to try to give us a breakdown as to how 
it is actually utilized, because that is a lot of other cost per technician, 
as it does not include salary, travel, living and things like that. 

Mr. Grant. We will give you a more detailed breakdown for the 
record. 

Mr. PassMAn. Just run it down on one. 

(Information supplied follows :) 


Other costs—Fiscal year 1961 program—TC 


Locally nrchnened: (OmmOgitIes 8 no cece anne eae aoa $76, 600 
IR ME a po tele os em stan nea civic 112, 400 
Rents and local travel for TC technicians_______________--- Re ATS 136, 500 
nT, NR cock ks baa mc tet ns a ea ds een Mel 3, 500 


329, 00 


Fripay, May 6, 1960. 


Mr. Passman. The committee will come to order. 

We were considering yesterday the request for technical aid for 
the Near East and south Asia. 

I might state, gentlemen, out of about 9 weeks of hearings, includ- 
ing several hard “days of hearings abroad, we have considered only 
asmall percentage of this money bill. 

I had respectfully suggested that the President give me a little 
time and I was going to give him some of the important facts in- 
volved ; however, it appears unlikely that I will have that opportunity. 

- e hardly get started each session of hearings before something 
of a shoe king nature to some of us, who represent 180 million 
as ‘rican people on this side of the table, comes up that causes us to 
have to detour from our regular examination. 

I think I should say to the subcommittee, and I believe the mem- 
bers understand the fact, that it is going to require several more weeks 
of hearings, and we are going to have to resort to night and Saturday 
sessions. There are many contracts which we entered into against 
the recommendations of those who represent us in the field—I am 
speaking of Washington—and I do not intend to abbreviate these 
hearines unnecessarily. I want all of you to know that any time 
anything comes up that warrants a brief sidetrack from our regular 
heari ings, then we are going to take the time to go into it, and get to 
the bottom of it if we can. 
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InpiA WueEear AGREEMENT 


At this time I desire to yield to Mr. Gary, and we shall go back to 
the subject of India and the fantastic sums that we discussed yester- 
day. It appears now that those sums are to be increased. 

Mr. Gary. Mr. Bramble, I understand we sold 587 million bushels 
of wheat to India, is that correct / 

Mr. Brampue. There is an arrangement for that amount to be sold, 
yes. 

Mr. Gary. When was that arrangement made / 

Mr. Bramaue. In the last few days. It was signed on May 4 by the 
President. 

TERMS OF AGREEMENT 


Mr. Gary. Can you tell us the terms of that arrangement ? 

Mr. Bramesie. Yes, generally. 

The arrangement calls for an agreement in principle for India to 
buy 4 million tons of wheat each vear for 4 vears. This wheat will 
be sold to them at world market prices, under the same arrangements 
as inthe past. 

Mr. Gary. Four million tons each year? 

Mr. Brampir. Each year for 4 vears, making 16 million tons, 
which is about 587 million bushels. These are metric tons, by the way. 

In addition, India will buy 1 million tons of rice, 250,000 tons each 
vear for 4 years under the same general arrangements, at market 
prices. India will pay for these commodities in rupees because they 
do not have the dollars to pay. 


OFFER OF REPAYMENT IN) DOLLARS ON LONG-TERM LOAN 


Mr. Gary. The information we have is that they offered to buy 
in dollars on a long term loan at 2 percent interest. 

Mr. Brampue. I have no such information, sir. 

Mr. Gary. Who could give us that information? That is what we 
want to get at. 

Mr. Brampte. I do not know that it ever existed. TI do not know 
where the information came from. I am sure we did not have it. 

Mr. Gary. The information we have is that India wanted to buy 
this wheat for dollars on a long-term loan at 2 percent interest and 
that we would not sell it to them under those terms but are selling 
it to them for rupees. 

Mr. Brameie. Well, sir, all I can say is that such an offer never 
came to my attention. I do not know where it would have come 
from. I am sure the State Department has not received it. 

Mr. Gary. Were you a participant in all of the conferences? 

Mr. Bramete. I was a participant in the negotiation of this agree- 
ment. Asa matter of fact, I worked out the detailed arrangements 
with the Indian team. 

Mr. Gary. And it has never been suggested that they offered to 
pav for it in dollars? 

Mr. Bramerr. That is right, sir. 

Mr. Gary. We would like to have the absolute assurance of that 
fact. both from the State Department and from the Department of 
Agriculture. 

Mr. Bramretr. Yes, sir. 

(Nore: Additional testimony may be found on pp. 1636 and 2934.) 
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VALUE OF GRAIN AT WORLD MARKET PRICE 









ck to Mr. Passman. Would you state at this time the total value of the 



























ster- grain to be sold to India‘ 
Mr. Brampie. Yes. This has to be calculated. This has to be the 
Shels | estimated value because we do not know the exact price at which it 
will be sold, since it will depend upon what the market prices are at 
sold, the time. 
Mr. Passman. The estimated value? 
Mr. Bramarer. The estimated value at world market prices will be 
v the $1276 million. 

Mr. Passman. And in many instances, not only for current agricul 
tural commodities, but for about everything else we are producing in 
America, the world market is a lower price than the domestic market ? 

Mr. Brampie. That is right. 

ie ORIGINAL COST TO GOVERNMENT 

will 

ents Mr. Passman. Could you state, as we are rapidly losing out of the 
world market on steel and a lot of other commodities, and we do not 
want to use agriculture as a whipping boy, what this cost the Gov- 

‘ons, ernment originally ? 

vay, Mr. Brameie. We do not know at this moment exactly what the 

pach cost will have been by the time—— 

rket Mr. Passaan. Approximately ? 

they Mr. Brampre. The estimated cost is $2,200 million. 

Mr. Passman. So, in effect, this is a $2,200 million loan to India, 
based upon American standards and America’s cost 4 

Mr. Bramesie. It would be $2,200 million worth of products based 

buv on our cost, a 
Mr. Passman. Based on our cost, and that would not be limited in 
all probability just to the field of agriculture, because we are far above 

we the world market in many other categories; are we not ‘ 

Mr. Bramere. Certain of our prices are higher than those prevail- 

eid Ing in other countries. 
‘i Mr. Passman. Thank you verymuch. 
buy | Mr. Grant. Sir, as I understand this, if a foreign national was to 
al come in with his own dollars and to buy these goods on the U.S. 
ae market, it would cost him $1,200 million. 
" Mr. Beamer. That is right. 
vue Mr. Passman. Because he would buy at the world market ¢ 
vial Mr. Brampie. That is right. 
Mr. Passman. I doubt if many foreign nations are going to come 
to America to buy agricultural commodities or steel or a lot of other 
oa = things. 7 
nie Mr. Brampre. They do, sir. a 
Mr. Passmanx. You know as well as I do that we are pricing our- 
4 selves out of the world market on many items. I think it was es- 
tablished earlier this week that if you remove agriculture from our 
exports. then we had a trade deficit in recent months with Europe. 
al I thank the gentleman for yielding. 
e | 
m TERMS OF AGREEMENT 


Mr. Gary. Let's get back to the agreement. What are the arrange- 
ments of this sale ? 


4.) 
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Mr. Brameie. The sale of these products? 

Mr. Gary. Yes. 

Mr. Bramete. The agreement calls for the delivery of 4 million 
tons of wheat in the first year and 250,000 tons of rice in the first year, 
These quantities are to be reviewed at the end of each year to see 
whether or not they should be adjusted. They have to be subject to 
the availability of these commodities by the United States, the avail- 
ability of shipping and storage space in India and other things which 
may be necessary to carry out the full intent of the agreement. At 
the same time, Indian has committed itself to continue procuring its 
normal commercial imports of wheat and rice on world markets be- 

cause we do not want the sale of these products to disrupt the normal 

commercial channels that have been in effect over the years. So India 
will buy at least 400,000 tons annually of wheat and 400,000 tons an- 
nually of rice from whatever world sources it considers best. 


PAYMENT 


The payment, as I say, the payment will be in rupees and then it is 
divided in accordance with a number of accounts, determining the way 
in which these rupees shall be utilized. 

Mr. Gary. Will they pay the rupees in cash ? 

Mr. Brampie. The rupees will be deposited to the account of the 
United States at the time the goods are received. That is right. 


ORIGIN OF WHEAT 


Mr. Gary. Where does this wheat come from ? 

Mr. Brameie. From the United States, sir, from various ports 
of export. 

Mr. Gary. It will come from the Commodity Credit Corporation? 

Mr. Bramere. The Department of Agriculture could explain the 
actual technical details of how the wheat is exported better than I can, 
but as I understand it—— 

Mr. Gary. But it is wheat held by the Commodity Credit 
Corporation ? 

Mr. Brameie. Not necessarily, sir. It could be wheat that is under 
loan from the Commodity Credit Corporation or any wheat that is 
bought in the United States. 

These transactions will take place- these transactions will take 
place through regular commercial channels and the commercial ex- 
porter then applies to the Commodity Credit Corporation for a sub- 
sidy, which is the difference between the U.S. price and the world 
price. 


COST AND MARKET PRICE PER BUSHEL 


Mr. Gary. I am told that the present market price is about $1.60 
a bushel. 

Mr. Brampste. I believe that is in the neighborhood. 

Mr. Gary. This wheat cost over $2 a bushel. 

Mr. Brampte. I do not know the exact prices right now, but that 
is reflected in the-—— 








Ilion 
year, 
O see 
ct to 
vail- 
‘hich 

At 
g its 
s be- 
rmal 
ndia 
; an- 


it is 
way 


the 


orts 


on? 
the 
“aN, 


dit 


der 
t 1s 


ake 
ex- 
ub- 


rid 


1at 


1631 






Mr. Gary. Therefore, we will have to pay the Commodity Credit 
Corporation over $2 billion for which we will receive rupees ¢ 

Mr. Brampie. We will receive rupees to the extent of the world 
price or export price which is about $1.60. 

Mr. Gary. We do not get but $1.60 for it and we get that in rupees. 
Mr. Brampre. That is right, sir. 















DISTRIBUTION OF RUPEES 





Mr. Gary. To what accounts will these rupees be distributed ? 

Mr. Bramexe. These rupees accrue to the U.S. Treasury and then 
are parceled out to various uses. These uses are very complex and I 
cannot give you the actual details on each one. There are men here 
who can explain that better than I can, but in general it comes to 
something like this: The agreement states that $200 million worth 
of rupees will accrue for uses of the U.S. Government in India. We 
use it to pay the expenses of our Embassy and travel for people within 
India and technical experts and various programs which our Govern- 
ment carries out in that country. 

Mr, Gary. Do you know how many rupees we have got now ? 

Mr. Brampie. We have plenty. Iunderstand we have a great many 
rupees in India, probably more than we can use for several years. 

Mr. Gary. So ¥ do not need this $200 million ? 

Mr. Bramswe. I do not like to use those words “don’t need.” 

Mr. Gary. We cannot use them. We have got more now than 
We can use. 

Mr. Bramprer. I would not like to pass judgment on that. 

Mr. Gary. All right, sir. 

Go ahead. 

Mr. Brampxe. Of the rest of the rupees, the amount will depend 
upon how much the wheat and rice actually yield when they are 
sold. Our estimate is in the neighborhood of $1,076 million. Of that 
amount, not more $538 million will be available for loans and not 
more than $538 million for grants to be made to projects that the 
two Governments can agree on. 













' Mr. Gary. $500 million in loans and $500 million to grants— 
Mr. BRAMBLE. $500 million plus. 
Mr. Gary (continuing). That the Government will turn back to 


them for projects in India / 
Mr. Brampie. That is right. 
Mr. Passman. Mr. Gary, would you yield just a moment / 
Mr. Gary. Certainly. 


} Mr. Passman. You mean we are not going to get back ~ 2 billio 
in rupees that we can use to import out of India? Part of it will be 2 
grant 4 
Mr. Brampre. That is right. 
f Mr. Passman. You go ahead, Mr. Gary. 


Mr. Grant. Sir, I think it should be mentioned that there is a sale 
for rupees of the total amount mentioned. Then at the disposition 
\ of the rupees, some of which are kept for U.S. uses and some are 
loaned back to the Government of India and some are granted back 
tothe Government of India. 
Mr. Passmax. How much for U.S. uses? 
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Mr. Bramesie. $200 million. 

Mr. Passman. Which is about 414 percent of the original invest- 
ment we have, and possibly 10 percent of the $1.2 billion at the bargain 
prices at which they are buying it 

Mr. Bramesie. Fifteen anda half percent. 

Mr. Murrny. Those percentages sound awfully low. Two hundred 
million is approximately 15 percent of the $1.2 billion. 

Mr. Bramsie. This ts a little better than 15 percent of the total 
rupee value. 

Mr. PassmMan. I stand corrected. 

You can use that now for imports / 

Mr. Brampie. For U.S. Government uses. 

Mr. Passman. To import / 

Mr. Brambie. I doubt 

Mr. Passman. Or tospend in India / 

Mr. Brameir. To spend in India. 


AMOUNTS FOR GRANT AND LOAN PROJECTS 


Mr. Gary. Can you give us the exact amount of the loans and the 
exact amount of the grants under this contract / 

Mr. Brampir. Yes, sir. The agreement provides for not more than 
$538 million for grant projects and not more than $538 million for 
loan projects, 

Mr. Taser. Do you mean a year? 

Mr. Brampre. No, that is over the 4-year period, 

Mr. Taper. They are going to get $1,240 million worth of wheat 
anda million tons of 

Mr. Bramecie. Rice. 

Mr. Taper (continuing). Rice and the rest of it will run a good 
deal more than $538 million over a period of 4 years. 

Mr. Bramesie. Sir, the total value of the rice and the wheat is esti- 
mated to be $1,276 million. Now, it may be somewhat less than that, 
but it cannot be more than that. 

Mr. Taser. You mean the rest of it is a separate deal ? 

Mr. Mureny. This is the whole agreement, Mr. Taber, wheat and 
rice together. 

Mr. Taper. You have a lot of other things going on besides that: 
do you not 4 

AUTHORIZATION AND APPROPRIATION 


Mr. Bramare. Not in this particular agreement. 

Mr. Gary. This is not in our bill. 

Mr. Bramewie. This is Public Law 480. 

Mr. Gary. This transaction does not come within the provisions 
of our bill at all. It is being handled without any appropriation at 
all 

Mr. Brameie. No, sir. There is an appropriation under which this 
is being carried out. 

Mr. Gary. Where / 

Mr. Murrny. This is a technical term, “appropriation.” There 1s 
an authorization under the Agricultural Trade Development and 
Assistance Act for this sale and a lot of other sales. and there is 
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authority in that act for appropriations as necessary to repair the 
capital of the Commodity Credit Corporation. 


ADDITION OF AGRICULTURAL TRADE DEVELOPMENT ACT TRANSACTIONS TO 
MUTUAL SECURITY TOTALS 


Mr. Gary. The point I am making is that we are giving $538 mil- 
lion in loans, or making available $538 million worth of rupees in 
loans to India and $538 million tn grants that do not come under the 
foreign aid bill at all or the mutual security bill at all. 

Mr. Mureny. You are absolutely right. 

Mr. Gary. That is in addition to the amounts we are giving them 
in the bill. 

Mr. Mureny. That is correct. 

Mr. Gary. So that instead of the bill being $4 billion, it would be 
nearer $5 billion, if you include that transaction. 

Mr. Murrrry. Yes, sir: if the Agricultural Trade Development Act 
transactions were added to the mutual security authorization bill, 
it would run the total up substantially, Mr. Gary. 


WORLDWIDE PUBLIC LAW 480 LOCAL CURRENCY USED FOR PROJECTS IN 
FOREIGN COUNTRIES 


Mr. Gary. How much of the Public Law 480 money will be used 
for projects in the various countries that are not included in this bill? 

Mr. Mureuy. You mean worldwide ? 

Mr. Gary. Yes: worldwide. 

Mr. Murrny. I have some figures here for 1961, Mr. Gary, that I 
think will help you. During fiscal year 1961, we estimate that we will 
obligate $545 million worth of Public Law 480 generated local cur- 
rencles, 

Mr. Gary. S580 million ? 

Mr. Murreuy. 8545 million worth of local currencies that were gen- 
erated under title | of Public Law 480 and we will obligate them in 
the various countries In which they were generated. 

Mr. Taner. Is that figure the figure it will cost the United States? 

Mr. Murrny. No, sir. 

Mr. Taner. It isthe figure you are putting it out at / 

Mr. Murruy. It is the portion of the local currency that will be 
used for assistance to the country, valued at world market prices, Mr. 
Taber. In other words, it is not the total accumulations of the United 
States at world market prices because some of those will be used for 
US. purposes, It is the portion at world market prices that will be 
used for assistance in the countries during fiscal year 1961, 

Mr. Gary. Are there any additional amounts that you will loan? 

Mr. Mcrpuy. This includes both loans and grants. 

Mr. Gary. Then you would have to add to this. This does not in- 
clude the India transaction ¢ 

Mr. Murpny. It includes previous India transactions but the ac- 
cumulations under this one, Mr. Gary, since it is a 4-year program, 
Will be 5 years at least coming to us because we do not norm: ally col- 
lect the proceeds until about a year after the agreement is signed. We 
get about a year’s sales and then each year thereafter as the commodi- 
ties are sold. local currency would accumulate, This $545 million 
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estimated obligation for fiscal year 1961 does not contempl: ite any ob- 
ligation of the $538 million for grants and the $538 million for loans 
in India under this agreement that was just negotiated, 

Mr. Gary. But this transaction, this agreement that has just been 
completed arrangement, I believe the »V eall i it would add to this over 
a billion dollars that will eventually be used for loans and grants for 
economic purposes in India alone / 

Mr. Mureny. That is correct, a billion dollars worth of rupees— 
$1,076 million worth according to the calculations. 


DETERMINATION OF LOANS AND GRANTS 


Mr. Gary. Who is going to determine how those loans and grants 
shall be made ? 

Mr. Brampcie. They will be determined by agreement between the 
Government of India and the Government of the United States. 

Mr. Mureny. The Indian Government will place a proposal before 
the U.S. Operations Mission in New Delhi on the uses which it would 
make and seek the agreement of the United States to those uses of the 
rupees. 

Mr. Gary. Does that mean you will have a separate setup from the 
Development Loan Fund to determine the propriety of these loans? 

Mr. Murrey. The Development Loan Fund does not come into it 
at all. They have no field setup at all. The ICA Mission in New 
Delhi, which administers the ICA program, is also responsible for 
administering the assistance program under Public Law 480. The 
same outfit which is in India is called the Technical Cooperation 
Mission of the United States and has been there since 1950, I believe, 
and will administer the program under Public Law 480—the program 
of loans and grants. 

Mr. Gary. They will pass upon both loans and grants, will they? 

Mr. Murrny. Subject to policy guidance and direction from the 
Washnigton office of ICA. 

Mr. Gary. There will be no opportunity for the Congress to pass 
upon them at all ¢ 

Mr. Murreny. I would say this: There would never be a proposed 
program placed before the Congress and in that sense you are cer- 
tainly right. As the years go by and as the Congress evidences interest 
in the program, the executive would be only too happy, not only to 
explain what has happened, but what it proposes to do, Certainly we 
would listen to the advice of the Congress that is given in that inter- 
change. 

USE OF INDIAN RUPEES FOR INDUS RIVER PROJECT 


Mr. Gary. Why would you not use some of these rupees for the big 
Indus River project ? 

Mr. Murriy. We probably will. 

Mr. Gary. Why would you be coming in and asking us for money 
then? Why can you not use these funds instead of coming to us and 
asking us for more money ? 

Mr. Murpniy. The answer to that is rel: tively complex. The $515 
million that the United States would put into the Indus River project 
8 composed: of resources of two kinds: One, rupees of Pakistan, which 
will total $235 million and which are perfectly usable for local costs 
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of the project; two, $103 million in dollars which would be loaned to 
India and Pakistan from the mutual security fund, and $177 million 
from mutual security funds which would be granted to Pakistan, 

The two dollar components, or the total of $280 million, would be 
used to pay expenses, in connection with the project, that could not be 
paid in Indian or Pakistan rupees. Both kinds of assets are needed to 
meet the U.S. $515 million and to carry out the project. They 
complement each other and there is probably no doubt that some of 
these rupees that are covered by this agreement will be used to meet 
the $235 million component of rupees. 

Mr. Gary. There just is not any end to this thing. It goes on and 
on in anendless chain. That is all. 

Mr. Taner. I wonder if the gentleman would yield ¢ 

Mr. Gary. Yes. 


STORAGE GRAIN 





Mr. Taser. How much of the grain and other things of that kind 
involved in this India deal are presently in storage in the bins of the 
Commodity Credit Corporation ¢ 

Mr. Murruy. I do not think there is anyone here who could answer 
that question. We would have to get that kind of information from 
the Department of Agriculture. 

Mr. Taper. I want you to get it and put it in the record at this point. 

Mr. Murrny. We will be happy to try to do so. 

Mr. Taper. In detail, so as to give us the story on these different 
items. 

Mr. Murpny. Yes, sir. 

(The information to be supplied follows :) 


Quantities of wheat and rice in inventory of the Commodity Credit 
Corporation, May 9, 1960’ 


a _. 1,080,000,000 bushels (27,000,000 met 
ric tons). 
Nr I ore eas Se RCS Se ee 5,200,000 hundredweight (236,000 met- 


ric tons). 
2 Department of Agriculture: Not all this grain could be considered available for export 
since about one-third to one-half of the wheat, and almost all the rice form the bulk of the 
normal carryover for the United States 


Mr. Taper. I would also like to find out. after the well of the 
United States runs dry, how these people who have their hearts set 
on receiving these gratuities are going to be taken care of then‘ 

Mr. Gary. Is it not already dry, Mr. Taber / Abe, we not borrow- 
ing money now for this foreign aid 2 

Mr. Taner. Yes, we are. 

Mr. Gary. We are borrowing every dollar that we put out in for- 
eign ald. The well is already dry. 


USE OF RUPEES FOR INDUS PROJECT 


Mr. Murrny. May I make a correction mn my testimony ? 

My attention has been directed to the fact that the loc al curre ney 
requirements under the Indus project are limited to Pakistan rupees. 
None of these would be used in connection with the Indus project un- 
less some additional requirement, that is not now foreseen, for Indian 
rupees should develop. 


53909—60—pt. 2———_22 
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Mr. Gary. We would have to put this up in addition to the Indus 
project? None of this could be used for that project so we would 
have to finance that project independently of these rupees we have 
on hand ¢ 

Mr. Murpny. That is correct. Apparently all the Indian rupees 
which are needed for the Indus project will come from the Govern- 
ment of India budget. 


OFFER TO PURCHASE WHEAT IN HARD DOLLARS ON LONG-TERM LOAN 


Mr. Gary. Mr. Murphy, I would like to have it from the highest 
authority, and the person who absolutely knows, that there was no 
offer made by India to buy this wheat in hard dollars on a long-term 
loan at 2 percent. 

Mr. Murrny. Mr. Gary, I never heard a suggestion like that until 
vou made it. I will be happy to see that we check it out on the au- 
thority level you indicated and give the committee an unequivocal 
response. 

Mr, Gary. This is very important because that statement was made 
before the full kppoemetions Committee this morning. I am not 
only misled by it, if it is not true, but every member of the Appro- 
priations C teen is. It ought to be straightened out. That is the 
only information that I have. One of the members of the committee 
made the statement that he had been informed that it was true. 

Mr. Murruy. I never heard it, but we will check it out at the high- 
est level. 

Mr. Gary. We would like to have the absolute assurances from the 
highest levels that it is not true. 

Mr. Passman. Certainly we want you to understand that we are 
not questioning the personal integrity of any of the witnesses. 

(The information supplied may be found in the appendix, p. 2934.) 


ORIGIN AND FORM OF REQUEST FOR LOAN 


Is a contract of this type usually made in the form of correspond- 
ence, or a request reaching the Department? Is is initiated on the 
part of the recipient nation ¢ 

Mr. Bramprie. Yes, sir. 

Mr. PassMan. Does it originate through correspondence / 

Mr. Brameie. The request in this case, and in most cases, is made 
to our Embassy in the field and transmitted to the Department from 
our Embassy. 

Mr. Passman. You would not know whether there was any request 
by letter for a loan to buy this grain from the offic! ‘ials of India? 

Mr. Brameie. You mean buying for dollars at 2 percent ? 

Mr. Passwan. No; I am speaking about this $2.2 billion grant, ot 
loan, to India. 

Does it originate with them? Do they submit it in writing, or do 
these ideas usually develop in our Embi: assies abroad ? 

Mr. Brauer. No, sir: this originated as a request of the Indian 
Government made to our Embassy abroad. 

Mr. Passman. Did they make that request in the form of a letter! 

Mr. Brampier. I am trying to see if I have that in my file. 
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THIRD INDIAN 5-YEAR PLAN 


Mr. Grant. While he is looking that up, Mr. Chairman, I might 
reply to Congressman Taber’s question which was not answered as to 
the future in regard to this, and costs. I think that it should be noted 
here that in the third Indian 5-year plan, which starts approximately 
a year from now, they are planning to make an all-out drive to in- 
crease greatly their food production and to reach sufficiency on major 

food grains. This particular program will help them in this regard. 

Secondly, this type of a program, as I understand it, will, in all 
probability, result In major savings to the U.S. sei for the 
reason that these are commodities that are in surplus supply and 
which the U.S. Government would be subsidizing under our do- 
mestic program and the Indian Government which will be storing a 
large amount of this will be saving the U.S. Government the storage 
costs of this grain in the United States, both rice and wheat, unlike 
certain other commodities which are perishable commodities. I do 
not have the figure but possibly Mr. Bramble does have the estimated 
saving to the U.S. Government in storage costs in this particular 
transaction. 

ORIGIN OF STOCKS USED IN PROGRAM 


Mr. Taner. You have to replenish the stocks just as fast as they 
are drawn down, do you not 4 

Mr. Grant. Sir, 1 understand that the extent to which we support 
these depends upon market considerations. We only declare these 
goods in surplus to the extent that the normal m: ket cannot take 
them. Therefore, these goods are truly out of surplus stocks, are 
surplus in the United States and which the U.S. Government would 
ultimately have to pay storage costs on. 

Mr. Passman. Let us keep the record straight. The witness testi- 
fying on this stated that it may or may not come out of the Com- 
modity Credit stocks. 

Mr. Brampie. That is correct. 

Mr. Passman. It may come out of the market / 

Mr. Bramere. May I make astatement on that / 

Mr. Passman. Yes. 

Mr. Brambue. In the case of rice, almost surely it will come out of 
the market. 

Mr. Passman. Do not confuse the record by indicating that you are 
taking this just out of surplus. As far as IT am concerned, I am tired 
of seeing the farmer get his brains beaten out. I remember your say- 
ing that it would not necessarily come out of surplus grain. 

Mr. Murreny. He says it would not come out of the CCC stocks. 

Mr. Passaan. It may come from the commercial market. It may 
come from the field where it is produced ; is that correct 7 

Mr. Bramaue. Yes. 

Mr. Passman. You do not know where you are going to get it. It 
may be out of CCC, or it may be directly from the grainowners, or 
grain elevators, or it might come out of the State of Louisiana, from 
rice mills: isthat correct ? 

Vr. Bramprr. Yes. 

Mr. Passman. Let us keep the record straight. I am tired of hav- 
ing eve ‘rything charged to the farmer 
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Mr. Brampte. In the case of rice, we have a surplus in the United 
States of about 325,000 tons a year. Under the Public Law 480 pro- 
gram, as it is shipped to foreign countries, and, as you say, it 1s nor- 
mally shipped from the mills, without going through the storage 
procedure. Since most of it is under loan to the Commodity Credit 
Corporation, it would be put into storage, if it is not disposed of by 
about March 31. But if it 1s moved out of the country, it does not actu- 
ally go into storage. 

OVERALL PROGRAM COSTS 


Mr. Passman. You keep hearing people say that vou are going to 
save the American taxpayer dollars by transactions of this type, 
providing that it is our responsibility to continue pouring tens of 
billions of American taxpayers’ dollars into a worldwide foreign aid 
program. Let us see how this thing will really shape up. Instead of 
the requests going down for dollars, they are continuing to go up. 
The President this year is requesting $4.175 billion; is he not, Mr. 
Inspector General ¢ 

Mr. Murpny. Yes, sir. 

Mr. Passman. In addition thereto, you have requested to spend 
some accumulated foreign currencies, which will be in addition to 
the $4.175 billion: will it not ¢ 

Mr. Mureny. Yes, sir. 

Mr. Passman. The President is asking for 4,175 billion in dollars, 
and he is also requesting $545,519,000 under Public Law 480: is he 
not ? 

Mr. Murpuy. The request contemplates the obligating of that. 
Mr. Chairman, it is not the request because the authority to do it al- 
ready exists. 

Mr. Passman. But nevertheless you have the authority for, or vou 
contemplate spending, $545,519,000 out of Public Law 480? 

Mr. Murreny. Yes, sir. 

Mr. Passman. In addition thereto, you would take out under this 
contract, $550 million worth of additional commodities—I am talk- 
ing about cost price now, and not the bargain price you quoted here, 
but $2.2 billion. 

Mr. Mcrpny. I see what you did. You took 2.2 billion and divided 
by four. 

Mr. Passman. That is correct. 

Mr. Murprry. $200 million would be reserved for U.S. uses, and, 
therefore, would not be used for assistance. 


U.S.-OWNED RUPEES 


Mr. Passman. But do we already own a considerable amount of 
Indian rupees? 

Mr. Mureny. Yes, sir. 

Mr. Passman. Far in excess of our needs for local expenses 1n 
India? 

Mr. Murrny. It depends on what time period you use. 

Mr. Passman. Let us limit it to this vear. 

Mr. Mureny. We have enough to take care of this year. 

Mr. Passman. How much do you have ? 

Mr. Murpuy. I do not know. The only currencies I have in my 
books are the ones connected with this program. 
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Mr. PassmMan. It is not true that India owes us millions of dollars 
) pro- to be repaid in rupees under the Development Loan Fund? : 
mor Mr. Mureny. ‘J he loans to India from the Development Loan Fund 
orage as of January 31,1960, totaled $195 million, 
‘redit Mr. Passman. You have letters of authority far in excess of that; 
of by do vou not ¢ 


hited 


actu- Mr. Mureny. There may have been some additional loans issued 
since the last figures. 

Mr. Passman. Let us say hundreds of millions. 

Mr. Murrny. Yes, sir. 

12 to Mr. Passman. You will have hundreds of millions in Indian rupees 
type, you can spend for the purposes to which I referred, before even 
is of vetting into this deal ? 
1 aid Mr. Murpuy. No, Again, we get toa time situation, Mr. Chairman. 
id of 
up. EXPENDITURES AND RUPEES 
Mr. pete ae as 
Mr. Passman. Let us stay right in line now, and see if we can under- 
stand each other. 
end [s it not true that it may be generations before you would ever have 
n to need for the $200 million worth of rupees we may be privileged to 
spel id out of this grant? 

Mr. Murrny. No, I could not agree that it will be generations, 

lars. Mr. Chairman. 
s he Mr. Passman. It could be? 

Mr. Murry. I doubt it. 
hat. Mr. Passman. It could be many years? 

al- Mr. Murpuy. I will go with that. 

Mr. Passman. Why mislead the committee, and try to have us be- 
vou lieve that you are here going to take $200 million for immediate ex- 
: penditures. with hundreds of millions of dollars already available in 

Indian rupees and more accruing by the month? You do not know 
this when you would ever have use of that? 
k- Mr. Murrny. I do not mean to mislead the committee. I wanted 
ore, to stress that of the cost of $2.2 billion, $200 million would be re- 
served for U.S. uses. stole. “all of the $2.2 billion is not additive 
led to the fiscal year 1961 request of $4.175 billion. 


In other words, the portion that will not be usable for assistance 
in India would have to be taken out. That was my only point. 

nd. 3 Mr. Passman. Is it accruing to the U.S. Treasury? 

Mr. Murpeny. Yes, sir. 

Mr. Passman. In dollars? 

Mr. Murpny. Yes, sir. 

The use of these dollars are reserved for U.S. use and permitted 
of only when the Treasury is paid. 


} USE OF INDIAN RUPEES 
In 


Mr. PassMan. For what purpose are you going to use them ? 
Mr. Murrny. For the expenses of the State Departme nt, ICA, and 
any other Federal department spending money in India. 
Mr. Passman. You cannot meet full payrolls with that ? 
_ Mr. Mvrpny. No, sir; to the extent payrolls are paid in rupees, 
iy It would be usable, 








1640 


Mr. Passman. A small percentage / 

Mr. Murpeny. No; not a small percentage. 

Mr. Passman. I am going to read this letter into the record one 
more time. 

Mr. Brampue. Are vou still interested in the figure on the savings 
in storage on the wheat / 

Mr. Passman. Iam not going to buy that. I have heard the farmer 
whipped often enough. 

Are vou going to reduce what we refer to as the farm costs by 
S22 billion, if you enter into this contract / 

Mr. BrampBie. No. 

Mr. PassM AN. Certainly you are not. You are going to leave it 
ch irgec to Acricult ure. 

Mr. Gary. May Task two more questions here / 

Mr. Passman. Yes.sir. 


WHEAT SURPLUSES AND PURCHASES 


Mr. Gary. Is it possible for you to give us the figures as to how 
much of this wheat will be taken from the CCC surpluses and how 
much will be pure hased on the ope n market / 

Mr. Brauer. No, sir. It depends upon the types and quantities 
that are needed at the moment. If they are available in CCC stocks, 
the yw ill be ship ped out of that. If ther have to get them someplace 

else, th ey will get them out of that. 

In the long run, it makes no difference. With the amount of wheat 
we have on hand, this wheat would go into storage if it were not 
shipped to India. 

COPY OF AGREEMENT 


Mr. Gary. Can we get a copy ora digest of this arrangement with 
India? 
Mr. Bramerie. The agreement will be made public and we can 
furnish you a copy of it as soon as it is prepare re 
(The following was furnished for the record: 


AGRICULTURAL COMMODITIES AGREEMENT BETWEEN THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA AND THE GOVERNMENT OF INDIA UNDER THE TITLE I 
OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT, AS AMENDED 


The Government of the United States of America and the Government of 
India: 

Recognizing the unique opportunity that now exists for a sustained cooperative 
effort undertaken by both Governments to ensure the continuing development 
and progress of the agricultural sector of India’s economy : 

Recognizing that the United States, by undertaking for the first time a four- 
year program of sharing its abundance of good grains—while the Government 
of India devotes its energies and resources toward achieving agricultural self- 
sufliciency—cean make a significant contribution to India’s third five-vear plan 
and to her efforts to meet current food requirements, establish food reserves, 
increase agricultural production and stabilize food prices: 

Considering that the Indian rupees accruing from such purchase will be uti- 
lized in a manner beneficial to both countries: 

Recognizing the desirability of expanding trade in agricultural commodities 
between their two countries and with other friendly nations in a manner which 
wou'd not displace usual marketings of the United States of America in these 
commodities or unduly disrupt world prices of agricultural commodities or 
normal patterns of trade with friendly countries: 

Desiring to set forth the understandings which will govern the sales, as 
specified below, of surplus agricultural commodities to the Government of India 















| one 
"ings 
rmer 


5 by 


how 
how 


ities 
wks, 


ace 


heat 
not 


vith 


ean 


THE 
'LE I 
N DED 


t of 


tive 
nent 


our- 
ent 
self- 
lan 
ves, 


uti- 


ties 
Lich 
ese 

or 


as 
dia 


1641 





pursuant to Title I of the Agricultural Trade Development and Assistance Act, 
as amended (hereinafter referred to as the Act), and the measures which the 
two Governments will take individually and collectively in furthering the ex- 
pansion of such trade in such commodities ; 

Ilave agreed as follows: 

























ARTICLE SALES FOR RUPEES 

1. Subject to the availability of commodities for programming under the Act 
and issuance by the Government of the United States of America and accept- 
ance by the Government of India of purchase authorizations, the Govern- 
ment of the United States of America undertakes to finance the sales up to 
the value $319 million, for rupees to purchasers authorized by the Government 
of India, of the following agricultural commodities determined to be surplus 
pursuant to the Act, of the amounts indicated : 


Export 

market 

Commodity value 
A. For Consumption : (millions) 
Wheat and wheat products ce meee ae $723. 75 

bh. For Reserves: 

Wheat and wheat products : ; ; 241, 2 
Rice ee . : 2 = 116. 00 
C.-Oc0ean . Transportation. ......~... 2. i ET ; BS 195. 00 


276. 00 





Total er e Sele ae coie 












The provisions of this Agreement, as applied to the balance of the amounts 
indicated in the above schedule, shall not become effective until January 1, 
1961, and shall become effective then only in the event that the United States 
Government on or after January 1, 1961, so notifies the Government of 
| India. 
2. Applications for purchase authorizations for $319 million, including $29 
million worth of rice for reserves, will be made within 90 calendar days after 
the effective date of this Agreement for procurement during United States fiscal 
year 1961 in the case of wheat and prior to December 31, 1960 in the case of rice. 
The amount for subsequent years will be determined on the basis of annual 
review to be made by the two Governments prior to the beginning of each 
United States fiscal vear 1962-64. The reviews shall take into account United 
States stocks position, changes in India’s production, Consumption, and stocks of 
food grains, other imports from the United States and countries friendly to the 
United States, feasibility of barter for strategic or other materials as a means of 
providing a portion of India’s food grain requirements, storage facilities, the 
extent to which agreement has been reached on the use of grant and loan funds, 
and other related matters, Purchase authorizations will include provisions relat- 
ing to the sale and delivery of commodities, including the classes, types and/or 
Varieties of food grain, the time and circumstances of deposit of the rupees 
accruing from such sale, and other relevant matters. 
3. The United States recognizes the desire of India to accumulate, as quickly 
as possible, a substantial part of the one million ton reserve stock of rice pro- 
vided for in this Agreement to assist in stabilizing the internal markets for this 
! commodity in India. Under this Agreement the first annual review of rice 
availabilities will be made in August 1960. At that time consideration will be 
¢iven to whether in the light of the United States supplies of rice available for 
Title IT disposal, India’s production, Consumption and stocks of food grains, other 
imports from the United States and countries friendly to the United States, In- 
dia’s storage capacity, and other related factors, any increase would be possible 
in the portion of the total rice programmed which is currently planned for 
procurement during the first vear. 

1. The two Governments agree that the issuance of purchase authorizations for 
Wheat and rice providing for purchase after June 30, 1961, shall be dependent 
upon the determination by the United States Government that these commodities 
are in surplus supply and available under Title I of the Act at that time. The 
United States Government shall have the right to terminate the financing of 
further sales under this Agreement of any commodity if it determines at any 
time after June 30, 1961, that such action is necessitated by the existence of an 
international emergency. 
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ARTICLE II. USES OF RUPEES 


1. The two Governments agree that the rupees accruing to the Government 
of the United States of America as a consequence of sales made pursuant to this 
Agreement will be used by the Government of the United States of America, in 
such manner and order of priority as the Government of the United States of 
America shall determine, for the following purposes in the amounts shown: 

(a) For United States expenditures under subsections (a), (b), (d), (e), 
(f), (h) through (r) of Section 104 of the Act or under any of such sub- 
sections, the rupee equivalent of $200 million. 

(b) For grant to the Government of India under subsection (e) of 
Section 104 of the Act, the rupee equivalent of not more than $538 million 
for financing such projects to promote balanced economic development as may 
from time to time be mutually agreed. 

(c) For loan to the Government of India under subsection (g) of Section 
104 of the Act, the rupee equivalent of not more than $538 million for 
financing such projects to promote balanced economic development as may 
be mutually agreed. The terms and conditions of the loan and other 
provisions will be set forth in a separate agreement by the two Governments. 

In the event that agreement is not reached on the use of the rupees for grant 
or loan purposes within six years from the date of this agreement, the Govern- 
ment of the United States of America may use the local currency for any pur- 
poses authorized by Section 104 of the Act. 

2. In the event the total of rupees accruing to the Government of the United 
States of America as a consequence of sales made pursuant to this agreement 
is different from the rupee equivalent of $1,276 million. the amounts available 
for the purposes specified in paragraph 1, Article II will be adjusted propor- 
tionately. 

ARTICLE IIT. DEPOSIT OF RUPEES 


The deposit of rupees to the account of the Government of the United States 
of America in payment for the commodities and for ocean transportation costs 
financed by the Government of the United States of America (except excess 
costs resulting from the requirement that United States flag vessels be used) 
shall be made at the rate of exchange for United States dollars generally ap- 
plicable to import transactions (excluding imports granted a preferential rate) 
in effect on the dates of dollar disbursement by United States banks, or by the 
Government of the United States of America, as provided in the purchase 
authorizations. 

ARTICLE IV. GENERAL UNDERTAKINGS 


1. The Government of India agrees that it will take all possible measures to 
prevent the resale or transshipment to other countries or the use for other than 
domestic purposes (except where such resale, transshipment or use is specif- 
ically approved by the Government of the United States of America), of the 
surplus agricultural commodities purchased pursuant to the provisions of this 
agreement, and to assure that the purchase of such commodities does not re- 
sult in increased availability of these or like commodities for export from India. 

2. The two Governments agree that they will take reasonable precautions to 
assure that all sales or purchases of surplus agricultural commodities, pur- 
suant to the Agreement will not displace usual marketings of the United States 
of America in these commodities, or unduly disrupt world prices of agricultural 
commodities or normal patterns of commercial trade with friendly countries. 
3. In earrying out this Agreement, the two Governments will seek to assure, 
to the extent practicable, conditions of commerce permitting private traders to 
function effectively and will use their best endeavors to develop and extend 
continuous market demand for agricultural commodities. 

4. The Government of India agrees to furnish, upon request of the United 
States of America, information on the progress of the program, particularly with 
respect to the arrival and condition of commodities and the provisions for the 
maintenance of usual marketings, and information relating to exports of the 
same or like commodities. 


ARTICLE V. CONSULTATION 


The two Governments will, upon the request of either of them consult regard- 
ing any matter relating to the application of this Agreement or to the operation 
of arrangements carried out pursuant to this Agreement. 
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ARTICLE VI. ENTRY INTO FORCE 


The Agreement shall enter into force upon signature. 

IN WITNESS WHEREOF, the respective representatives, duly authorized 
for the purpose, have signed the present Agreement. 

DONE at Washington in duplicate this fourth day of May 1960. 
For the Government of the United 
States of Americ 

For the Government of India: 
s/ S. K. PATIL 


May 4, 1960. 
Hon. Dovueias DILLON, 
Acting Secretary of State, 
Department of State, Washington, D.C. 

EXcELLENCY: I have the honor to refer to your excellency’s note of today’s 
date which reads as follows: 

“IT have the honor to refer to the agricultural commodities agreement signed 
today between the Government of the United States of America and the 
Government of India (hereinafter referred to as the agreement) and, with 
regard to the rupees accruing to uses indicated under article II of the agreement, 
to state that the understanding of the Government of the United States of 
America is as follows: 

“1. With respect to article II, paragraph (a) of the agreement: 

“(i) The Government of India will provide facilities for the conversions of 
the rupee equivalent of $4 million (up to a maximum of $1 million per year) 
accruing under the subject agreement for agricultural market development 
purposes into currencies other than United States dollars on request of the 
Government of the United States of America. This facility is needed for the 
purpose of securing funds to finance agricultural market development activities 
of the Government of the United States in other countries. 

“The Government of the United States of America may utilize rupees in India 
to pay for goods and services, including international transportation needed in 
connection with market development and other agricultural projects and ac- 
tivities in India and other countries. 

“(ii) The rupee equivalent of $63.8 million, but not more than 5 percent of 
the currencies received under the agreement will be used for loans to be made 
by the Export-Import Bank of Washington under section 104(e) of the Agri- 
cultural Trade Development and Assistance Act, as amended (hereinafter re- 
ferred to as the act), and for administrative expenses of the Export-Import Bank 
of Washington in India incident thereto. It is understood that: 

“(a) Such loans under section 104(e) of the act will be made to U.S. business 
firms and branches, subsidiaries, or affiliates of such firms in India for business 
development and trade expansion in India and to U.S. firms and to Indian firms 
for the establishment of facilities for aiding in the utilization, distribution, 
or otherwise increasing the consumption of and markets for U.S. agricultural 
products. In the event the rupees set aside for loans under section 104(e) of 
the act are not advanced within 6 years from the date of this agreement because 
the Export-Import Bank of Washington has not approved loans or because 
proposed loans have not been mutually agreeable to the Export-Import Bank 
of Washington and the Department of Economic Affairs of the Government of 
India, the Government of the United States of America may use the rupees for 
any purpose authorized by section 104 of the act. 

“(b) Loans will be mutually agreeable to the Export-Import Bank of Washing- 
ton and the Government of India acting through the Department of Economic 
Affairs of the Ministry of Finance. The Secretary, Department of Economaic 
Affairs, or his designate, will act for the Government of India, and the Presi- 
dent of the Export-Import Bank of Washington, or his designate, will act for 
the Export-Import Bank of Washington. 

“(e) Upon receipt of an application which the Export-Import Bank is prepared 
to consider, the Export-Import Bank will inform the Department of Economie 
Affairs of the identity of the applicant, the nature of the proposed business, 
the amount of the proposed loan, and the general purposes for which the loan 
proceeds would be expended. 
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“(d) When the Export-Import Bank is prepared to act favorably upon an appli- 
cation, it will so notify the Department of Economic Affairs and will indicate 
the interest rate and the repayment period which would be used under the pro- 
posed loan. The interest rate will be similar to those prevailing in India on 
comparable loans and the maturities will be consistent with the purposes of the 
financing. 

“(e) Within 60 days after the receipt of notice that the Export-Import Bank 

is prepared to act favorably upon an application the Department of Economic 
Affairs will indicate to the Export-Import Bank whether or not the Department 
of Economic Affairs has any objection to the proposed loan. 
Unless within the 60-day period the Export-Import Bank has received such 
a communication from the Department of Economic Affairs it shall be understood 
that the Department of Economic Affairs has no objection to the proposed loan, 
When the Export-Import Bank approves or declines the proposed loan, it will 
notify the Department of Economic Affairs. 

“2. With respect to article IT, paragraphs 1(b) and 1(¢) : 

“Uses of section 104(e) and section 104(2) rupees : 

“The Government of India will use the amount of rupees granted or loaned 
to it by the United States pursuant to paragraphs 1(b) and 1(c) for projects to 
promote economic development with emphasis upon the agricultural sector in- 
cluding food reserve storage structures and facilities as may from time to time 
be agreed upon by the authorized representatives of the United States and the 
authorized representatives of the Government of India, in the following sectors: 

“(A) Agriculture. 

“(B) Industry including the production of fertilizer, irrigation and power, 
transport and communications, and credit institutions. 

“(C) Public health, education, and rehabilitation 

“(D) Other economic development projects consistent with the purposes of 
sections 104(e) and 104(g) of the act. 

“The Government of India further agrees in cooperation with the Government 
of the United States, to coordinate the use of grant and loan funds provided for 
in paragraphs 1(b) and 1(c) of article II with such direct dollar assistance as 
may be made available by the Government of the United States of America, so 
that both sources of financing may be channeled to specific and clearly identifi- 
able economic development programs and projects. 

“3. It is agreed that any goods delivered or services rendered after the date of 
this agreement for projects within categories A, B, and C under paragraph 2 
above which may later be approved by the United States will be eligible for 
financing from currency granted or loaned to the Government of India. 

“4. With regard to the rupees accruing to uses indicated under article IT of the 
agreement, the understanding of the Government of the United States of America, 
with respect to both paragraphs 1(b) and 1(c) of article II is as follows: 

“(i) Local currency will be advanced or reimbursed to the Government of India 
for financing agreed projects under paragraphs 1(b) and 1(c¢) of article IT of 
the agreement upon the presentation of such documentation as the United States 
may specify. 

“(ii) The Government of India shall maintain or cause to be maintained books 
and records adequate to identify the goods and services financed for agreed 
projects pursuant to paragraphs 1(b) and 1(c) of article II of the agreement, 
to disclose the use thereof in the projects and to record the progress of the 
projects (including the cost thereof). The books and records with respect to 
each project shall be maintained for the duration of the project, or until the 
expiration of 3 years after final disbursement for the project has been made 
by the United States. whichever is later. The two Governments shall have the 
right at all reasonable times to examine such books and records and all other 
documents, correspondence, memorandums and other records involving transac- 
tions relating to agreed projects. The Government of India shall enable the 
authorized representatives of the United States to observe and review agreed 
projects and the utilization of goods and services financed under the projects. 
and shall furnish to the United States all such information as it shall reasonably 
request concerning the above-mentioned matters and the expenditures related 
thereto. The Government of India shall afford, or arrange to have afforded, all 
reasonable opportunity for authorized representative of the Government of the 
United States to visit any part of the territory of India for purposes related to 
agreed projects 


“(iii) If the United States determines that any disbursement under paragraphs 
1(b) and 1(c) of article IT of the agreement made by it for agreed projects is not 
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supported by the documentation submitted by the Government of India, is not 
made in accordance with the terms of this agreement or any applicable agree- 
ment or arrangement between the Government of the United States and the 
Government of India, or is in violation of any applicable laws or regulations of 
the U.S. Government, the Government of India, or is in violation of any applica- 
ble laws or regulations of the U.S. Government, the Government of India shall 
pay to the United States as may be requested by it, an amount in local currency 
not to exceed the amount of such disbursement which has been charged as an 
advance under the line of credit established by the loan agreement, the total 
amount charged as advances under the line of credit shall be reduced by the 
amount of such payment. 

“(iv) The authorized representatives of the United States shall expend funds 
for agreed projects only in accordance with the applicable laws and regulations 
of the U.S. Government. The United States may decline to make further dis- 
bursements for any agreed projects if it determines that further disbursements 
would not fulfill the purpose of paragraphs 1(b) and 1(c) of article Il of the 
agreement. 

“DS. IT wish to confirm my government's understanding that imports of wheat 
under title I of the act shall be over and above usual commercial imports from 
the United States and countries friendly to the United States during each 
United States fiscal year 1961-64 of not less than 400,000 MT. This figure may 
be adjusted or reduced on the basis of a review of India’s food grain supply, 
financial position, and other relevant factors to be made by the two Governments 
prior to the beginning of each fiscal year. The first such review will be under- 
taken in June 1960. In the case of rice it is understood that imports under 
title IT shall be over and above India’s present program of other imports from 
the United States and countries friendly to the United States during the period 
January-December 1960 of not less than 400,000 MT. During subsequent years 
of the agreement the progress and programs of the Government of India relat- 
ing to total rice imports shall be taken into account in the annual review. 

“G. It is agreed that India shall not export wheat, wheat flour, or rice during 
the period covered by the sales agreement. 

“Accept, Excellency, the renewed assurances of my highest consideration.” 

I have the honor to inform you that the contents of your note represent the 
understanding of the Government of India. 

I would request Your Excellency to accept the renewed assurances of my 
highest consideration. 

S. K. Patt, 
Minister of Food and Agriculture, Government of India. 

Mr. Passman. Would it be out of order to ask for all of the file? 
This is going to be a little bit difficult when it reaches the floor of 
the House. We have been out in the field many times, and we have 
found that you are actually soliciting business, and through certain 
vehicles under the mutual security program setting up small banks, 
loan companies, and so forth, to train local people how to borrow 
money. Some of us think this has gotten out of hand. We do know 
that our gold reserves are dropping. The dollar credits held by 
central foreign governments and foreign nationals—with dollar 
credits of international institutions—is increasing by leaps and 
bounds, to where it now is about $20 billion. It is hard for us to put 
all of this together, We are going to deal with some certified figures 
for fiscal 1959, so that vou will know that “oreign aid Is now costing 

In excess of S10 billion annually, This committee handles only one 
part of it. 


U.S. GOVERNMENT EXTERNAL ASSISTANCE, FISCAL YEAR 1959 
This is part of a letter from the Library of Congress, dated April 


1, 1960. addressed to the Honorable Otto E. Passman, House of 
Representatives, Washington, D.C. : 
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DEAR Mr. PASSMAN: In compliance with your request of March 29, 1960, I am 
forwarding to you herewith a study of estimates of U.S. Government external 
assistance for the fiscal year 1959. 

The details and methods used in arriving at the figures which I am submitting 
to you are outlined within the body of the accompanying presentation. How- 
ever, for your convenient reference, a tabulation of the estimates is summarized 
below : 


Mutual security program: 
Economic 


sctistilnbiaogiacexmu: ds. aie Pers eo, Ge 





DN os oer he etc ite eee waciaceie ck tauteneia ee _._ 2, 248, 500, 000 
Na a 4, 178, 900, 000 

Non mutual security: 
EN atest kgs siiagh hac eis Se aera aor 2, 807, 000, 000 
a a eae t ic ecacabesinarnaieus 20, 100, 000 
a ek 2, 827, 100, 000 
International agencies: Estimated U.S. portion of total___. 313, 200, 000 
Exporter credits: By Export-Import Bank__--__--__~.- %, 300, OOO 


Estimated total, U.S. Government external aid, fiscal 
year 1959 ee ane ee -. ¢, 028, 900, 000 


I would add to that that the interest on the money We have bor- 
rowed to give away $3.3 billion. so the actual cost that year was 
$10.628.400.000. 


The study being submitted does not include, of course, loans or grants on the 
part of agencies which have been established since June 30, 1959. Neither does 
it include U.S. expenditures through the Department of Defense for overseas 
military construction, nor the amount of accumulated foreign currencies avail- 
able for overseas assistance purposes, 

Does that give you some indication of why we are slightly excited 
when we get on these fantastically high figures of just entering into 
some agreement, and find out about it in the newspaper, where $2.2 
billion of the taxpayers’ money is concerned / 

Mr. Murreny. Mr. Chairman, if a commercial bank making loans 
made up a statement and charged off the loans it made to expense, that 
would be the same thing you have just read here. 

Mr. Passman. You never get—— 

Mr. Murreny. You have included in that statement money used for 
lending, which will be paid back in dollars with interest. 

Mr. Passman. I should like to say to you that that is a relatively 
small part of it. A comparatively small part of it is ever paid back. 

Mr. Murpny. On that basis, a lot of banks in Washington are going 
broke because they are spending a lot of money. 

Mr. Passman. You use your source of information. I am going to 
stick with these figures. You come up with figures to refute them if 
you can. 

Mr. Mcurrny. I hope we have the same opportunity at this point 
in the record to insert our comments. 

(The comments submitted may be found in the appendix on p. 
2066. ) 

Mr. Passman. I am tired of this country going into bankruptcy 
with a lot of fantastic sums. You know and I know that we have 
uncovered in these hearings some stuff that is inexcusable and some 
that is rotten. We handle only a part of it and up pop these big 
deals that sometimes frighten us. 

Do you have any questions 4 
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PUBLICATION OF AGREEMENT 


Mr. Gary. I have one more question, Mr. Chairman. 

It was stated a few moments ago that when this agreement is made 
public the committee will have a copy of it. What do you mean by 
that ¢ 

Mr. BraMBLe. It is just a matter of processing. I do not think the 
printing of it has been done yet. I have only one carbon copy at the 
moment and it is not a copy from the certified copy in the Treaty 
Office in the State Department. As soon as we get that, I will send 
it to you. 

Mr. Gary. When will that be? 

Mr. Bramsie. Tomorrow, the next day, or the day after 

Mr. Gary. We want it before we give this bill consideration. 

Mr. Brampte. Yes, sir. 


ESTIMATED PROGRAM COSTS 


Mr. Passman. The total cost originally, if it is taken out of surplus 
grains, would have been $2.2 billion ? 

Mr. Brameie. That is right. 

Mr. Passman. By entering into an agreement based on the world 
market, it would cost $1,276 million ? 

Mr. Brampue. Those are the estimates. 

Mr. Passman. Of the total, $200 million could be used by our 
Government ¢ 

Mr. Bramesie. Right. 

Mr. PassMan. This is in rupees to meet uses we may have in India? 

Mr. Bramesuiep. I would have to correct that a little bit. There is 
one small item of $4 million that can be converted back into dollars 
and used in other countries. 


AGRICULTURAL COMMODITIES AND SUBSIDIES 


Mr. Passman. Is it your understanding, so as to keep the record 
straight, that we have many other commodities, not of an agricultural 
nature, that we may be supporting with a subsidy ? 

Mr. Brameie. Other than agricultural commodities ? 

Mr. PassMan. Yes. 

Mr. Brampie. No, sir. 

Mr. Passman. You could not say there is no other; could you? 

Mr. Bramere. I could not say ‘there are no others, but I do not 
know of any others. 

Mr. Passman. You are familiar with some of our tariffs, under 
which we bring in imports and pay a subsidy ? 

Mr. Bramsie. If you could suggest one to refresh my memory 4 

Mr. Passwan. I do not think I need to refresh the memory of 
specialists in this field. 

Mr. Murpiry. He is a specialist on the India wheat loan. 

Mr. Passaan. Let the gentleman answer for himself. Otherwise, 
he would not be where he is. 

Mr. Murruy. We brought him up here at your request. 

Mr. Passman. He said he could not refresh his memory. 

You are an expert on the India wheat loan, and you must have had 
some e xperience prior to this; did you not ¢ 

Mr. Brampie. Yes, sir. 
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BACKGROUND OF WITNESS 


Mr. Passman. What did you do prior to this? 

Mr. Brawecr. IT have been working on various commodities for a 
long time in the State Department. 

Mr. Passmanx. What project were you with prior to this one ? 

Mr. Bramece. I am the Director of the Office of International Re- 
sources which has several divisions under it such as a fuels division 
and commodities division, which includes agricultural products, min- 
erals, and many other things. 

Mr. Passman. You are familiar with the many petroleum agree- 
ments we have, where by petroleum | Is imported into this e ountry. Are 
there any subsidies involved 4 

Mr. Brampie. We have an import restriction on petroleum imported 
into this country. 

Mr. Passman. You are familiar with the prices at which it is 
brought in? 

Mr. Bramepce. Intothe United States / 

Mr. PassmMan. Yes. 

Mr. Bramecre. To a certain extent. I am not sure I understand 
what you are driving at. 


REPAYMENTS NOT AVAILABLE FOR REDUCING COST OF AGRICULTURAL 
PROGRAM 


Mr. Passman. I am not going to ask you to get into that. 

It would sort of leave us just a little bit mere at ease if, when deals 
of this type are made, we did not advertise them far and wide as being 
a loan. We ought to just indicate that, in reality, this is not a rn 
because half of it automatically becomes a grant and the other half i 
repayable in rupees. 

We already have them running out of our ears now, and the chances 
are we shall not use them. 

If we continue drawing down billions and billions of dollars, and 
say we made a loan to India, we are not giving any credit to the CCC, 
are we, in a like amount for what we are giving away under this pro- 
gram ¢ We are not reduci ng the overall cost of the agr icultural pro- 
gram by the same amount: are we ? 

Mr. Murriry. Not by the same amount. 

Mr. Passman. That is what I am trying to bring out. It seems it 
has become very popular to whip agriculture. 

Thank you very kindly. 

Mr. Brameaie. Thank you. 

Mr. Passman. I believe we now have present Mr. Andrew Jacksoi 
Bennett. He is the new ICA Regional Director for the Near East 
and South Asia. 

Mr. Bennett, we are pleased to have you with us this afternoon. 
We know that you are new in this particular assignment, and we cer 
tainly wish you well. 

We pledge you our cooperation, and as you are just taking over, 
unless you desire to do so, we shall continue our questioning on this 
region with the gentleman you sent up yesterday. 

Mr. Benner. The chairman is very kind. 

I appreciate his consideration and I should prefer to be a bystande 
at the moment. 
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Mr. Passman. We know it takes time to familiarize yourself with 
this problem. 

Mr. Benner. I find the discussion very helpful to me, sir. 

Mr. Grant. Mr. Chairman, at vour convenience, I would like te 
provide vou with some additional information on the Governmental 
Affairs Institute im Tran. As you may remember, it was brought up 
yesterday and in view of Mr. Natcher’s interest in it. and the desire 
to correct our testimony on this point, you suggested that it be raised 
at some time while Mr. Natcher was present. 

Mr. Passman, Thank vou, but we shall get to it later. 

Mr. Narcuer. We will take it up tomorrow or the next day. 


LEBANON 


Summary of program by major cost component and field of activity 


{Dollars in thousands} 


Major cost compor hy ( vear 
Major cost component and field of activity 
Actu F I ‘ 
fiscal ve hierea ( en 
1959 aL ant 
Project assistance 
1 ¢ wlan 504 Hit 352 
Participants 42 45 5 
( tractual services 12 7 
Supplies and equipment 53 42 68 
Cc ribution to cooperative services 
0 S 434 INT 9 
| proje tance 1,2 SOM 
Nu 1 ‘ 
| n n duty se of ve 
Us. emy ved 21 9 22 
( r 4 3 
lot echni ns 2 28 2 
] t pant programe luring vé 
N i t 21 2 54 
C 
Lot D ) 2 4 
Fic V 
4 icu ire, fore ,an sheri 208 ] 2 
Industry and mining 196 306 14 
aco aes on 149 21] ) 
Labor 41 
H th initatiol 2 
Edu ! 13 ts 
! nistration 4 . 
( \ evelopir¢ » welfare nad hou l 17 
Gene isceilaneou 429 2 242 
| by fie of activity ‘ 1, 253 + S(M) 


Mr. Passman. In the case of Lebanon, you had $1,253,000 in 1959; 
In 1960, you had $950,000, and you are requesting for fiscal 1961, 
SSO0,000, a reduction of $150,000. 

The cumulative figure through June 30, 1960, is $17,101,000. 


AERONAUTICAL FACILITIES PROJECT 


Mr. Passman. What is the total cost, including local currency, of 
the aeronautical facilities project, and is that a continuing project 
Mr. Ipr. This isa continuing project. 
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Mr. PassMAn. What has been the cost through fiscal 1960, and what 
is the total dollar cost projected to completion 4 

Mr. Ine. The total cost as of the end of March 1960 has been 
$1,379,000. 

Mr. PassMAn. Let us project it to completion. 

Mr. Ine. This is not only technical cooperation. You asked for 
the total cost 4 

Mr. PassMAn. You may separate it if you like, but could you give 
us the total technical cooperation cost ? 

Mr. Ipr. I would like to correct the testimony, sir. 

Mr. Passman. Certainly, you have that privilege. 

Mr. Ipr. On page 97 of the major open projects book you will see 
that our costs through June 30, 1959, were $201,000 in technical assist- 
ance. 

Mr. PassMan. Let us project it to completion. 

Mr. Ipr. That is all there is, sir. It is $201,000, plus $84,000, plus 
$115,000, which makes $400,000 under technical assistance. 

Mr. Passman. Does that actually wind up the technical cooperation 
project on this particular item ? 

Mr.Ipr. Yes, sir. 

Mr. Passman. Aeronautical facilities ? 

Mr. Ipr. Yes, sir. The completion date is scheduled for the end 
of 1961. 

Mr. Passman. How about the special assistance? What is the total 
under that item for this project to date, and projected / 

Mr. Ipr. The total is $1,745,000. 

Mr. Passman. Do you have any local currency involved in this 
project ¢ 

Mr. Ine. Yes, sir. 

Mr. Passman. How much? 

Mr. Ipr. $24 million. 

Mr. Passman. $24 million? All right, sir, if that is the answer. 

(Norre.—Subsequently it was found that the correct figure is 
S223, 000. ) 


VILLAGE WATER SUPPLY PROJECTS 


Let, us go to the next project, the village water supply project. At 
what amount do you estimate the completion cost? This is a con- 
tinning project and you are requesting $80,000 for technical coopera- 
tion; are you not ? 

Mr. Ine. Yes, sir. 

Mr. Passman. What has it cost to date ? 

Mr. Ipr. The total cost through 1960 would be $778,000 plus $165,- 
000 and $80,000 in 1961, for a total of $1,023,000 of technical coopera- 
tion. 

Mr. Passman. How could you give that much technical advice on a 
village water supply project? Just what did these people do to spend 
that much money ? 

Mr. Ipr. The water is scheduled to be delivered at 381 villages by 
the fall of this year and to another 400 villages in 1961. 

Mr. Passman. This is only the planning part of it. This has nothing 
to do with construction ? 

Mr. Inr. The construction is the special assistance amount. 
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Mr. Passman. I am talking about the $1,023,000. That is just the 
technical aid and has nothing to do with construction costs. What 
is the special assistance part of this 

Mr. Ipre. The special assistance is $5,449,000, which is the total 
amount, 

Mr. Passman. Do you have any local currency on that project ? 

Mr. Ipp. $7,255,000. 

Mr. Passman. That is kind of an expensive water supply system. 

(NoTe.—Subsequently it was found that no local currency has been utilized on 
this project. ) 


Let us goon tothe next one. 


RURAL POWER TRANSMISSION PROJECT 


Rural power transmission project. You are requesting 316,000 
for fiscal 1961 

What has been the cost to date under technical aid / 

Mr. Ink. We estimate $649,000 through June 30, 1961. 

Mr. Passaan. How about completion cost on technical aid 4 

Mr. Ine. 1 will add $20,000. 

Mr. Passman. Do you have some basis for adding it / 

Mr. Ipr. Yes. 

Mr. Passman. Whiat is the total / 

Mr. Ibe. $669,000 total. 

Mr. Passman. Just technical aid. How about special assistance 4 

Mr. Ipe. $564,000, 

Mr. Passman. Do you have any local currency on this project ! 

Mr. Ip. We have 314,150,000, 


(Nore.—Subsequently it was found that the correct figure is $414,000.) 
PARTICIPANTS COMING TO UNITED STATES 


Mr. Passman. All right. You have 54 participants at a cost of 
$145,000. Are you getting some special price there? Where are they 
participating 4 

Mr. Ipr. I have a breakdown of that, sir. Lebanon, 21 of the par- 
ticipants are coming to the United States. This runs up the average. 

Mr. PassmMan. For what purpose are they coe over here ! 

Mr. Ipr. There is a breakdown on page 173 (TC Functional Presen- 
tation, vol. 1) of the participants by project. 

Mr. Passman. How many are coming to the United States, and 
What subjects are they going to be taught / 

Mr. Ir. The number coming to the United States out of that total 
is 40 technician participants in 1961. 

Mr. PassMan. Forty / 

Mr. Ipr. Participants. 

Mr, Passman. How long are they going to be in the United States 4 

Mr. Ipr. I do not have the breakdown by project on that. We can 
supply it. 

Mr. Passman. We want something now. This supplying does not 
help us. If it were to be handled on the basis of supplying it, we 
could put it on the record and we could have read it. 

You have 40 participants coming into the United States. Do you 
have any idea for what purpose you are bringing them in, what sub- 
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jects they are going to be taught, and where they are going to be 
assigned after you get them here? Can you call downtown and get it? 
Mr. Ipr. There are estimates for 1961. They obviously have not 
yet come. 
Mr. Passman. You do not know for what purpose they are coming? 
Mr. Ine. I will be glad to give you the details. I brought summ: ry 
figures showing how many are coming to the United States and how 
many to third countries. We will be glad to get the ones coming to 
the United States. 
Mr. Passman. We want to know what subjects you are going to 
teach them. 
Mr. Ipr. I understand. 


POLICE TRAINING 


Mr. Grant. For example, $32,000 will be utilized for noncontract 
participants under public safety. These participants will come to the 
United States to study, as I understand it, police training in the United 
States. This would be the subject matter of their field. 

Mr. Passman. How many of them for police training ? 

Mr. Grant. We do not have with us how many participants there 
are on this particular one. 

Mr. Passman. Is that going to have much to do with improving the 
economy in underdev eloped countries ? 

Mr. Grant. The maintenance of law and order effectively under an 
effective police force, I think we will all agree, plays a very high role 
in the kind of development that takes place. I would say certainly 
the restoration of law and order in our own frontier areas as we moved 
into them was a substantial element in advancing our country. 

Mr. Passman. I trust the people in Korea and Turkey have not had 
this course. 

Mr. Ine. I can give a breakdown of those coming to the United 
States by project. 

Mr. Passman. All right, sir. 

Mr. Ipr. Twenty of them are coming in agriculture. 

Mr. Passman. Do we not have a very fine, accredited school ri ight in 
Beirut teaching agriculture? It is so good that we had students there 
from about 44 nations. 

Mr. Ipr. Yes, sir; but 

Mr. Passman. They would miss the ride. 





THIRD-COUNTRY PARTICIPANTS 


Mr. Ine. Twenty participants are all third-country participants 
presumably being trained in Lebanon itself at the school. 

Mr. Passman. They are in Lebanon being trained in the Lebanon 
school, and we pay them. 

Mr. Inr. These will be third country. 

Mr. Passman. You are taking them out of Lebanon into a third 
country ¢ 

Mr. Ipr. Yes, sir. 

Mr. Passman. They will neither be in Lebanon nor in the United 
States, yet you have one of the best agriculture courses taught any- 
where in the world right in Beirut. How about the others? That is 
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20 of them. Let us see how many policemen you are bringing over for 
tré ania 

Mr. Ipr. The highway development project, eight out of the nine 
are going to third countries. 

Mr. Passman. To what countries are you sending them ¢ 

Mr. Ine. I do not have that information here, sir. 

Mr. Passman. Do you know of any countries over there that may 
know more about agriculture than they do at the American University 
at Beirut? Why do they have to send them to third countries? 

Mr. Murpny. This is the highway program. 

Mr. Passman. You do not know to what countries you are sending 
them ¢ 

Mr. Ine. 1 do not have it here, sir. 


PUBLIC SAFETY PARTICIPANTS 


Mr. Passman. How many policemen do you have? 

Mr. Ipr. Seven participants in the public safety pr ogram. 

Mr. PassmMan. Just what do you teach them in that ? 

Mr. Ine. These are people who get trained in fingerprinting and riot 
control and traffic safety, use of investigation techniques. 

Mr. PassMan. Traffic safety? If they get old and die before we 
get roads over there, we shall bring a new group over. 

Do you have others? 

Mr. Ine. Traffic in Beirut is a real problem, sir. 

Mr. PassMan. I have been there two or three times. There are few 
roads on which to travel. 


AERONAUTICAL PROJECT PARTICIPANTS 


Mr. Inz. The aeronautical project participants coming to the United 
States 

Mr. Passman. How many ? 

Mr. Ipr. Ten. 

Mr. Passman. They have a much better airport in Beirut, and better 
facilities, than any acai in my State. I wonder why they could not 
teach them over there. You are bringing them, however. Are there 
any more ? 





LABOR PARTICIPANTS 


Mr. Ipr. The labor participants come to the United States. 

Mr. PassMan. In just what capacity are they coming / 

Mr. Ipr. They are learning techniques of workers’ education, sir. 

Mr. Passman. Workers’ education ? 

Mr. Inr. Yes, sir. 

Mr. Passman. How to organize unions? 

Mr. Ipr. No, sir; this is not trade unionism. It is providing adult 
education courses to labor in subjects of interest to workers. 

Mr. PassMaAn. Subjects of interest to workers. What are some of 
those — ts? 

Mr. Grant. We will supply it for the record. 

Mr. Passman. The record will be filled with material supplied 
later. 

(Additional information may be found on p. 1655 and in the ap- 
pendix on p. 3073.) 
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GOVERNMENTAL AFFAIRS INSTITUTE CONTRACT 


ao Passman. I yield to the gentleman from Kentucky, Mr. Natch- 

,on the Governmental A ffairs Institute subject. 

Mr. Narcuer. As I understand it, Mr. Grant now wants to cor- 
rect the record from the standpoint of certain facts and figures that 
were inserted in the record several days ago. You will recall, Mr. 
Chairman, at the time that I inquired about the Governmental Af- 
fairs Institute contract very few of the gentlemen on the other side 
of the table knew anything whatsoever about this particular contract. 
There was an admission that such a contract was in existence, and 
that is all the information we received. 

We were assured that the following day or subsequent to the time 
[ propounded my question we would be furnished with certain infor- 
mation. After the question was asked and either the followi ing day 
or 2 days afterward we had certain information furnished to the 
committee which disclosed the fact that the contract totaled $1,113, 
000; that there were 12 technicians, who were in charge of the pro- 
gram insofar as Iran was concerned; that out of the 12, 9 of them 
were former Government employees and that the salaries ranged from 
16, 14, 13, $12,000 up; and that the overall amount per tee hnician to- 
taled $30,900, which is almost twice as much as technicians in the tech- 
nical cooperation program of this country. 

Those facts were disclosed at that time. Then at the same time I in- 
quired as to whether or not there was another contract with the Gov- 
ernmental Affairs Institute. I was informed that a global contract 
was in force which had for its purpose the preparation and the presen- 
tation of a test which would be used in selecting foreign nationals 
who would be brought into this country. For some reason or other 
they were not able to properly handle themselves in the use of our 
language and from the standpoint of coming into our country and 
fully taking advantage of what we offered under this program. 

Mr. Chairman, if it is a matter of going back into this program, I 
think we ought to have the record as to the questions and answers that 
were presented before. I know of nothing further that [ want to ask 
about this contract. IT still say to vou, Mr. Chairman, that to me it is 
the most outrageous contract that I have ever seen in this program 
or any other program. I think it is outrageous for the ICA or any 
department of our Government to enter into a contract such as this 
to administer any program under the mutual security setup as we 
have it. 

Mr. Passman. If the gentleman will yield, T might state that ata 
subsequent date information came to the committee—it could have 
been through inserts in the record—that after we had signed the con- 
tract, these people got a salary increase immediately. I think the 
gentleman did an excellent job smoking one of these contracts out of 
the 500. I think practically all of them are just about the same, if you 
get into them. T should like to have the gentleman read this and see 
whether or not he would care to question on it. 

Mr. Narcuer. In order to save time, I would like to examine this 
memorandum which Mr. Grant has handed to you. 

Mr. Passman. Without objection, the gentleman will have a chance 
to examine the memorandum. After he has had a chance to examine it, 
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this afternoon or at a subsequent date Mr. Grant and Mr. Natcher will 
discuss this additional information. Is that satisfactory / 

Mr. Grant. Sir, it was just my interest in correcting certain state- 
ments which we made in error up here. I think it would be of benefit 
to the record to get those particular statements corrected. 

Mr. Passman. You will have the opportunity. When Mr. Natcher 
has had an opportunity to study the document, you may rest assured 
you shall have an opportunity to discuss it with Mr. Natcher, who 
discussed that one project. 

Mr. Granr. I hope also I will have an opportunity to correct the 
statements on the record which are in error. 

Mr. Passman. There are so many of your witnesses, Mr, Grant, 
putting it nen on the line, that this is absolutely correct, but it is not. 
Certainly if it is in error, we want the record correct, but I do not 
think we aceie decide to take out of the record statements made be- 
fore the committee. 

We shall cross that bridge when we get to it, but certainly vou have 
aright to insert in the record, after you discuss this with Mr. Natcher, 
anything you have that will make the record correct. 

You have 1.500 projects, and some of the worst are yet to be dis- 
cussed. But if we are going to have a policy of taking your word that 
this is right and at a subsequent time undoing something given to us, 
we will never get through. We will do our best. 

Mr. Grant. There is no desire on my part to withdraw our earlier 
statements. Tam afraid that we got into this position here when 
this particular contract was raised as part of the administrative ex- 
penses before we got to the technical cooperation and we were, I would 

say, probably overly eager in coming up here and responding to the 

‘committee before we were able to get together all the data on it. 

Mr. Passman. Notwithstanding the fact established by Mr. 
Natcher, at a subsequent date, 2 or 3 days later, you responded and 
said, “This is it.” I still say you and Mr, Natcher will have an op- 
portunity to go into it. Certainly, you are bound to know that. 


TRAINING OF TRADE UNION LEADERS 


Mr. Inr. Before the record gets written up, so it will not have to be 
corrected, I have the information on the workers’ educ: ation project in 
Lebanon. Workers’ education is training of trade union leaders in 
the United States in trade union methods. 

Mr. Passwan. That isthe purpose of bringing them in / 

Mr. Ipr. Yes, sir. 

Mr. Passman. I wonder if they are getting any training under 
Jimmy Hoffa. Is he giving any of the instructions? Do you know 
where they are getting their instruction ¢ 

Mr. Ink. Not to my knowledge. 

Mr. Passman. It could be James Hoffa. As far as you know, it 
conld be any of them ? 

Mr. Ine. Thev are being trained by American trade union organi- 
zations. . , 

Mr. Passman. Mr. Hoffa could have a class, or Mr. Bridges, or any 
of those / 

Mr. Gran. The training for this field is arranged for us by the 
US. Department of Labor. 
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Mr. Passman. I am trying to find out who they are being trained 
by, because Jimmy Hoffa may get hold of them. Could you tell us 
by whom they are being trained 

Mr. Ive. I would have to find that out. 

Mr. Passman. Find out, please, and we shall discuss it further 
later. 

LEBANON INDUSTRY INSTITUTE PROJECT 


What has been the total cost of our financial assistance to the In- 
dustry Institute in Lebanon ? 

Mr. Inr. The total amount to date has been $1,379,000 through 1960, 
$1,429,000 through 1961. 

Mr. Passman. That is technical aid? 

Mr. Inr. That is right, sir. 

Mr. Passman. What is the projected cost ? 

Mr. Ipr. The projected cost after 1961 is $50,000. 

Mr. Passman. Put it all together. 

Mr. Ipe. $1,479,000. 

Mr. Passman. Is there any local currency ? 

Mr. Ine. I believe, sir, that the figure you have in the major open 
projects book there is in error. 

Mr. Passman. The figure you just gave of $1,479,000 is in hard 
U.S. dollars; is that right ? 

Mr. Ipr. That is the dollar amount. 

Mr. Passman. That is just technical aid ? 

Mr. Ipr. Yes. 


PROGRAM ACCOMPLISHMENTS 


Mr. Passman. Could you point. to any record of accomplishment 
on the part of this institute since it came into being ? 

Mr. Ine. A considerable amount of advice has been rendered. 

Mr. Passman. Do you realize advice is the most abundant thing on 
the face of the earth, and the least used ? 

Mr. Ipr. Advice has been rendered to Lebanese industries through 
the institute. 

Mr. Passman. To what industries have you given advice, and what 
kind of advice ? 

Mr. Inve. I can tell you the kind of services that are being provided, 
sir. In industrial engineering, in marketing, industrial cost account- 
ing, industrial training, economic feasibility studies, engineering con- 
sulting, productivity, seminars have been held, brochures have been 
published. 

Mr. Passman. What would be your interpretation of a seminar? 

Mr. Ine. A small informal class aimed at a particular problem, sit. 

Mr. Passman. It could be a kind of convention down in the hotel; 
could it not? 

Mr. Grant. Businessmen are participating in evening seminars led 
by a four-man team. I have a brief quote here that quotes some 
Lebanese businessmen saying that, “An invaluable experience” when 
they participated last fall. The current session this spring main- 
tained an attendance record of some 90 percent. 
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Mr. Passman. Can you point out any particular results, such as 
turning out more locomotives or boxcars or automobiles, or anything ? 
Can you just pin down any particular industry to which we have given 
advice where there has been an increase in the output ? 

Mr. Granr. Sir, I am sure there has been. We will provide this 
for the record. It might be noteworthy that a very considerable de- 
gree of self-support now exists in this institute. 

(The information was supplied the committee. ) 

Mr. Passman. They had that long before we got in; did they not? 

Mr. Granr. Through fees earned ‘for servic ing clientele. 

Mr. Passman. And at this time you do not know, and cannot ac- 
tually pinpoint anything you know for a fact, that maybe you are 
turning out more of some particular manufactured product, since you 
refer to it as industry? You have nothing to give us now? 

Mr. Gran. Ido not have the detail. We can provide it. 

Mr. Passman. You mean if it is available, you can provide it. 
You do not actually know whether any such information is available; 
do vou? 

Mr. Grant. It will certainly be available from our mission in 
Lebanon, sir. 

Mr. Passman. Provided there has been an increase. What if you 
find out there has been a decrease ? 

Mr. Grant. This project has continued for a number of years, and 
IT am sure it would not exist if it had not resulted in actual accom- 
plishment. If you will look at page 171 of the Technical Cooperation 
book, it says that results are demonstrable in the engineering field, 
plant. design, industrial utilities, plant layout, mechanical, chemical, 
electrical, engineering, consulting, such industries as cottonseed—— 

Mr. Passman. We want something more concrete. I have been 
there. In all probability, you will find out, if you check into certain 
fields, the production may be even lower than when you started. This 
is just another way to spend money. I was not at all impressed with 
what I saw. I think that if you have an opportunity to visit, you 
may have to draw on your imagination to be very impressed with this 
operation ; but it is just one of 1,500. 

We refer to this as one project, but in this project you may have 
15 or 20 different fields of activity ? 

Mr. Inzr. We will have certainly different fields. 


NUMBER OF PROJECTS AND SUBPROJECTS 


Mr. Passman. Would it be projects within a program, or programs 
Within a project ? 

Mr. Murruy. Projects in a program. Then there can be sub- 
projects. 

Mr. Passman. We discovered earlier you had about 1,500 projects. 
[ wonder if there is any way we could ever pin it down to the number 
of programs and projects and subprojects under it. Do you think we 
could ever get that ? 

Mr. Murruy. The number of programs would be relatively easy 
because we speak of the country when we speak of a program. The 
number of subprojects would take a great deal of research. 
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Mr. Passman. Literally thousands; would you not say ? 

Mr. Murrnuy. Yes, sir: I would imagine it would be literally thou- 
sands. 

Mr. Grant. There would be the matter of a definition of a sub- 
project. 

Mr. Passman. Many of us have been out to these countries. And 
we are worried. We actually believe you have let this thing get away 
from control. : 

We wonder if you could take your time, and give us a list in this 
program of any project or program you have not thought of or started. 
If you know of anything in any country with whic h you are not in- 
terferi ing in this program, give us a list. 


TOTAL PROGRAM FOR LEBANON 


Mr. Passman. What is the total amount of aid which has been 
given to Lebanon / 

Mr. Mureny. The cumulative total under economic, Mr. Chairman, 
through fiscal year 1960, is $51,947,000. Under the military, the fig- 
ure 1s —. The total of those two is - under the mutual secu- 
rity program. 

In addition to that, Mr. Chairman, I thought maybe we might have 
had some Public Law 480, but I see we have not, so the answer 
1S - ' 

Mr. Passman. That is the total program ? 

Mr. Murrnuy. Through the end of 1960. 

Mr. Passman. Since the inception of the mutual security program? 

Mr. Murrny. Yes, sir. 

Mr. Passman. No local currency transactions ? 

Mr. Murpny. No, sir. Well, there have been some local currency 
transactions, but they would have been byproducts of these dollars 
that I just me mntioned. There were no Public Law 480 additions, if 
you will. 

On the question of external aid, I see I have to add $5.5 million for 
DLF loan approvals, which is also under mutual security. ha 
would make . They have had some assistance under title II of 
Public Law 480, which is the disaster relief program, Mr, Chairman, 
and I see that totals $11 million. That is the program where the food 
is given away to the needy people, usually, who are in distress as a re- 
sult of some natural disaster. 

Mr. Passman. Are you admitting that we do occasionally help the 
needy? Isthat it? 

Mr. Murrny. I think in this instance it was probably associated 
with the unrest. 

Mr. Passman. Put it all together. 

Mr. Mureny. Public Law 480 and mutual security would be 

Mr. Passman. If you find any additional, add it to that, please. 


(GOVERNMENTAL Arrairs Instirure Conrracr 


Mr. Narcner. Mr. Chairman, would you yield to me at this point! 

Mr. Passman. I am glad to yield. 

Mr. Narcuer. As you know, Mr. Chairman, Mr. Grant requested 
that certain information be given to the committee at this time and 
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certain corrections should be made in the testimony which took place 
some several days ago. Mr. Grant has been kind enough, Mr. Chair- 
man, to hand me a statement containing certain information perts ain- 
ing to the Governmental Affairs [Institute contract. 


INCREASE IN SALARIES 


Before I ask Mr. Grant a question or two pertaining to this matter, 
[ would like to point out to you, Mr, Chairman, and to the other 
members of the committee, that pursuant to our request concerning 
the salaries of those connected with the Governmental Affairs Insti- 
tute several days ago for the record, we now have that information. 
[ know you, Mr. Chairman, will be terested to know that since the 
date of the contract on February 12, 1957, all of these people have re- 
ceived certain increases in salary. 

Mr. Passman. That was subsequent to the report given as an accu- 
rate report. 

Mr. Narcner. That was subsequent to the date of the execution of 
the contract. For instance, here it appears that one lady, who I be- 
lieve is the secretary to the president, was drawing a salary of $3,700 
prior to the execution of the contract, and on March 6, 1957, her 
sulary was increased to $4,515. Then on September 16, 1957, she 
received an increase making her salary $4,765. Again on September 
16, 1958, she received an increase making her salary $5,265. Again, 
Mr. Chairman, on March 16, 1959, she received an increase making her 
salary ae On September 16, 1959, she received an increase making 
her salary $5,715. Again on March 16, 1960, she received an increase 
making ca total salary, her new base salary, $5,965. 

That is one example of the increases which were given over the 
period of time since the execution of the Governmental Affairs Insti- 
tute contract with the ICA. 

Mr. Passman. Will the gentleman yield / 

Mr. Narcuer. I yield, Mr. Chairman. 

Mr. Passman. It looks as if some of those getting $15,000, in a 
matter of about a week’s time, went to $16,000. 

Mr. Narcner. That is correct. 

Mr. Passman. And another in only about 2 days’ time jumped 
from $13,000 to $14,000. Another one jumped from $16,000 to 
$17,000. Another one from $14,500 to $15,000. 

Mr. Narcner. You will see here, Mr. Chairman, another salary, 
$11,750, was upped to $12,750, and then again to $13,250. 

Mr. Passman. Is it true that some of those ake were drawing 
only $80 or $90 a week prior to these salaries / 

Mr. Narcuer. According to the information submitted to the com- 
mittee, that is correct. 

Mr. Passman. Their former employers must not have recognized 
their efficiency and great ability. 

Mr. Narcirer. Apparently not. The figures I have just called to 
your attention and to the attention of other members of the committee 
will of course go in the record at the point indicated. 

(Norr.—The material referred to appears on p. 1169 of pt. 1 of 
the hearings. ) 
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CONTRACT EXTENSION 





Mr. Narcuer. Mr. Grant, as I understand, you wanted to point out 
to the committee at this time that your testimony and the testimony 
received from others members of ICA was to the effect that the con- 
tract with the Governmental Affairs Institute will terminate on Au- 
gust 1, 1960, but now it appears that the contract will not terminate 
until August 1, 1961. 

Mr. Grant. It is proposed to extend the contract 1 year to August 
31, 1961, ves, sir. 

Mr. Narcuer. August 31 instead of August 1, to August 31, 1961. 

I believe, Mr. Grant, you have submitted figures to me showing that 
as of August 31, 1960, there would have been an estimated balance of 
$77,000 remaining under the contract amount of $1,113,000. 

Mr. Grant. Yes, sir. 

Mr. Natcuer. If the contract is extended through August 31, 1961, 
there would be a deficiency of some $60,00 which, if combined with the 
$77,000 remaining on hand, would make a total of $135,000 to carry 
the contract through August 31,1961. Is that correct? 

Mr. Grant. Yes, sir. 

Mr. Natcuer. Mr. Grant, do you mean to tell the committee that 
with the salaries these people receive and with the setup of the Gov- 
ernmental Affairs Institute, any consideration would be given to ex- 
tending this contract and spending $135,000, and that the same type of 
service would be received ? 

Mr. Grant. I am sorry, sir. I missed the point of that question. 

Mr. Natcuer. Mr. Grant, I am saying this to you: With $1,113,000 
which when a according to the number of technicians, makes 
a total of $30 900 each, and with some $400,000 granted for overhead 
for this Governmental Affairs Institute, you do not now mean to say 
to the committee that for $135,000 they would do the same type of work 
that they have been doing heretofore and under the same terms and 
conditions under the contract, do you? 

Mr. Grant. Yes, sir. Let me qualify it this way: The extension 
for 1 year calls for 5 man- years during that leaded year. So there 
are 5 people out there during this extended year as contrasted with 12 
people who I believe were out there as of the list given you dated 
March 31 of this year 

Mr. Natcuer. It is a reduced number of man-years, not even half 
of the amount of time involved and the number of employees for the 
preceding year. Am I correct in that? 

Mr. Grant. This is for 5 man-years as contrasted with probably 
something over 10 man-years being provided in the preceding year; 
yes, ~ N 

Mr. Narcuer. I think, Mr. Chairman, that places in the record 
the information that Mr. Grant has in mind. I have no more ques- 
tions other than to ask Mr. Grant if such a contract is to be extended. 


INCREASED CONTRIBUTION BY IRAN 


Mr. Grant. Sir, this has been requested by the Government of 
Tran and by our USOM. The Government of Iran is willing or has 
offered to pay in addition to the regular costs they have been carrying 
in the past, which they would have to provide for this period if this 
were extended. For example, they have been paying the quarters al- 
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lowances of these people. [They would pick up an extra] $60,000 
worth of costs which, under the contract as it now exists, would be paid 
by the Government of the United States. Primarily, they would 
agree to pay the return travel and the shipment of household effects 
of the people currently in Iran. 

Mr. Narcner. Which is not a part of the $60,000 that you informed 
the committee would be necessary to make a total of $135,000. 

Mr. Granv. Sir, they would pick up $60,000 of the cost under the 
current contract, which could be payable in rials, thereby releasing 
$60,000 that the U.S. Government is now committed to pay. This, 
in addition to the $77,000 balance, will provide the $135,000 required 
to fund this contract through for another year, covering during that 
additional year 5 man-years ‘of services. 


RETURN TRAVEL COSTS UNDER EXTENSION 


Mr. Narcuer. Who is going to bring them home, Mr. Grant? 

Mr. Grant. The Government of Iran, using rials. 

Mr, Narcuer. Then that is not a part of the $60,000. That is not a 
difficult question, Mr. Grant. 

Mr. Murreny. I think I can help. 

Mr. Narcuer. Go ahead. 

Mr. Murpny. What Mr. Grant is trying to tell you, Mr. Natcher, 
is that under the present contract, the U.S. Government is obligated 
to bring these people back. This would cost $60,000. The Iranian 
Government is saying, “If you will extend this for another year, we 
will assume that cost. This would free $60,000 presently obligated 
and earmarked for that purpose, which together with the $77 7,000 left 
over would be enough to carry the contract through the additions] 
13 months conteraplated. 

Mr. Narcuer. Mr. Murphy, you, then, say to the committee if this 
contract is extended from August 1, 1960, through August 31, 1961, 
it will entail $135,000. Of this amount, $60, 000 is to be funds fur- 
nished by the Gov ernment of Iran, and that will take care of five 
technicians and it will bring them home and pay all of the expenses 
incident to the closing out of the contract. Is that what you mean? 

Mr. Murreuy. No, I did not mean to go that far. 

Mr. Natcuer. That is the point I am wonderi ing about. How many 
more hundred thousand dollars would then be involved other than 
the $135,000? 

Mr. Murruy. What I meant to say, Mr. Natcher, is, I understand 
there are more than five technicians out there now. The estimated cost 
of bringing home all of the technicians, who are on board, is $60,000. 
We have that $60,000 obligated now and are required to pay it under 
the contract. The Iranians are saying, “Keep them here another 
year”—it is nearly 13 months, August 1 to August 31—“and we will 
take care of the expense of getting y all these people home.” This will 
leave the $60,000 that you cur rently have earmarked for that purpose 
free for other uses, plus the $77,000 that you are going to have left over 
With that $137,000, the 1 Inited States would not be called upon to 
provide any additional funds to extend the contract to the end of 
August 1961 and to keep 5 people there for the 13 additional months. 

Mr. Passman. Will the gentleman yield ? 

Mr. Narcuer. I yield. 
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USE OF LOCAL CURRENCIES 





Mr. Passman. Is any local currency involved in this transaction? 

Mr. Murrny. There must be. Mr. Grant indicated the Tranian 
Government is paying the quarters allowance of these people. 

Mr. Passman. Will they use local currency to pay for the trans- 
portation of ~ people back home / 

Mr. Grant. Under the revised proposal, they would use their own 
local currency to pay their transportation back home. 


DEOBLIGATIONS 


Mr. Passman. Have you reobilgated the unexpended funds yet? 

Mr. Murrny. They have never been deobligated, Mr. Chairman; 
the $1,100,000—plus. 

Mr. Passman. Do you contemplate having $77,000 to deobligate? 

Mr. Murevny. If the contract were allowed to expire on August 31 
of this vear as planned, I understand that the current estimate indi- 
cates that there would be $77,000 which could be deobligated at that 
time as being unnecessary to fulfill the expenses of the contract. 


INITIATOR OF CONTRACT RENEWAL 


Mr. Passman. Did you approach the Governmental Affairs Insti- 
tute, or did they approach you to renew this contract / 

Mr. Grant. Sir, my understanding is that the Iran organizations 
are the initiating party here. IT understand they have been_very 
pleased with the services provided by the Governmental Affairs Insti- 
tute, and are highly desirous of receiving another 5 man-years of serv- 
ice beyond the August 1 term. 

Mr. Passman. Are you answering my question or making a speech! 

Mr. Grant. You asked who was the initiator. 

Mr. Passman. That is exactly what I wanted to know. You said 
they are satisfied. You are going into a 

Mr. Grant. The Government of Iran. 

Mr. Passman. That is what I wanted to know. It could be just 
that simple. Did you people find out that you would complete this 
first contract with $77,000 unexpended, unattached, and they cooked 
up an idea, rather than to lose it, they would recommend an exten- 


sion and tie in this other. Just like taking castor oil and orange 
juice, so it would be a little easier to take, Tran will pay their way 
back “if you will give us $77,000.” That would have been bad e ough, 


but in reality you must add $60,000 cash on top of that ? 
Mr. Murreuy. No, I would not say that you added 
Mr. Passman. Answer me straight, if you will. 
Mr. Murpny. I shall try. 


OBLIGATIONS 


Mr. Passman. So far as the American dollars are concerned, will 


$77,000 complete it, or are you going to request an additional $60,000, 
making a total of $137,000 to complete it ? 


Mr. Murriy. No, we are not going to request it, Mr. Chairman. 
It is now obligated. 


Mr. Passman. $77,000? 
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Mr. Murpeuy. The whole amount is obligated. 

Mr. Passman. How much / 

Mr. Mcreny. The whole $137,000 that we are speaking of is now 
obligated. 

Mr. Passman. You have but $77,000; have you not? 

Mr. Gran. $1,113,000. 

Mr. Murpeuy. Included in the $1,113,000 are $77,000 which current 
plans visualize would not be needed. 

And $60,000 which we are now obligated to use to return the people 
to the United States. The Iranian Government is saying— 

If you will continue this for another year, we will assume your obligation to 
return these people to the United States, thereby saving you the necessity of 
spending $60,000 which you have earmarked for that purpose. In consideration 
of this. would you then use the full $137,000 that results to continue the con- 
tract for 5 of the people for another year. 

Mr. Passman. Are any other expenses involved ? 

Mr. Murriy. I understand it would not require any additional 
obligation of United States funds. 

Mr. Grant. That is my understanding. 

Mr. Passman. Do you ‘gentle men feel any great harm would be done 
if you did not extend this contract ? 

Mr. Murprry. This is something I cannot judge. Mr. Chairman, 
Mr. Grant will have to answer that question. 


OVERPROGRA MING 


Mr. Passman. We are trying to save a little money, gentlemen. I 
think before we have cone luded these hearings it will be established 
beyond any doubt whatsoever that you have contracts which your 
own people suggested should not be renewed, yet Washington’s per- 
sistence insisted they be renewed, even without justification, to the 
reat disappointment of some of your own people. 

Since the committee has given you more money than you actually 
could use under technical aid, and since Mr. Dillon himself stated you 
had asked for more than you could program, why do you start look 
ing for ways to renew contracts which should not be renewed? Do 
you not think somewhere long the way you should find ways to 
spend less money in this field? It is growing every year. You just 
forget about all of the other technical aid programs which are branch- 
ing out, such as in Africa and the others. This is continuing to grow 
upward every year, and it is because we are entering into contracts 
that normally would have expired, and which would have been com 
pleted. Could we, somewhere along the line, agree that maybe some 
of these things should not be continued / 

As far as Iam personally concerned, this is almost as bad as soni 
of the others we have discussed and will discuss. 


AVAILABILITY OF INFORMATION ON UNEXPECTED FUNDS TO IRAN 


Just how did Iran get wise that there was $77,000 in this program 
and, in their great generosity to spend some of the local currency to 
pay back some of the transport: ition, put ina bid for it? Iran made 
the request. 

Mr. Grant. Sir, there is contract in existence which is periodically 
reviewed by the contractor to determine the w: ly expenditures are 
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fa that the full amounts for all accounts were not required—pos- 
ably, for example, such as the shipment of cars. Part of the “sav- 
ings”—quotes should be put around that—resulted from the fact 
that some of the people arrived in Iran somewhat later than had 
originally been scheduled. So if the contract were to conclude on 
August 1, 1960, there would have been somewhat fewer man-months 
of service actually provided than had been anticipated at the outset. 

Mr. Passman. [ran made the request for you to utilize this $77,000 
on this program; did it not? 

Mr. Grant. Sir, they requested, as I understand it, that an addi- 
tional 5 man-years of service be provided beyond the current termi- 
nation date. I presume at this time an examination was made in the 
field, of the funds in question. Exactly the type of negotiations 
which were undertaken to determine how much the Iranians would 
provide in addition, I do not know. 

Mr. Passman. Would you agree that the Iranians had no way of 
knowing this far in advance of the expiration of that contract and 
service connected with it that we would have $77,000 unexpended ? 

Mr. Gran, Sir, they did know they wanted additional services. 

Mr. Passman. What if you had said, “I am sorry, we have fulfilled 
our contract. according to our interpretation’ *¢ How did they find 
out what you have on hand unexpended this far in advance of the 
expiration of the contract ? 

Mr. Grant. I would presume, from the facts of this case, sir, they 
inquired as to how much additional would have been provided by them 
to continue the contract for this period without additional expendi- 
ture by the United States. 

Mr. Passman. Then at that point we told them we had this much 
money on hand, and that was fertilized to make this grow into an 
extension ? 

Mr. Grant. We might well have told them at that time, upon their 
request, our estimate of the unexpended balance. 

Mr. Passman. You do not even know that they requested to know 
what you had on hand; do you? Are you not just assuming that 
they may have requested ? 

Mr. Grant. No, sir. I only know they requested the additional 
services which would be provided. 

Mr. Passman. You have been as fair as you can be about it. I imag 
ine you may agree this is one place we could save a little money. 


ig. In this particular case, part of the savings resulted from the 
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NEPAL 


Summary of program by major cost component and field of activity 


[Dollars in thousands] 





| Major ¢ ST C 


yr cost"component’and field of | | 

Actual Estimated Proposed 
fiseal year fiscal year | fiscal year 
1959 1960 1961 


rechnicians 


Participants 245 457 | $71 
Contractual services 
Supplies and equipment_-- 
Other costs 


oF 
oD 


358 


Potal project assistance ‘ , 395 Li, 1, 700 





f people: 
ians (on duty close of year): 
7.8. employed-..- 
Contract 


Total technicians 


Participants (programed during year): 
Nonecontract 


Contract 


Field of activity 
Agriculture, forestry, and fisheries 
Industry and mining 
lransportation 
Labor 
Health and sanitation 
Education _- 
Public administration 
Community development, social welfare, and housing 
General and miscellaneous 





Total by field of activity-- 


Mr. Passman. If we may now discuss Nepal, in 1959 you had $1,- 
395,000; in 1960, $1,500,000. Could you tell the committee whether 
you expect a reduction in Nepal this year? 

Mr. Ine. We expect an increase. 

Mr. Passman. Of what amount? 

Mr. Inr. Of $200,000. 

Mr, Passman. Which would bring the request to $1,700,000. 

Mr. Ipr. That is correct, sir. 

Mr. Passman. On page 176, you state the express determination of 
the Government to establish an economic policy based on a balanced 
budget and a stable currency is also a sign of progress. 
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To assist the Government in its endeavors, what is the total amount 
of the U.S. aid program for this country in 1961 ¢ 

Mr. Ipr. In 1961, sir, it is million in special assistance and 
$1.7 million in sede cooperation, or million total. 

Mr. Passman. How about any applications to the Development 
Loan Fund. 

Mr. Ine. There are applications. 

Mr. Passman. Do you know whether or not those applications are 
carried as letters of commitment ? 

Mr. Ine. I do not believe that any loans have vet been made to 
Nepal by the Development Loan Fund. 

Mr. Passman. I am asking whether or not, as you are negotiating 
with them, the Development Loan Fund account is carrying that as an 
obligation or a letter of committal. You know, you have a lot of 
peculiar things in this program which you do not have in other 
appropriations. 

Mr. Mureny. Mr. Chairman, the letter of commitment in the de- 
velopment loan fund, or letter of advice, as we speak of it, comes after 
the loan approval. 

Mr. Ide is saying he does not know of any loans having been 
approved. 

Mr. Passman. Do you know of any? 

Mr. Mcurrny. No, sir, I do not; and the books show none through 
the end of January. That is my latest information. 

Mr. Passman. Would you say that any of our dollar aid shoul 1 be 
budget support and the Nepal Government would carry it as receipts 
to the budget ,so as to create a surplus or reduce the deficit 4 

Mr. Murrny. The program is entirely a project program, Mr. 
Chairman. There are no commodity imports contempl: ited, and there 
are no local currency generations planned for supporting either the 
military or civilian budget. 

Mr. Passman. If I read correctly on page 175, they are getting 
an increase over what they received in fiscal 1959 and 1960: and in 
fiscal 1959 you indicate budget receipts from U.S. aid and Public 
Law 480 of $2,700,000. Would that be carried similarly in fiscal 
19617 . 

Mr. Ipr. The capital goods, sir, that are coming in under the “Spe- 
cial assistance” account are for projects. I presume they may be 
treated as a receipt to the Nepalese budget. There are no funds for 
budget support in the same way that we have had in some other 
countries. 

Mr. Passman. Shall we discount what you have listed on your 
sheet here in the justifications for prior years ? 

Mr. Inr. No, sir. 

Mr. Passman. You have budget receipts from non-U.S. foreign 
aid. Then you have budget receipts from U.S. aid and Public Law 
480. It is certainly listed there at $2,700,000. Am T correct ? 

Mr. Ipr. That is correct, sir. 

Mr. Passman. All right, let us project that into subsequent years. 
In that the aid amount is increased, would the same condition apply ? 
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PUBLIC LAW 480 SALES PROGRAM 


Mr. Grant. Sir, I understand that consideration is being given to 
a Public Law 480 title 1 program for fiscal years 1960 and 1961. It is 
proposed to sell surplus agricultural products, particularly tobacco 
and cotton, which in turn will generate local currency. 

Mr. Passman. Which could go into their budget and would be | udg- 
etary support. 

Mr. Grant. The sales proceeds would be available for development 
grants and loans to the Government of Nepal. 

Mr. Passman. Which would be budgetary support; would it not 4 

Mr. Grant. It would be one form of budgetary support, just: as 
capital goods brought in for governmental projects would also be a 
form of budgetary support. 

Mr. Passman. Could I return to the witness directly in front of me, 
siré You stated it was in 1959 budgetary support, because it shows 
budget receipts from U.S. aid and Public Law 480. 

Mr. Ipr. Yes, sir. 

Mr. PassmMan. You have an increase in some of the categories. As 
you list Public Law 480 for 1959, if the same things holds true in the 
future in like or greater amounts, could we apply the formula that 
you have set forth here in the justifications as meaning for 1961 they 
would have the same type of budgetary support you list for 1959 2 

Mr. Ine. Yes, sir, if there should materialize a Public Law 480 
program. 

Mr. Passman. We may not even — the appropriation. Tam just 
assuming that it will be. I say if it carries an increase over prior 
years, would you have the same type of budgetary support in 1961 as 
you had in prior years ? 

Mr. Ipr. That is correct, si 

Mr. Passman. Thank you very much. 


LOANS TO SMALL BUSINESS 


Mr. Passman. Let us go to country 9. You have some material 
Which is classified. I do not want to get involved in any of your 
confidential material. I might forget to take it out of the record. 
If for some country we ran into the language, “Major planned use 
is to defray local currency costs of the Industrial Deve lopment Corp. 
recently established with U.S. assistance. The corporation plans to 
apply to DLF for funds for relending purposes”—would you like to 
discuss that briefly? Of course, we have discussed these industria] 
development corporations and banks in so many countries. I believe 
you know the country we are talking about. 

Mr. Ipr. Yes, sir. The Industrial Development Corp. has been 
recently chartered. It is an organization which will make loans to 
small enterprises in the country. 

Mr. Passman. Have they applied to the DLF for a loan? 

Mr. Ipr. It has only very recently been chartered, and I believe 
there is a very likely possibility of an application to the Development 
Loan Fund. 


53909—60—pt. 2———-24 
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Mr. PassmMan. Do you know whether or not there is an application 
pending as of today ¢ 

Mr. Ine. I believe there is, sir. 

Mr. Passman. How far has it progressed 

Mr. Ipr. I have not discussed it with the Development Loan Fund, 
sir. There is an application. It has been made. It is under con- 
sideration. I do not know what the DLF will do about it. 

Mr. Passman. Mr. Murphy, can you assist the witness ¢ 

Mr. Mureny. No, sir. This is my first knowledge of the applica- 
tion, Mr. Chairman. I was not aware of it. 

Mr. Ine. The application, as I understand it, is for $400,000. 

Mr. Passman. To make loans, if approved, to small businesses in 
the country we are discussing. 

Mr. Ing. Yes, sir. 

Mr. Passman. I might say in passing, out of 14 applications in my 
district to the Small Business Administration office at Dallas they 
turned 11 down, and probably rightfully so, because their statements 
apparently did not justify the loan. I wish I had some assurance 
that they were going to be just as careful in this in giving the Ameri- 
can taxpayers’ dollars away—because we are going to get local cur- 
rency in repayment—as they are with the people here in America, 
with the applications from my constituents. I donot even recommend 
their approval unless they have a statement which would justify it. 





















VILLAGE DeveELOpMENT Progect IN NEPAL 


What is your estimate of when the Village Development project in 
Nepal will be completely phased out ? 

Mr. Inp. The Village Development is scheduled for phaseout in 
1975 

Mr. Passman. Are you actually committing this Government—— 

Mr. Ipr. No, sir. 

Mr. Passman. Are you actually, at least in part, committing us by 
starting a project which will lead us into 1975? If you are not. com- 
mitting us, why do you want to put 1975 there? Let us see if you 
have a projected figure for the total cost, and let me decide for myself 
whether you are committing us. You have projected the cost, have 
you not? 

Mr. Ipr. The total cost for subsequent years, that is, after 1961, 
would be $1,500,000 technical cooperation and $400,000 in special 
assistance. 

Mr. Passman. What have you spent to date on that project ? 

Mr. Ipr. We have spent to date $1,040,000 in technical cooperation 
through fiscal 1961 and $287,000 in special assistance through fiscal 
1961. 

Mr. Passman. Put it all together. 
Mr. Mourpny. $3,227,000. 


























COMMITMENT TO COMPLETE PROJECTS 


Mr. Passman. Would it be any particular offense to these nations 
if we had a proviso in there that if the time comes when we cannot 
borrow the money to keep giving away, we can reverse this and they 
would help us a little? 

Mr. Mourreny. Mr. Chairman, I think it awfully important that 
there be no misunderstanding. There is no commitment of a legal 
nature made to these countries beyond the funds which are available 





in 
to 


1669 


for the purpose at the time we sign agreements, Because someone 
estimates that it might take until 1975 to complete a project in 20,000 
villages—— 

Mr. Grant. 28,000 villages. 

Mr. Mureny (continuing). That doesn’t—— 

Mr. Passman. In Nepal. Some of these villages have just one or 
two people living in them ? 

Mr. Murer. I doubt that would qualify as a village. 

Mr. Passman. What is the population of that country? 

Mr. Murpny. It is 9.1 million, 

Mr. Passman. 9 million people in 28,000 villages. How many 
towns and how many cities? 

Mr. Mureuy. That I would not know. 

Mr. PassmMan. How many communities? Isa community a village? 

Mr, Mureuy. I would think so. 

Mr. Passman. Do not tell this committee, if you expect us to believe 
it, that you are not committing us. We are just as entangled with 
this program now, in 1961, as we can be. You have entered into these 
agreements. You have planned it. You have employed the tech- 
nicians. ‘They are over there. 

You know, and I know, that when you start one of these projects, 
you are committing us—maybe not legally. You used that word 

“legally.” These people are expecting ‘these projects to be brought 
to completion. You know that, and you know that I know that. 
What we are going to do is try to have an understanding, I hope these 
people read these he: arings. If I stay here—it would ‘be involuntary 
retirement if I go out—I am going to see if I cannot assist you in some 
small way to bring the program under control. I am going to do my 
very best. You know, and I know, this is a commitment to conclusion. 
Not legally, but a very heavy moral commitment. It isa precedent for 
bringing these projects to a conclusion, even if they run years and 

ars. Is that not a fact? 

“Mr. Mvrruy. Well, there would certainly be disappointment, Mr. 
Chairman ? 

Mr. Passman. I am not talking about disappointment. I am talk- 
ing about you have a precedent for bringing projects of this nature 
to their conclusion if they are started. 

Mr. Murreuy. If we have resources. 

Mr. PassMAan. Have you had resources ? 

Mr. Murpuy. In some instances. 

Mr. Passman. I think you are committing our country in a lot of 
this. It is expected that it be brought to conclusion, 


VALUE OF PROGRAM TO UNITED STATES 


Mr. Grant. I think it should be brought out that on a project = 
this sort, which has many facets, that even if this program, the U. 
assistance, were to terminate after next year, there would be dietinet 
and significant gain received by the U.S. taxpayer from this project. 

Mr. Passman. You mean if we discontinued it ? 

Mr. Grant. Sir, if the eee 


Mr. Passman. If we « 


iscontinued, there would be a gain, or if we 
did not ? 
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Mr. Grant. There has been distinct and identifiable gain from the 
work that has already been done. 

Mr. Passman. To the taxpayer of the United States / 

Mr. Grant. Tothe taxpayer of the United States / 

Mr. Passman. You could not prove that if you lived to be 700 years 
old and had all the help of this committee. I wonder how you can 
bring that about when the public debt is going up, and the debt of the 
other nations is going down; the amount of gold held by the other 
governments is going up and we are looking at red figures every year. 
We have heard a lot about balanced budgets and we would have one 
if this program had not gotten out of control. 

Would you explain how the taxpayers of the United States benefit 
by this program ¢ 

Mr. Grant. Take this program we are discussing: This is a coun- 
try on the periphery of Communist China. It is along the border 
where the Chinese Communists have been extremely active in pro- 
moting trouble: not far away from here the Chinese have physically 
occupied substantial parts of India. They have laid claims to part 

of Nepal. There have been press reports ‘that subversive agents are 
active in this country. Now one of the most important things in a 
country such as Nepal, which is most recently out of feudalism, it 
having become a nonisolated state only in 1951, one of the most im- 
portant tasks is to create a spirit of forward movement and satis- 
factory attitude toward their country by the people in the villages of 
a country like Nepal. This project 1s one of the most useful ones for 
getting down into the villages, getting these people to help them- 
selves. We have partic ipated with them. I personally have visited 
many of these projects. It is extremely impressive what the villagers, 
with the stimulus that we have been able to provide through training 
people in Nepal, have been able to do for themselves. 

There have been literally many hundreds of schools constructed, 
motorable roads, tracks, some thousand miles have been constructed. 
There have been some 300 miles of minor irrigation. There have 
been some 2,500 wells built and many equivalents of our 4-H clubs 
have been organized. 

Mr. Passman. How much money have we saved ? 

Mr. Granv. This particular project has created an extremely fav- 
orable attitude, for example, among the villagers toward the United 
States. On one occasion I got marooned in one of these areas for an 
extra couple of days and I traveled around in many of these villages. 
The village extension agents had been trained by Americans in the 
capital city and outside the capital city of Katmandu and it was really 
impressive. Once they knew I was an American associated with 
this particular program that had helped them, I was passed from 
hand to hand from one village to another with them showing me the 
schools they had built, the new seeds they were using to grow better 
crops. There was a very, very high degree of satisfaction toward the 
United States. 

Mr. Passman. I am glad they feel that way. Let’s get back 
how much money we have saved the American taxpayer. 

Mr. Grant. The kind of intangibles you get into here 

Mr. PassmMan. Place a value on it. Pin it down. Nepal would 
last. about 2 hours and 10 minutes if war broke out. You know that. 
You have 9 million people right on the boundary of China, with 600 
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million Chinese. They could kill them with a broom stick. You are 
irving to use your imagination if you say these 9 million people are 
going to turn on 600 million C hinese, and maybe whip them. If that 
is your conception of saving American taxpayers’ dollars, then maybe 
we had better get on to another item. I wish you would tell us where 
we have saved any money because I never heard of a man spending 
himself out of debt. and I never heard of a man saving money by 
spending money. Where it is all going out and nothing coming back, 
it is almost impossible for me to understand where and how and when 
you save the American taxpayer any dollars. 

Mr. Grant. The great problem in Nepal is that there is a great 
danger of external aggression. There is a variety of ways in which 
this is met. Of equal danger is a takeover of a country such as this 
by internal subversion. That played a very, very m: yor role in the 
takeover of Communist China. It played a major role in the develop- 
ments in Vietnam. Those particular internal subversions and civil 
wars that resulted cost the United States billions of dollars. 

I am saving by ean? the Communist takeover in China and the 
internal subversion in Vietnam are examples. Without the internal 

takeover in C saat ( aes you would probably not have had the 
Korean War, in which many American lives and great sums of Ameri- 
can money were spent. 

Mr. Passman. Why don’t we triple this amount of money and in 

few months become safe, then ? 

Mr. Grant. Well, sir, you cannot reach the results that we are 
seeking here solely through massive expenditures of money. What 
is needed here is a constant program of boca a long duration in the 
course of which Nepalese are trained to go out and work in these 


illages. This takes a period of years to train enough to reach the 
vhole 28,000 villages, 


LENGTIL OF PROJECT 


Mr. Passwan. You have had a project going there since 1952. You 
ure projecting this into 1975. It is the same project, which, accord- 
ing to the way I was taught, is 23 years. You have got people around 
talking about 50 vears, others 20 to 30 vears. Here we are looking 
it a project that has been in effect since 1952. If you project it to 
completion, it is 23 years. It is fantastic. 

[ can remember just a few years ago when this program started, and 
it was just guess, not special intelligence on my part, that caused me to 
look into the future. In a great many instances it required the old 
Members, well fortified with seniority, to walk down to the well of the 
— and say, “Here we are embarking upon a program to save the 
Union.” That was the theme song. It would require 4 to 5 years to 
sensalal e the program, and the costs may soar to $15 billion, and it 
may take us into 15 nations. Here we are with ever-increasing debt, 
the purchasing power of the dollar dropping steadily. We find, not 
15 nations, but 72 nations, and not $15 billion, but $100 billion, and 
not + vears, but 14 years; and here we are talking about projects that 
goto 1975. It causes me a lot of concern. If I could borrow your 
Imagination, and I mean this respectfully, just for a little while, and 
could visualize where we had saved 15 cents by spending money with 
lothing coming back, with 9 million untrained people in Ne “pal who 
are going to oppose those 600 millon Chinese. If I could believe that 
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this saved the country some money, then I would be a happier man, 
and in - probability live a lot longer. 

Mr. Grant. Sir, I think you have certainly the privilege of your 
judgment. 

Mr. Passman. And TI grant you that privilege. 

Mr. Grant. We did not undertake an adequate ap proach to the 
problems of the Far East. One result was World War IT, in which 
many of us, and myself included, spent some years fighting in Burma 
and in China because a situation was allowed to get out of hand. 

Since then the world has become much smaller and TI think the 
United States needs to take an active interest to prevent a repeti- 
tion—— 

Mr. Passman. All over the world ? 

Mr. Grant. In those areas where there is some threat to the security 
of our people. 

Mr. Ras And in those areas, that means 76 nations out of 86, 
excluding the United States, until they start bringing these new 
nations in. 

Mr. Grant. The world today is a much smaller world than it was 
20 years ago. 

Mr. Passman. T ransportation is faster. 

Mr. Grant. This is a very real fact. Today you and I could get 
out to Nepal in 2 days, which i is a shorter time than it took when you 
and I were born to get out to San Francisco, a considerably shorter 
time. 

It shows, I think, the interrelationship. Even with a world that 
was far more extended than it is today we saw ourselves engaged in 
battle some 15 years ago in Burma, in China, throughout the Far 
East, as well as in Europe. 

OTHER COSTS 


Mr. Passman. Do you think it takes 
a person happy ? 

Other costs seem to account for $147,000 of the increase of $200,000 
in this program. Would you give us some detail on this phase of 
the program ? 

Mr. Ipr. On this project ? 

Mr. Passman. Other costs, if that is what you call the project. It 
looks like it is spread out over a lot of projects. It looks as if the 
other costs are rather big. 

Mr. Ip. These are the local costs of travel within the country, 
translators. For example, in the agriculture project, these are local 
personnel which we are training 

Mr. Passman. Would we add these local personnel you are men- 
tioning—you open up a new field for discussion—to the 44,000 already 
given us of other personnel? Let’s see if we cannot pin this down. 
If you have other personnel in these other costs, how many personnel 
are there? 

Mr. Ipr. These are other personnel that are included in the 44,000 
which the Inspector General gave you earlier. 

Mr. Passman. How many are there? 
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Mr. Ipr. On this project there are six technician aids. 

Mr. Passman. Could you have had a column and indicated that, 
rather than to have stuck it out in other costs? No one in the Con- 
gress could have known for what purpose you were going to spend 
this money. 

Mr. Ipr. Sir, the books are already complicated. We can add any- 
thing which you would wish. We ean add this. 

Mr. Passman. I am not going to vote to give you this money on 
faith, Can you go a little further into the $155,000, into the 
£1.700,000 ? 

Mr. Ine. Which project ; 

Mr. Passman. You pick it yourself. You have it scattered all 
through other costs, on the same page, 179. 


INDUSTRIAL DEVELOPMENT PROJECT 


Mr. Ipr. Take the industrial development project. 

Mr. Passman. That is all right. Let’s start at the top. You have 
agricultural, forestry, fisheries, other costs, $28,000. For what is 
the $28,000 spent ¢ 

Mr. Inr. This is the one. 

Mr. Passman. For what purpose does it go? 

First, local personnel: How many, and what do you pay them out 
of that? 

Mr. Ine. Six technician aids. 

Mr. Passman. Where are they from? 

Mr. Ine. These are Nepalese. 

Mr. Passman. What do they get ? 

Mr. Ipr. They get $4,000. 

Mr. Passman. Each ? 

Mr. Ine. No, sir, for all six. 

Mr. Passman. That is for a year? 

Mr. Ive. Yes, sir. 

Mr, Passman. How much is that per person ? 

Mr. Murruy. $666. 

Mr. PassMAN. Let’s get the per capita income of the people in that 
country. 

Mr. Murpuy. We do not have the per capita income. 

Mr. Passman. If you do not have it, I will give it to you for 1959. 

Mr. Murpny. We have the per capita GN P. 

Mr. Passman. That is $52? 

Mr. Murpeuy. That is the estimated per capita GNP. 

Mr. Passman. You are paying these people $660. What if the 
other people find out what these six are getting? Do you think you 
would have any dissatisfaction? There isa lot of difference between 
$660 and $52. 

Mr. Grant. Sir, I think you need to remember on the $52, this is 
per capita division so if you take a family of six people, this would be a 
per family income of over $310 per year. 
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TECHNICAL AIDS 


That includes the great bulk of the people in Nepat, who are in the 
very primitive villages. These people that are hired as technical aids 
here as part of this project are men who have had some education and 
generally speaking 

Mr. Passman. T hey are technicians’ assistants / 

Mr. Granr. Yes, sir. Generally spe: aking the salaries these people 
will be paid will be consonant with what Ne »palese doing similar rg 
in Katmandu would be getting. In other words, if you had ; 
mechanic, let’s say, hired by the 

Mr. Passman. You said a technician. We established earlier, with 
your help, that a technician does not necessarily have to know very 
much to draw a lot of money by your standards. 

Mr. Grant. Tam not sure that is borne out by the record, 


GOVERNMENTAL AFFAIRS INSTITUTE SALARIES 


Mr. Passman. Let us go back to your Governmental Affairs Insti- 
tute. You had some people there getting—TI think, in one instance, 
S80 week and he wound up on very short notice up to about $16,000 
a year; did he not 4 

Mr. Grant. No, sit 

Mr. Passman. You look over the record. Let’s see. 

Mr. Grant. You were taking, I believe, the weekly salary of the 
secretary. 

Mr. PassmMan. No: [ am not talking about the secretary. You had 
& man who was an accountant, [ understand. I think it was $90 a 
week. It was S100 a week. That is $5,200 a year. He jumps up 
to—what did he jump up to? 

Mr. Grant. [Tam sure 

Mr. Passman,. $15,000, 

Mr. Grant (continuing). That the individual who was getting 
$15,000 was receiving very close to that prior to 

Mr. Passman. Not according to what you gaveus. He was getting 
S100 a week. That is $5,200 a year. I am thinking about an ac- 
countant. ‘To what salary did he go? 

Mr. Grant. I donot have the figures. 


LOCAL EMPLOYEES 


Mr. Passman. This could go on and on and on. These people are 
getting 3660 a year. What other benefits do the assistant technicians 
get, or technicians’ helpers, out of this other cost ¢ 

Mr. Ine. Technician aids, there are— 

Mr. Passman, Let’s get the titles, technician aids, six of them, and 
they get $4,000. Now, what is next 4 . 

Mr. Ivr. Two field assistants at $1,000 for both, one administrative 
assistant 
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Mr. Passman. He would not come in under the administrative as- 
sistant ; he reer to be under technicians, is he not ‘ 

Mr. Ipr. No, sir: he is a local employee. These are all local 
employees. 

Mr. Passman. What does he get / 

Mr. Ipr. He gets $1,000. 

Mr. Passman. I could take that and live 2 years on it myself. 

Mr. Ine. I do not say he gets that. 

Mr. Passman. If he does not get it, what does he do with the rest 
of it? You give him this figure / 

Mr. Ipr. All right, sir. 

Two clerk typists. 

Mr. Passman. Each ? 

Mr. Ine. $500 each. There is $1.000 for both. Two drivers at 
S1 000, 

Mr. Passman. Whom do they drive / 

Mr. Inr. They are the drivers for our technicians going on field 
tr Ips or in connection with this project. 

Mr. Passman. That is interesting. I am a member of Congress; 
I have never had a chauffeur . _ life. I do my own driving. 
Sometimes I try it on the streete: Go ahead. The »y have drivers. 

Mr. Ine. Travel and per diem, ra the American technicians, adds 
up to SZUOO00, 

Mr. Passman. How many ‘ 

Mr. Ipr. This is 28. 

Mr. Passman. All right,sir. That is $24,400. 

All right. What else / 

Mr. Ipe. That is all on that project, sn 


COMPLETION DATE OF VILLAGE DEVELOPMENT PROJECT 


Mr. Passman. What is your estimate of when this village develop 
lent project will be completely phased out ¢ 

Mr. Ine. It is hoped they will reach 28,000 villages by 1975. 

Mr. Passman. You have no plans to extend it beyond that time if 
you do not finish it on schedule / 


Mr. Inr. No, sin 
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PAKISTAN 


Summar j of progran by major cost compone nt and field of actin ity 








[Dollars in thousands] 
| 
| Major cost component by fiscal year 
Major cost component and field of activity : | | : 
Actual | Estimated, Proposed, 
fiscal vear fiseal year | fiscal vear 
1959 1960 1961 
: aa | os 
Proje ct assistance: 
I ele 2, 846 | 2, 574 | 2, 657 
Participants ‘ i ss Seaitataial asia aten nheiste . | 640 | 496 486 
Contractual services = PANE , ea 2, 054 3, 480 | 3, 357 
Supplies and equipment--_-............----- ; 243 | 500 500 
Total project assistance. _...._-_- ; tert eee eee 5, 783 | 7, 050 7, 000 
Numt f yp] 
Technicians (on duty close of year 
U.S. employed i 142 140 142 
Rati Seccinieasducceniere eR calico obac ous oie aas 200 | 183 157 
Total technicians. _......_.-- acts bh bic 342 323 | 209 
Participants (programed during year): 
Noncontract__._. ee ee ae 157 83 108 
Contract... aL a ‘ 2 Su aa O4 145 
ee NNN i ie ec acwabambniael 234 177 | 253 
Field of activ vity ’ 
Agriculture, forestry, and fisheries i uci rs aa iia t HSt 690 
} try 408 672 979 
1,349 106 | 339 
82 | 51 44 
977 4290 662 
jenna 278 1 ’ 1, 577 
ati 761 1,274 S04 
social welfare, and housing - -- 44] 306 | 261 
1, 075 1, 467 1, 554 
de TR3 7 0) 7, 00 








Mr. Passman. Now weshall consider technical assistance for Pakis- 
tan. In fiscal year 1959 you had $5,800,000 under technical aid only— 
under this phase of technical aid, I should say. I want to be sure 
we understand that. In fiscal year 1960, there is $7,050,000; in fiscal 
year 1961, there is $7 million, a reduction of $50,000. 
~ Mr. Ipr. $50,000. 


U.N. TECHNICAL AID PROGRAM 


Mr. Passman. Are they getting any other technical aid? Do you 
know whether or not there is a program in Pakistan under the U.N. 
technical aid program 4 

Mr. Ine. Yes: there is. 

Mr. Passman. Could you tell us what they are getting out of the 
U.N. ? 

Mr. Ipr. Yes, sir. 

Mr. Passman. How much? 

Mr. Ine. I am trying to find it now, sir. 

The figure whic ‘h is being rec ommende d currently by the Managing 
Director to the U.N. Technical Board is $2,300,000. 

Mr. Passman. Is that an increase over last year? 

Mr. Ipr. I do not have last year’s. 
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Mr. Passman. Maybe you do. Most times we find those figures if 
we just take our time. That has been the experience thus far in the 
hearings. 

Mr. Ibe. Tam going to have to provide this one, sir. 

Mr. Passman. W ould you call downtown? We should like to get 
it. Iam of the opinion, and how I do hope I am in error, that the 
increase, maybe, from the U.N. under the proposed plan, will be 
greater than ‘the offset under this; and under the U.N. we are putting 
up from 40 to 70 percent of the tot: al. 

Mr. Grant. Sir, my understanding is that we are not putting up 
70 percent under the U.N. 

Mr. PassmMan. What is it ? 

Mr. Murrny. It is 40 percent under the U.N. 

Mr. Passman. It is 40. For some of the programs, I believe, in 
South America, it is 70. 

What amount has been accumulated under the technical aid for 
Pakistan through June 30, 1960? 

Mr. Inr. Through the end of 1960, $44,620,000 had been obligated. 
Mr. Passman. Otf the record. 

(Diseussion off the record.) 

(Nore.—The information supplied may be found in the appendix, 


p. 5074.) 
VILLAGE DEVELOPMENT PROGRAM 


Mr. Passman. When was the village program initiated, and when 
is it scheduled for completion in Pakistan ? 

Mr. Ipr. It began in 1952, I believe. 

Mr. Passman. And is to be complete in 1968 ? 

Mr. Mcrrnuy. It is planned for completion in 1968, Mr. Chairman. 

Mr. Passman. At a total cost of how much? 

Mr. Murpny. On technical cooperation through fiscal year 
$2,333,000. 

Mr. Passman. Let’ S project it. 

Mr. Murpny. For fiscal year 1961, $261,000. Do you have the 
costs beyond 1961, Mr. Ide? 

Mr. Ipr. Yes, sir. After 1961 it would be $1,587,000 technical 
cooperation. 

Mr. Passman. Making a total of what amount? 

Mr. Moreny. $4,181,000. 

Mr. Passman. How about SA? 

Mr. Murreuy. There is no special assistance. However, defense 
support is $3,415,000 through June of 1959, which is all that is 
proposed. 


1960, 


LOCAL CURRENCIES 


Mr. Passman. Have you had any local currency on that project? 

Mr. Ine. Local currency committed through fiscal year 1960 has 
been $9.483.000. 

Mr. Passman. What is proposed for 1961? 

Mr. Ipr. $1.5 million. 

Mr. Passman. Making a grand total of how much? 

Mr. Murpuy. In local currency, $10,983,000. 
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Mr. Passman. We would have to include Use your figures. 

Mr. Mvurruy. I wanted to be sure we were talking about local 
currency. 

Mr. Passman. What is the total ¢ 

Mr. Mvrrry. $10,983,000 equivalent. 











SUPERIOR CIVIL SERVICE AND INSTITUTE 


ISTRATION 


OF PUBLIC 


PROJECTS 





AND BUSINESS ADMIN- 








Mr. Passman. I note that you propose to consolidate the superior 
civil service project with the Institute of Public and Business Admin 
istration project on December 1, 1960. a 

W hy do you need the S34: 5000 vou have budgeted for civil service 
projects / 












Mr. Ipr. This project of the superior civil service is exclusively a 
partic ipant project, I believe. 

Mr. Passman. You have no U.S. technicians / 

Mr. IprE. Yes, Sir. These are nT participants coming u) ide. 1 con 


tract with the University of Southern California. There are no other 







kinds of costs in the contract except to train the participants at the 
University of Southern California. 

Mr. Passmanx. How many are you going to train 

Mr. Ipr. Forty participants. 

There are two cadres or two groups of about 20 high-lev "reel 
officers who would come to the university. 

Mr. Passman. You are talking about civil service officers / 

Mr. Ipr. Yes, sir. 

Mr. Passman. You have here the Public and Business Administra 










tion Institute, and you are requesting $301,000, and then directly un- 
der that you have superior civil service of Pakistan, $343,000. 

The funds proposed for 1961 will cover U.S S. training for P 
civil service either under this project or under the proposed consoli- 
dated project, which is the Institute of Public and Business Admin- 
istration. Why are you requesting money for two separate projects 
when you are going to consolidate, or have consolidated, them ? 

Mr. Ipr. The Public and Business Administration Institute in Paki 
stan is going to have a contract with the University of Southern Cali- 
fornia to provide professors in Pakistan working in the institute. 
Since the same university is able to handle the civil servants, we have 
decided to combine the projects so that they will work through the 
institute in Pakistan. 


akistan 







Mr. Passman. Combining, or consolidating, the two ? 
Mr. Ine. In other words, we are taking the participants in this proj- 







ect and consolidating them with the University of Southern Cali- 
fornia project in Pakistan. 
Mr. Passman. It follows, nevertheless, that vou are requesting 
$301,000 under one project and $334,000 under the other ? 
Mr. Ipr. Yes. sir. 
Mr. Passman. If youare going to consolidate them, why do you want 


to ask for two separate amounts of money, which total S644. 100, again 
involving personnel and travel / 

Mr. IprE. The consolidation does hot change the components of the 
combined project. 





ho 


Mr. Passman. You have two contracts, or do you have one con- 
tract, with the University of California ¢ 

Mr. Ine. We are negotiating a contract now. It has not yet been 
finally negotiated. 

Mr. Passman. You are negotiating a contract prior to any en- 
couragement of getting this money ? 

Mr. Ipr. We began “the Public and Business Administration Insti- 
tute project in earlier years. 

Mr. Passman. This is one of those continuing projects? 

Mr. Ine. This isa continuing project. 

Mr. Passman. Both of them are continuing ? 

Mr. Rees. Yes, sir. 

Mr. Ing. Yes, sir. 

Mr. Passman. What has been the cost of the project to date? You 
have twins going here, 

Mr. Mureny. $2,640,000 through fiscal year 1960. 

Mr. Passman. Let us get down to what we have spent so far, and see 
how much you are requesting. 

Mr. lpr. Have you added them together / 

Mr. Murrny. Yes, sir; $2,640,000 through 1960. The proposal for 
L961 is S644,000, 

Mr. Passman. How much ? 

Mr. Murrrry. $2,640,000 through fiseal year 1960. 

Mr. Passman. On these two items ? 

Mr. Murreuy. On both. 

Mr. Passman. What amount are you asking for fiscal 1961 4 

Mr. Murpeuy. 3644,000. 

Mr. PassmMan. You are not mixed up on your figures, are you / 

Mr. Mureny. No,sir. 

Mr. Passman. What do you mean by that / 

Mr. Mcurrnuy. The first one would be terminated, the Institute of 
Public and Business Administration, in 1964. 

Mr. Passman. Put them together. 

Mr. Murruy. Since they are being consolidated, will that date 
govern both ? 

Mr. Iper. The estimated plans would call for $214,000 after 1961. 

Mr. Passman. For which one of the projects? 

Mr. Ipr. The consolidated project. 


TRAINING FOR SUPERIOR CIVIL SERVICE 


Mr. PassmMan. It is costing us $3,498,000, providing } you terminate 
that, but our experience does not bear that out. Can you tell us for 
what these people are being trained in this new superior civil service 
of Pakistan / 

Mr. Ipr. They are being trained in accounting, budget procedures, 
personnel management, and organization, 

Mr. Passman. Is this simil: ar to what we refer to as our civil service 
employees here in this country ? 

Mr. Ine. Yes, sir. 
_ Mr. Passman. You are training these people who are already work- 
ing for the government ? 








1680 


Mr. Ine. They come to the United States and are trained for short 
periods at the University of Southern California, ; 

Mr. Passman. Is that one of the courses, to familiarize them with 
our civil service system in the United States ¢ 

Mr. Ipr. Yes, sir. 

Mr. Passman. Did we prescribe this subject for the University of 
Southern California, or did they have that already in being under the 
regular curriculum ¢ 

Mr. Grant. The university of Southern California has an outstand- 
ing reputation. 

Mr. Passman. A wonderful reputation. 

Mr. Grant. They have a school in the field of Public and Business 
Administration. 

Mr. Passman. We are talking about civil service now, and I am 
trying to separate them, if I may. 

Mr. Grant. The field of public administration, sir, is a field in 
which civil service administration works. 

Mr. Passman. Is that one of the courses taught in the colleges, how 
civil service operates, how to bring about better management, and so 
forth ? 

Mr. Ine. It is a subject taught in the university. 

Mr. Passman. It is not one of those prescribed subjects that ICA 
sets up? 

Mr. Ipr. No, sir. 

Mr. Passman. You are familiar with the Johns Hopkins special 
contract, under which we are teaching 166 subjects, and they did not 
even have them. You had to work it out and give it to them and say, 
“Here is what we want taught.” 

That is not a repetition of that? 

Mr. Ipr. No, sir. 


PARTICIPANTS AND COST 


Mr. Passman. How many individuals are involved? 

Mr. Ive. There are 40 participants from Pakistan coming to the 
University of Southern California. 

Mr. Passman. What is it going to cost? You have to bea Pakistani 
to get it; do you not? 

Mr. Ine. This is a training contract, sir. 

Mr. Passman. As far as travel and costs are concerned ? 

Mr. Ipr. Yes, sir. Their tuition at the university for the time they 
are there. 

Mr. Passman. What is the tuition per person ? 

Mr. Ipr. I would have to find that out. 

Mr. Passman. You do not have any idea? Mr. Murphy, do you 
have any idea? 

Mr. Murpuy. No. 

Mr. Passman. You know, they may ask us that question on the 
floor. 
Are you going to give 40 of them $3,498,000 ? 
Mr. Grant. That covers far more than the participants. 
Mr. Passman. How many does it cover 4 
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TRAINING AT THE UNIVERSITY OF KARACHI 


Mr. Rers. About 200 persons in graduate and undergraduate train- 
ing in the business and public administration training of the Univer- 
sity of Karachi. They are also covered by the figure cited. 

Mr. Passman. There are some in Karachi 4 

Mr. Rexrs. Yes, sir. 

Mr. Passman. In their own schools, and we are picking up the 
tab ¢ 

Mr. Ipr. No, sir; we are sending American professors to the Uni- 
versity of Karachi to offer courses in publice—— 

Mr. PassmMan. To teach ¢ 

Mr. Ine. To give instruction in public and business administration. 
This is a country, sir, one might add, where, in the old India, most of 
the best. civil servants stayed on the Indian side. There is a very 
real need in Pakistan to train a new generation of able civil servants. 

Mr. Passman. I am familiar with Pakistan, and I think we sent 
sme Americans over there with an average of several gas ranges, 
wtomobiles, and refrigerators, per American. 


INTERCOLLEGE EXCHANGE PROJECTS 


How much have we spent to date on other intercollege exchange 
projects under technical cooperation ? 

Mr. Ing. Through 1960, $7,545,000. 

Mr. Passman. On this one project ? 

Mr. Grant. As you see, this provides contracts with Washington 
State University, Texas A. & M. College, and Colorado State 
University. 

Mr. Passman. It still does not alter the fact that it is a college in- 
terexchange contract. We have $7,545,000 through what date? 

Mr. Ing. Through June 1960. 

Mr. Passman. How about 1961? 

Mr. Ine. The total through 1961 would be $8,563,000. 

Mr. Passman. Let us project it to completion. 

Mr. Ipr. The completion in 1964 would involve an additional 
31,692,000. 

Mr. Passman. $10,255,000? 

Mr. Ipr. Yes, sir. 

Mr. Passman. That is a juicy little item itself, is it not, for three 
wiversities ? 

Mr. Grant. It covers more than three universities. 

Mr. Passman. This says this project provides contracts with Wash- 

ington University, Texas A. & M., and Colorado State University. 

Mr. Rees. There was an earlier contract. 

Mr. Passman. Why did you not put it in here? You do not expect 
this committee, when you say definitely and positively in print that 
there are three universities, to draw on its imagination for that ? 

Mr. Rees. This is in the present tense, “prov ides” contracts. There 
was an earlier contract of 3 years duration to the New Mexico College 
of Mechanical Arts. 

Mr. Passman. That makes four. Can you state for the record that 
four colleges are going to slice up this sum of $10,255,000 4 


Mr. Rers. Over a period of 11 years. 





Mr. Passman. It will not change the amount. 

Mr. Ine. Texas A. & M. College, Washington State University, 
Colorado State University, New Mexico, Pennsylvania, and whatever 
the future contractors may be. 

Mr. Passman. He said a total of four, and now you are raising the 
ante. 

Do you want to elaborate a little more? He said three; you said 
four; and now, how many 4 

Mr. Ine. My figure is right. 

Mr. Passman. Your figure is right, and they are wrong? 

Mr. Ip. Five universities. 

Mr. Passman. You said four. Do you want to change vour bet/ 

Mr. Rees. I concede. 


Mr. Passman. You concede to the gent leman ¢ 
PAKISTANI UNIVERSITIES 


Mr. Rees. It might also be noted that the Pakistani universities 
with which the American universities have been associated involve 
schools under these universities in at least eight different locations, 
scattered throughout Pakistan. They are different schools, such as 
agriculture, commercial instruction, engineering, and medicine, lo- 
cated in Lahore, Karachi, Hyderabad, Chittagong, and at least one 
other. 

Mr. Passman. I did not offer to give a prize today, but I was 
tempted to, if you could find any project, any program, in any coun- 
try, anywhere, in which you have not been interferring. We shall be 
waiting for that list Mond: ay. 


KARACHI WATER SEWAGE PROJECT 


There are no funds requested for the Karachi water sewage project, 
as this project is now funded by a Development Loan Fund loan oi 
35.9 million, repayable in rupees. Please cover what was paid on that 
project prior to the development loan in technical cooperation funds, 
defense support funds, local currency, and others. 

Mr. Ipr. $262,000 in technical cooperation; $5,296,000 in defense 
support ; $25,781,000 in counterpart. 

Mir. PassmMan. Making a total of how much ? 

Mr. Ipe. A total of $29,339,000. 

Mr. Passman. How much of it is technical aid, counterpart, soft 
currency, or any other type, in dollars, before we get to the loan! 
We want to find out how much it is going to cost to dig a hole and 
put a pipe down. 

That is under technical aid ? 

Mr. Ipr. oe assistance is $262,000. 

Mr. Passman, That is the total 4 

Mr. Ipr. Yes, sir. 
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Mr. Passman. How many miles of sewers are they putting down? 
sity, Mr. Ine. A 60-mile-long bulk water supply system, a distribution 
tever | system for the treated w vater, two sewage treatment plants, three 

pumping stations, and a system of collection mains in Karachi. 
o the Mr. PassMan. That. was given to them free, and here we could not 
even get a pollution abate sment bill through the other d: iy. If we had 
said | put it in foreign aid, it would have gone through without any trou- 
ble. If we had buried it in some of this, we would have had enough 
to make clear-water streams out of every polluted stream in Americ: 


AVIATION GROUND FACILITIES PROJECT 


The aviation ground facilities project is budgeted for $198,000. 
Mr. Ipr. Yes, sir. 
Mr. PassMan. What is the cost to date under technical aid? 
Mr. Ine. Under technical aid, the cost has been—— 
Mr. Mureny. To date, $435,000. 
sities Mr. PassmAn. Project it to completion. 
“olve Mr. Ine. Let us add the 1961 figure to be consistent with the treat- 
ions, | ment we have had. 
hi as Mr. Passman. All right. 
lo Mr. Ine. That is $633,000 through 1961 and $375,000 to bring it to 
one completion by 1964. 
Mr. Passman. We add that $375,000 to the $633,000 and that gives 
was | $1.6 million, according to my figures. 
oun- Mr. Ine. That is correct. 
ll be Mr. Passman. Tocompletion ? 
Mr. Ipr. That is completion, sir. 
Mr. Passman. Let us add to that the defense support. 
Mr. Inr. $4,160,000. 
Mr. PassMAn. Let us project that to completion. 
ject, Mr. Ine. That is all that is contemplated, sir. 
n ol Mr. Passman. That project is going to cost us $5,168,000, 
that Mr. Rees. That is correct. 
nds, Mr. Passman. What amount has been spent to date? The Devel- 
| opment Loan Fund has approved a loan of $4.8 million, repayable in 
ense rupees for this project ? 
Mr. Ipr. Yes, sir. A] Development Loan Fund loan has been ob- 
tained but I do not know the amount. 
Mr. Passman. Let usadd that on. 
My figures show $9,968,000. 
Are we in accord? 
Mr. Ipr. What figure did you give for the Development Loan Fund? 
Mr. Passman. $4.8 million. 
Let us also put down $45,000 in local currencies; is that correct, Mr. 
Murphy? 
Mr. Ipr. Yes, sir. 
me. PassmMan. Put that on, too. 
3909—60—pt. 2——_25 
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Mr. Ine. Yes, sir. 

Mr. Passman. We now have this above $10 million ? 

Mr. Ing. $10,013,000. 

Mr. Passman. That, again, is a correct amount if you put in the 
Development Loan Fund figure of $4.8 million ? 

Mr. Ine. That is right. 


WEST PAKISTAN GROUND WATER SURVEY PROJECT 


Mr. Passman. How much has been spent to date, and how long has 
the West Pakistan ground water survey project been in operation / 

Mr. Ipr. The West Pakistan ground water survey has had $1,257,000 
in technical cooperation through 1961. 

Mr. PassMAn. Project that one out. 

Mr. Ine. That completes the obligations for technical cooperation 
for that project. 

Mr. Passman. Let us pick up defense support under that project. 

Mr. Ipr. $3,007,000, which is the total amount. 

Mr. Passman. What isthe amount of local currency 4 

Mr. Ipr. The Pakistan contribution was $3,766,000. 

Mr. Passman. Was the local currency contribution American- 
owned ¢ 

Mr. Ipr. No, sir. 

Mr. Passman. Why did you not put it in this book? It is Ameri- 
can-owned, is it not 4 

Mr. Ine. It was generated by the American aid program, not neces- 
sarily American-owned. 

Mr. Passman. American dollars were required to generate it / 

Mr. Ipr. Some of it is legally owned by the Government of Pakis- 
tan. 

Mr. Passman. This was brought about with an American program, 
and the local currency generated we are putting back in the program ? 

Mr. Ipr. Yes, sir. 

Mr. Passman. Which makes the program $8.3 million, if we put it 
all together / 


Mr. Ine. Yes, sir. 
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PURKEY 
Summary of program by major cost component and fie ld of activity 


{Dollars in thousands} 


Major cost component by fiscal year 
Major cost component and field of activity 
Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal yeu 
1959 1960 1961 
sistance 
echnicians 1, 371 1, 524 1, 676 
| ticipants 1, 004 RAS 4 
Contractual services 1,610 1, 408 1,478 
Supplies and equipment ; 477 | 563 262 
Contributions to cooperative services - - 
Other costs 38 20 20 
Total project assistance — 4, 500 4, 400 4, 400 
Number of people 
hnicians (on duty close of year 
U.S. employed. s aed : 109 127 141 
Contract oi es 5 60 65 63 
Total technicians - -- 169 192 204 
rticipants (programed during year 
Noncontract ‘ 234 206 206 
Contract 38 30 38 
Total participants -_ -- a ctnnimdleds 272 236 244 
ld of activity 
Agriculture, forestry, and fisheries 608 742 793 
Industry and mining 151 427 603 
sportation 700 $20) 345 
Labor é 102 238 195 
Health and sanitation ‘ 154 132 70 
Education . 1, 700 1, 505 1, 399 
Public administration 5 370 242 403 
Community development, social welfare and housing : 11 Ae iis : 
General and miscellaneous 704 677 592 
Total by field of activity. 4, 500 4, 400 4, 400 


Mr. Passman. Let us take up Turkey. 

In fiscal 1959 you had $4.5 million: in 1960, $4.4 million, and you 
are requesting the same amount for 1960. 

Mr. Ine. Yes, sir. 

Mr. Passman. What has been the cumulative amount for this item ¢ 

Mr. Inr. The cumulative amount of technical cooperation for Tur- 
key through June 30, 1960, is estimated to be $28,918,000. 

Mr. Passman. Am I correct in stating that, according to your 
justifications, the cost of technicians 1s proposed to increase by $152,- 
00 to finance a net increase of only 12 technicians ¢ 

Mr. Ipr. I think one of the elements—— 

Mr. Passman. First, answer my question. 

Mr. Murpeny. Mr. Chairman, the increase you cite is the cost of 
technicians on the top line, but the net increase of 12 technicians in- 
cludes some contracts. There is an increase in the contract costs, you 
will see, also of $70,000. . 

Mr. Passman. Then you would add $70,000 there / 

Mr. Murruy. That is right. 

Mr. Passman. What amount are the 12 technicians going to cost.4 

Mr. Grant. There is an increase of 14 direct-hire technicians for 
which there is shown an increase In the technician cost in the amount 
of $152,000. 

Mr. Passman. This goes from 127 technicians to 141 technicians. 
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Why is there an increase in the technicians hecessary when the total 
program is not be ing increased / 

Mr. Ipr. It depends on the composition of the project, r. This is 
a country where we are phasing out some projec ‘ and initiating new 
ones. 

The new ones are primarily in connection with some projects in 
connection with the Turkish stabilization program where we worked 
with the Turks toward better management of some of their economic 
enterprises. 


ESTIMATED COST TO COMPLETE SEVEN NEW PROJECTS 


Mr. PassmMan. Pages 191 and 192 indicate the initiation of seven 
new projects in fiscal 1961. What is the cost to complete each of 
these seven new projects 

Mr. Ipe. Agricultural credit and m: arketing would be 860,000. The 
agricultural economic planning would be $35,000. Agricultural 
search would be $20,000. Heavy equipment maintenance would 
$100,000. The special police training would be $45,000. Executive 
development would be $270,000. Public and business administration 
would be $340,000, 

Mr. Passman. That is to completion. Give us the first-year cost. 

Mr. Ipr. The first-year cost of the same projects is $356,000, sir. 

Mr. Murrny. M: aking a grand total of $1.226.000, 

Mr. Passman. That is for these new projects you are slipping into 
this — seven of them. 

Mr. Grant. Not “slipping into them.” 

Mr. Passman. That is my way of expressing myself. Since we 
are not slipping into them, let us take the time to go back and get 
the continuing ones, to see whether we did not have a reasonably 
accurate idea when I say “slipping into them.” ‘Take your time and 
let us get the total cost. the cumulative total through 1960. 

Mr. Grant. Of what, sir? 

Mr. PassMan. Technical aid. 

Mr. Ipr. $28,918,000. 

Mr. Passman. On the continuing projects, let us project: them to 
completion. 

Mr. Granr. That is the sum total and includes completed projects, 
sir. 

Mr. Passman. You had $28,918,000 through fiscal 1960 ? 

Mr. Ipr. That isright, si 

Mr. Passman. If we add on the $1,226,000 for new projects, then 
we are going to have to add to that the cost of the old projects, plus 
the projected cost. Let us see what it runs into. 

Mr. Ine. I have it broken down another way coming out. to the same 
total you want. The cumulative through 1960 was $28,918,000, We 
are proposing $4,400,000 in 1961. The total cost of the program after 
1961, but including the new projects, is 81,768,000. Excuse me. It 
is $10,768,000, making a total of $43,086,000, 

Mr. Passman. Is it not 844,086,000 7 

Mr. Ipr. Yes, sir. 

Mr. Passman. That is on technical aid only, without any new pro- 
grams starting after 1961 ? 

Mr. Tor. That is right. This is the estimated cost to complete the 
projects which will be in existence by the end of 1961. 
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Mr. Grant. And projects already completed to date. 

Mr. Ine. I might add, sir, in the Turkey program, since it was one 
of the earlier programs, there are a good many costs in the cumulative 
figure here which would today be charged to other appropriations. 

“Mr. Passman. What is the termination date on the oldest project 
you have for Turkey ¢ 
’ Mr. Ips. The termination date of the oldest present project now in 
existence 4 

COMPLETION DATES 


Mr. Passman. What is the completion date’ See how far out. we 
are going to go on this. We have some up to 1975. Let us see what 
you have for Turkey. 

Mr. Ipr. 1970 is ‘the highest that we project for Turkey. This is 
on one project, which is the land and water use project. Most of them 
are 1962 and 1963. 

Mr. Passman. Let us read them in, since you said most of them. 

Mr. Ipr. I can submit this, sir, if you would like to look at it, or we 
can submit it for the record. 

Mr. Passman. Some are 1964, some 1965, 1967. Quite a few of them 


are in 1965. 1970 is the oldest one. 


SYRIA 


[ believe Syria is the one nation which never would accept any type 
of aid from the United St: ites. Is that a statement of fact? Did we 
ever have an aid program in Syria? That is, Syria as such. 

Mr. Mvrpny. I have a recollection of one small project operated in 


Syria, 

Mr. Passman. I believe we did list Syria as one of the nations 
which did not receive U.S. aid, on the list of 10 to which we had not 
given aid, 

Mr. Murreuy. I would have to research it. 

= PassmMan. Let us look right now. If we could not get in one 
Way, It appears that we are getting in another way. 

Mr. Mcrpny. The table we put in last year had it covered under 
United Arab Republic. 

Mr. Passman. Get the year before. I believe you listed Syria as 
one of the nations. You do not remember any aid program for Syria 
as such, do you ¢ 

Mr. Mureny. Not in the accepted sense, Mr. Chairman. I have a 
en that there was one project activity there many years ago, 
but I am not absolutely sure of it. 

Mr. Passwan. Is it not one which was listed as not having received 
foreign aid 4 

Mr. Murpriy. I have difficulty verifying that. We have only last 
year’s hearings and they were combined under one line under United 
Arab Republic 

Mr. Passmwan. If they did receive any uid, it was one little con 
sideration many vears ago / 

Mr. Merpeuy. My recollection is less than 850,000, and many vears 


* Passman. Many vears ago if they received any 4 

Mereiny. That is right. 

Passman. But under the new United Arab Republic, Syria 
would be in for aid ? 
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Mr. Murrny. I believe the 1961 program and perhaps the current 
program has some projects in the Syrian region. 

Mr. Passman. Under the 1960 and the 1961 program. 

Mr. Ine. The technical cooperation agreement with Egypt has just 
very recently been extended to include Syria. There were no projects 
in here at the time this was put together, and even now we have no 
technical cooperation projects for Syria. 

Mr. Passman. You are requesting fiunds for Syria—the United 
Arab Republic, which would include Syria—for fiscal 1961? 

Mr. Ipr. Yes, sir. I wanted to make one exception, which is i 
civil aviation where part of the project with Egypt is also to in- 
clude help to the Damascus Airport. 

Mr. Passman. We are now in Syria, for all practical purposes, 
with an aid program ¢ 

Mr. Ipr. In 1961 

Mr. Passman. You had the airport program that you mentioned 
specifically. Is that 1960 funds? 

Mr. Ipr. 1961. 

Mr. Passman. They are in the program now, for all practical pur 
poses, as listed in the book ? 

Mr. Ipr. On page 197. 


= Ding > 
Unrrep Aras Reeve.‘ 
Sun mary of program h 4 major cost cor Lpone nt and fie ld of act 


{Dollars in thousands] 


Project assistance 
leehnicians 
Participants 
Contractual se 
Supplies 
Contributio 
Other costs 


Number of p )] 
Technicians (on du 
U.8. ¢ 
Contr 


Mr. Passman. If we cannot do it one way, we do it another. What 
amount do you have in technical assistance for the United Arab 
Republic in 1960? 
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Mr. Ipr. We had $1.5 million. 

Mr. Passman. You are requesting $1,800,000, an increase of 
$295 000 ¢ 

Mr. Ine. Yes, sir. 

Mr. Passman. We had no program in either of these countries for 
fiscal 1959; did we? By that I mean active programs. 

Mr. Ipr. We began to resume the program at the end of fiscal 195! 
with funds which had been in the program from before its inter- 
ruption. 

Mr. Passman. How much did we have in the program we had been 
carrying over for years as an obligated amount 4 

Mr. Murrny. The total unliquid: ated obligations as of June 30, 
1959, were $13.5 million, of which $500,000 was technical c ooper: ition. 

Mr. Ipr. That was deobligated, sir, as the record last year shows. 
We had $499,000 of the old funds with which we began the program 
in fiscal 1959. 

Mr. Passman. You did have a total of $15,800,000 carryover to 
the credit of Egypt, which you held in reserve for years until you 
resumed the aid program ¢ 

Mr. Mcureny. Yes,sir. I am trying to find it in last year’s hearings. 

Mr. Passman. We are back in. We are discussing technical aid. 
Are we not stepping this up rather rapidly ¢ 

Mr. Ipr. The increase in the U.A.R. is all increase in new projects 
except the transport: ition aviation project, which is a continuing 
project. 

Mr. Passman. We completed many projects in that country, did 
we not, out of the total of $8,365,000 in technical aid alone prior to 
resumption of 

Mr. Ine. T would not say the projects were completed. Activity 
had to be suspended on them at the time of the Suez crisis. 

Mr. Passman. Did you complete any out of the very large sum 
given to them prior to suspension of the program 4 

Mr. Grant. While he is looking that up, you might be interested 
to note in the table on page 196 that it shows a series of fields in which 
we had no projects in Egypt. 

Mr. Passman. I hope that will not be the criteria for answering 
my challenge of earlier today. We just started back in Egypt, we 
understand, and you do not arrive at a place the same time you 
start. I rather suspect, if we give you through this year, you will 
have about as many there as any where. You are just now going 
back into Kevpt ? . 

Mr. Inr. We are there in 1960, ves. 

Mr. Passman. The divider sheet indicates that the Central Gov- 
ernment finances are classified. By whom and why / 

Mr. Granr. Sir, I understand they were given to us in confidence 
If vou care to look at them 
Mr. Passwan. No, I do not want to look at them. My question is: 
lhe divider sheet indicates the Central Government financial data 
are classified. Why? 

Mr. Granv. Sir, the only time, as a general practice, that we 
classify this data is when it has been provided to us in confidence by 
a foreign government which has not publicly released these figures. 








1690 










Mr. Passman. That. is like withholding information from a credit 
bureau on possibly an account that is doubtful. If that is what they 
want, I am not going to quarrel. 

Mr. Grant. The information is there, sir. 

Mr. Passman. It is classified. 

Mr. Grant. Yes; it is classified. 

Mr. PassmMan. It is a faith proposition as far as the membership of 
the House is concerned. I think I know why it is classified now. I 
imagine that idea may have originated downtown after having a look 
at that statement. 

Mr. Grant. No, sir; 









I am certain that is not the case. 
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Mr. Passman. But it still looks good. What was the source of 
funds for the fiscal 1960 program of $1,505,000 ¢ 

Mr. Tennant. The “Technical cooperation” appropriation. Ini- 
tially it was contemplated we would draw on the contingency fund for 
this program. 

Mr. Passman. For the technical aid, you would draw on the contin- 
gency fund / 

Mr. Tennaxr. Yes. As Mr. Grant testified the other day, we had 
programed this as one of the new requirements which we did not know 
at the time. 

Mr. Passman. You could not take it out of that $19 million you 
deobligated from technical aid for 19594 Have you given as a figure 
yet on 1960 ¢ 

Mr. Tennant. We gave you the figures through to February 28 for 
1960. 

Mr. Passman. Which was several million dollars ? 

Mr. Tennanr. $5 million. 

Mr. Passman. Through February only / 

Mr. TENNANT. Yes, sir. 

Mr. Passman. You could not have used that, rather than getting 
into this contingency fund ? 

Mr. Tennant. In actual fact, although we planned to use the con- 
tingency fund, we find we will not have to use it this year by using all 
available resources. This will be financed out of the “Technical coop- 
eration” appropriation. 

Mr. Passman. Will it be financed out of the technical cooperation 
program ¢ 

Mr. Tennant. That is correct. 

Mr. Passman. Out of deobligated funds / 

Mr. Tennant. The $1,505,000 will not be out of deobligated funds. 

Mr. Passman. What are you going to do with deobligated funds? 

Mr. Tennanr. I believe Mr. Ide indicated that $499,000 had been 
deobligated and used. 

Mr. Passman. I am speaking of the overall, as we have gotten side- 
trac ‘ked on deobligated funds. You have $19 million deobligated out 
of this phase of technical cooperation only in 1959. Through Feb- 
ruary this year you had $5 million. Cert: ainly you are going to obli- 
gate that Sd million for projects » vou did not jus stify before the com- 
mittee last year, or else you are going to let it lapse, are you not ¢ 
Mr. Trennanv. $38,000 has been reobligated of the $5 million. 























1691 









Mr. PassMan. $38,000 for projects you justified last year before the 
committee, or was this some contingency that came up quickly ? 

On page 165 it is shown that you did take out. of the contingency 
fund for Near East and south Asia, United Arab Republic, $1,482,000. 
It isin the book. 

Mr. Tennant. These are program figures in the book. It was con- 
templated at the time the books were put together that we would be 
required to use contingency funds for this purpose. 

Mr. Passman. In all probability, if I had not brought this up, you 
would not have, would you ¢ 

Mr. Tennant. I beg your pardon ? 

Mr. Passman. I wonder about this. $1,482,000 is not required ? 

Mr. Tennant. We are not required to use the contingency fund. 
We can fund this from the “Technical cooperation” appropriation. 

Mr. Passman. You add that to the total at the bettom? You are 
still going to fund $1,482,000 out of the technical aid that you thought 
you would take out of contingency, but later thought you would take 
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[ni- 
for itout of the technical aid program / Ais 
Mr. Tennant. Yes. It would increase the amount undistributed, 
tig! as shown on page 165 of the worldwide summary statements. Mr. Bell 
will be up to testify on the contingency fund later and give you up-to- 
ail date figures on the contingency fund at that time. 
10W 
CONSTRUCTION OF CAIRO TELEVISION STATION 
you Mr. Passman. I have an AP item which indicates that from Public 
ure Law 480 funds $12 million will be used to finance construction of 
; UAR’s first television station in Cairo. Do you know anything 
for about that ? 
Mr. Ipr. I have some information on it, I believe, sir. 
There has been an agreement to lend 4.5 million Egyptian pounds 
which is the equivalent of approximately $11 million to establish a 
television network. 
| Mr. Passman. Let us get that again. That leaves me a little con- 
ng fused. Yous: are going tole nd Ks gypt 
Mr. Ipr. This isa Public Law 480 loan. 
m- Mr. Passman. We had local currency we could not spend for any- 
all thing else, so we plow it back into a $12 million television station 
»p- in Cairo. It is our money; is it not? I want to be sure the record is 
straight that we owned that currency. 
on Mr. Ipre. Yes, sir. 
Mr. Passman. We are making a soft currency loan back to Egypt 
to build a $12 million television station 7 
Mr. Ipr. Yes, sir. 
ds. Mr. Passman. If they pay that back, are they going to pay it back 
Is! again in local currency or in dollars ¢ 
en, Mr. Ipr. It would be repaid in local currency. 
Mr. Passman. We will not get back as much as it cost for the paper 
le- toprint it. Do you have any similar projects / 
at Mr. Ipr. No, sir. 
. INCREASE IN TECHNICIANS 
t1- 
m- Mr. Passman. The schedule on page 196 indicates significant ex- 






pansion in U.S. technicians from 15 to 33. Why is such an increase 
necessary ? 
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Mr. Ipr. This is a reflection of the resumption of the program, sir. 

Mr. PassmMan. This is one of these deals that you just plow back in. 
You have legislation because you initiated it and got Congress to pass 
it, so you did not need to get approval of Congress for the $12 million 
TV station. 

Mr. Murpeny. Under section 104(g) of Public Law 480. 

Mr. Passman. Legislation other than that referred 
mittee / 

Mr. Murrny. Yes, sir. 

Mr. Passman. That is another part of foreign aid we do not handle. 

Why did you say we were increasing them very drastically? I 

said that the schedule on page 196 indicates significant expansion in 
the number of U.S. technicians from 15 to 33. 

Mr. Ine. It is a reflection of the resumption of the program, with 
new personnel, new projects being undertaken. 

Mr. Passman. New projects being undertaken ? 

Mr. Ine. With the resumption of the program, we have technicians 
going to Egypt, which, if this were a continuing program in the usual 
sense, would already be there. This is simply a reflection that we 
are resuming the program. 


to this com- 


NUMBER OF 





PROJECTS 





TO DATE 


Mr. Passman. When you started back in 1959, how many projects 
did you have? 

Mr. Ipr. I think there was only one project. 

Mr. PassmMan. How many projects did you have in fiscal 1960 

Mr. Murrrry. There are eight shown as continuing. 

Mr. Passman. Would I be correct in saying, in the interest of time, 
you had 1 in 1959, you had 8 in 1960, and you plan 12 in 1961! 

Mr. Gran. I believe that would be approximately right. 

Mr. Passman. Let us go to the sheet and there will be no confusion, 
because I cannot guess this thing out. Am I correct in taking up where 
vou left off? You said you had one in 1959. Then going to the sheet, 
you had eight projects in 1960. 

Mr. Grant. Which are continuing into 1961 

Mr. Passman. Continuing; yes. 

Mr. Grant. There may have been a project which was begun and 
terminated in 1960. That is why we were unable to give you the figure. 
Mr. Passman. You are asking for money for every one of them. 

Mr. Grant. Sir, the original statement is correct. 

Mr. Passman. Thank you. 







PARTICIPANT 





STUDY 
Of the 171 participants, how many are studying for advanced de- 
grees / 
Mr. Ine. We do not have a breakdown, sir, of the ones who are 
actually studying for advanced degrees. 
Mr. Passman. But you do have some of them. 


Mr. Ipr. It is obvious from the list of the kinds of things that they 
are involved in, that would be a very small number. 
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Mr. Passman. I wish you would not draw on your imagination. We 
are trying to run the hearings according to what is in the book. I 
may read ‘this into the record, from page 195: 

The largest single element of the program is the continuation of the project to 
bring UAR graduate students to the United States. The students are in diverse 
specialized fields such as engineering, public administration, economics, atomic 
energy, and medicine. 

If the largest single element of the program is a continuation of 
these matters 

Mr. Ine. I thought your question was how many are going to get 
advanced degrees in the United States. 

Mr. Passman. Of the 171 participants, how many are studying for 
aulvanced degrees ¢ 

Mr. Ipr. For advanced degrees 4 

Mr. Passman. Yes. Do you have the number, since it is the largest 
single element 

Mr. Grant. We have the fields in which they are studying. 

Mr. Passman. Could we get the number of participants / 

Mr. Inv. There are 80 graduate students this year from the UAR, 
and they are to complete graduate work leading to advanced degrees. 

Mr. Passman. Now, of the eight continuing projects listed on page 
197, how many were justified to the Congress last year? 


PROJECTS NOT JUSTIFIED TO CONGRESS 


Mr. Ipr. The specific projects were not justified to the Congress. 

Mr. Passman. That would not be the exception; would it? 

Mr. Inn. I believe the record stated, sir, that we contemplated —— 

Mr. Passman. What record ¢ 

Mr. Ipr. The initiation of a program in Egypt which might draw 
on the contingency funds. 

Mr. Passman. You surely started an awful lot of projects for 
$50,000, as compared to the criteria we are following this year on the 
unount of money you are asking to continue them in the next year. 
You did not justify them before this committee or the Senate 
Appropriations Committee. 

Mr. Ine. We did not justify them as projects. 

Mr. Passman. As what did you justify them? 

Mr. Ipr. W e told the committee, I believe, sir, that we contemplated 
a program in Egypt which was not sufficiently firm at the time that 
we made the presentation. 

Mr. Passman. Could you refer me to the page number of the 
hearings ? 

Mr. Ipr. It is in the presentation book for last year. 


NINETEEN HUNDRED AND SIXTY AID PROGRAM TO EGYPT 


Mr. Passman. I should think it might be something like that. From 
page 1268: 


Mr. PassMAN. What do you propose to spend in Egypt in fiscal 1960, Mr. 
Murphy, in all categories, including the technical aid, and in the technical aid 
Separately ? 

Mr. Murpuy. The estimate I have here for fiscal 1960 shows $50,000 in tech- 
nical cooperation for Egypt and in all other development assistance. 
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Will you tell us what amount you spent and obligated ? 

Mr. Ipe. What we obligated in 1960 ? 

Mr. Passman. Yes, sir. 

Mr. Tennant. We plan to obligate $1,505,000. 

Mr. Passman. How could you obligate $1,505,000 of $50,000 ? 

Mr. Mereny. Mr. Chairman, the passage that you re: ad referred to 
expenditures. 

Mr. Passman. Flow much did you spend ¢ 

Mr. Murrny. Yes, the passage that you read referred to expendi- 
tures, 

Mr. Passman. You are going to fall back on that technicality. You 
actually intended to convey to the committee that there would be 
$50,000 available ? 

Mr. Murruy. No. I donot think so, Mr. Chairman. 

Mr. Passman. How much did you spend ¢ 

Mr. Mureny. Youasked at the bottom of page 1: 2670: 

“What were our expenditures in fiscal years 1957, 1958, and 1959 in 
all categories?” Then Mr. Farwell was unable to answer, and you 
said, “Maybe Mr. Murphy could tell us.” Then over on page 1268, 
Mr. Chairman, you repeated your question. “What do you propose 
to spend?” 

Mr. Passman. That is right. 

Mr. Mcurreny. | interpreted that at the time to mean expenditures, 
and I gave you the proposed expenditures. 

Mr. Passman. Fifty thousand dollars. 

Mr. Murrny. In technical cooperation. 

Mr. Passman. And all other development assistance; did you not 
say ¢ 

Mr. Murruy. If you will notice, there is a classified item there, 
Mr. Chairman, which was deleted in the middle of the page. 

Mr. Passman. All right, how much did you obligate, $1,950,000? 

Mr. Rees. 81.505.000. : 

Mr. Passman. How much did you spend ¢ 

Mr. Rees. This is estimated. 

Mr. Tennant. We estimated $800,000. 

Mr. PAssman. It is still quite a problem to try to spend $800,000 
out of S50.000. 

Mr. Murruy. Again, Mr. Chairman, I am sure you do not want 
to be unfair. When I was answering your question last year, I was 
speaking in the context of a program which had nothing specific in 
it proposed for the UAR. 

Mr. Passman. That is exactly what we are talking about now. 

Mr. Mcurreny. That is right. 

Mr. Passman. Lasked you the question : 

What do you propose to spend in Egypt in fiscal year 1960, Mr. Murphy, in 
all categories including the technical aid, and in the technical aid separately? 

Mr. Murpuy. The estimate I have here for fiscal year 1960 shows $50,000 in 
technical cooperation for Egypt, 
and you spent $800,000. 

Mr. Mourrny. If I may try to clear it up, Mr. Chairman, I am sure 
the $50,000 figure I gave you last year was the contemplated expendi- 
tures during 1960 from the obligations which had already been re- 
corded and which you have earlier referred to our carrying on the 
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books. The expenditures we have made now, the figure which has 
been given more recently, are from the new obligations which were 
incurred under the 1960 program. 

Mr. Passman. What are you doing—interpreting what you think 
I should have meant ? 

Mr. Mcrrpny. No, sir. 

Mr. Passman. Let me read again the question : 

Mr. PAssMAN. What do you propose to spend in Egypt in fiscal year 1960, 
Mr. Murphy, in all categories including the technical aid, and in the technical 
aid separately? 

Mr. Murpuy. The estimate I have here for fiscal year 1960 shows $50,000 
in technical cooperation for Egypt and * * * 

Mr. Murruy. This is my point 

Mr. Passman. You did’ not request any money for. Egypt. 

Mr. Mvrrny. This is the point I have been trying to make, Mr. 
Chairman, but I have not been able to get through to you on it. 

Mr. Passman. Try again. 

Mr. Mcurrny. In other words, my figure of $50,000 for technical 
cooperation last year was given in the context of a program which 
had no specific plan for new aid to be extended in fiscal year 1960, 
The only point I am trying to make is that the difference in expendi- 
tures can be traced to the fact that aid was resumed in fiscal year 1960. 

Mr. Pssswan. But you did not justify the additional $750,000 to 
this committee. 

Mr. Murreny. That is correct, Mr. Chairman. 

Mr. Passman. All right, 


1960 ESTIMATED COSTS AND EXPANDED PROGRAM 


Mr. Grant. Sir, I believe we did inform you in our presentation 
books at that time that the circumstances in Egypt were such that it 
might be necessary for us, in our for elon police) v interest, to resume the 
progran, on a considerably more expanded s« ‘ale, but this was con- 
tingent upon developments. 

Mr. | assMAN. I can only go by what I was asking the Inspector 
General and Comptroller, who has more to do with this program than 
any five others. Usually I can accept his answers as final. When the 
gentleman tells me that they plan to spend $50,000 in Egypt in fiscal 
year 19 0, and then you come along and say you spent an additional 
$750,000 which you did not justify before this committee, and you 
admit ‘hat is true, you could talk the rest of the day and you could 
not chenge it. It is just that way. I think we ought to tighten this 
upabit. I donot know of anything so earthshaking that these things 
could pot be put off until they come before the Congress. If this 
keeps on in this direction in all departments, not just yours, In an 
other few years you will not pay any attention to Congress at all, As 
lon ea Tam sitting on this committee, I shall try to get the record. 

e toteke 2 days to report the bill, if I have to talk on to the 

will have to listen to me, because we are going to help you 

it under control, and ali ttle more cooper: ition al | be ver \ 

‘ated. I do not mean cooperation in trying to find new 

programs and ways to spend money. I am talking about trying to 
cut this back before it wrecks America. 
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CENTRAL TREATY ORGANIZATION 


Summary of program by major cost component and field of activity 


[Dollars in thousands] 


Major cost component by fiscal year 


ment and field of activity 
Actual Estimated Proposed 


fiscal year fiscal vear fiscal year 
1960 1961 


dministr 


munity d yprnent, So 


devel 
General and miscellaneous 


1 by field of activity 


Mr. Passman. If we may go along to the C es al Treaty Organi- 


What amount did you have in fiscal 1959 ¢ 
; in fiscal 1960, 


Zation. 
In fiseal 1959 our obligations were $194) 100 


Mr. Ibe. 
they are estimated at $230,000. 

Mr. Passman. Are you asking for a reduction in that this year? 

Mr. Inr. We are asking for an increase to $400,000, 

Mr. Passman. That is standard most of the way through. 

In addition to this, are there any other funds programed for thi 
organization ¢ 
Mr. Ine. ves, sIr. 
Mr. Passman. In 
you also have technical aid for regional projects, too, such as 


ee and Pakistan 7? 


There are special assistance funds programed ; 
1 good many of these nations we have ‘been dis- 


cussing, 
. urke V, Te he ran, 

Mr. Inr. Yes, si 
PAKISTAN 


U.N. TECHNICAL AID PROGRAM FOR 


Earlier, you were going to get us the figure on the 
Did that ever 


Mr. P eee. 
United Nations technical aid program for Pakistan. 


come through? Isthe telephone busy, or Se: 


Mr. Ing. We will have to supply that, 
The information supplied may be "seal in the appendix, p. 5074.) 
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Mr. Passman. Why did you not get it this afternoon? You made 
a telephone call, did you not ¢ 

Mr. Ine. It is not available. 

Mr. Passman. If it is not available in the office, where would it be 
available ? 

Mr. Mureny. The U.N. 

Mr. Passman. New York? I shall pay for the call. Try to get it. 
They also get money out of this regional technical aid ; do they not? 

Mr. Mcreny. Pakistan is a part of the CENTO organization. 

Mr. PassmMan. That is technical aid, also 4 

Mr. Mureny. There is technical assistance and special assistance in 
that organization, 

Mr. Passman. If you want to discuss both of them, we will make 
them twins and get them together. 

Mr. Murreuy. I just did not want to mislead. 

Mr. Passman. In answer to my question earlier, you mentioned that 
you had special assistance. 

Mr. Murruy. Yes, sir. 

Mr. Passman. How much special assistance in total ? 

Mr. Ine. In 1961, there is a request for — million, and $400,000 
in technical cooperation. 

Mr. Passman. What is the cumulative total for the special assist- 
ance under the Central Treaty Organiaztion ? 

Mr. Murrny. It is estimated at $16,719,000 through June 30, 1960. 

Mr. Passman. And the cumulative for technical cooperation ? 

Mr. Murpiy. $376,000, 

Mr. Passman. Could we add fiscal 1961 to those two figures ? 

Mr. Granr. ———— for 1961 special assistance and technical co- 
operation. 
Mr. Murpny. 


Which would give — all told. 





PROJECTED COMPLETION COSTS 





FOR CENTO 





Mr. Passman. Could we project these out to completion dates 

Mr. Ipr. Sir, the technical cooperation money in CENTO is a 
for annual programs which are worked out by the Economie Commit- 
tee of the Central Treaty Organization. The amount that would be 
used is complete for any one project which is undertaken. 

Mr. Passman. You mean you start a project and complete it the 
same vear ¢ 

Mr. Ipr. Yes, sir. 

Mr. Passman. Why do you have to drag some of them out to 1975, 
When you can start some projects and complete them in 1 year? De- 
scribe a few of these projects. There is a lot of money involved. 

Mr. Ipe. Lam speaking of the technical cooperation. 


EXPLANATION 





OF PROJECT 
Mr. Passman. All right, speak to that point, then. What kinds 
of projects do you have for this total ? 
Ir. Ink. The amount is divided into two different sums, an amount 
Which is allocated to a multinational fund administered by the Eco- 
nomic Committee of CEN TO. 
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Mr. Passman. That sounds like a U.N. deal. Would it not be a 
lot. better to handle that— 

Mr. Ipr. Each of the nations makes a contribution to the fund, sir, 
and then in addition to that we have a certain number of projects to 
which we respond on a bilateral U.S. basis to projects within the 
CENTO framework. 

Mr. Passman. You have other nations making a contribution to 
this phase of technical aid that you justify under bilateral / 

Mr. Ibe. No, sir. 

Mr. Passman. Just the United States ? 

Mr. Ine. There is a CENTO Technical Cooperation Fund to which 
we contribute $70,000, and the United Kingdom, Pakistan, Iran, and 
Turkey contribute other amounts. 

Mr. Passman. Tothis same fund we are talking about ? 

Mr. Ipr. Yes, sir. 

Mr. Passman. Would that not make that a kind of baby U.N.! 
I suppose those nations are united; are they not? 

Mr. Ipe. The object of the fund, sir, is to promote cooperation 
between the countries of the area on projects which are of mutual 
interest. 

Mr. Passman. I want to commend you for thinking this up. It is 
fantastic. These nations cooperate. These several nations which kick 
in to this little Jackpot are united; are they not / 

Mr. Grant. They are united in their support of the Central Treaty 
Organization. 

Mr. Passman. I do not care what organization. How many do you 
have in it? 

Mr. Grant. Turkey, Iran, Pakistan, and the United Kingdom. 

Mr. Passman. There are five contributing / 

Mr. Ipr. Yes, sir. 


GOVERMENT CONTRIBUTIONS 





Mr. PassmMan. What percentage do we contribute of the total / 
Mr. Grant. The book states the United Kingdom has committed 
itself over a 5-year period beginning in 1956 to a total of $6.5 million. 

Mr. Passman. Through what year / 

Mr. Granr. Over a 5-year period beginning in 1956. 

Mr. Passman. I know, but you said 1956, and I thought this was 
a& one-shot, proposition. Could you tell us what percentage of this 
little baby U.N. we are contributing? 

Mr. Ine. I would have to find that out,s 

Mr. Grant. We will provide it for the record, sir. 

Mr. PassMAn. What are the other countries contributing / 

Mr. Ine. I shall provide all of this for the record, sir. 

Mr. PassMANn. These same countries are getting bilateral aid. They 
are getting aid out of the U.N. They are getting aid out of this organ- 
ization; are they not? IT mean tec ‘hnical aid now. 

Mr. Ipr. Yes, sir: but the aid which comes out of this organization 
is restricted to projects which are of mutual concern to these par- 
ticular countries—for example, pest control, customs operations. 

Mr. Passman. What kind of operations ¢ 

Mr. Ipr. They recently had a project for bringing together the lead- 
ing customs officials where they discussed their mutual problems. 
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Mr. PassmaAn. A kind of seminar for the people of that region 4 

Mr. Ine. In an effort to unify the customs legislation so as to make 
trade bet ween the countries more asy. 

Mr. PassmMan. But it is still under technical aid ¢ 

Mr. Ipr. Yes, sir. 

Mr. Passman. Do they get any technical aid out of bilateral, and 
out of the U.N.? 

Mr. Ine. They get aid for projects within their own countries, sir, 
but not for this kind of multilateral project. 


Mr. Grant. Sir, I have the information here on the governments’ 
contributions. 


Mr. PassmMan. What isthe U.S. contribution ? 

Mr. Grant. The United States and United Kingdom each contrib- 
ute one-third of the fund in foreign exchange. 

Mr. PassmMan. We put up one-third ¢ 

Mr. Grant. Yes; and the United Kingdom puts up one-third. The 
countries in the region, namely, Turkey, Iran, 
tribute a total of one-third. 

Mr. Passman. In local currency ? 

Mr. Grant. Yes, sir. 

Mr. Passman. We put up dollars, though ? 

Mr. Ine. And the United Kingdom puts up pounds. 

Mr. PassmMan. But it is a technical aid program ¢ 

Mr. Inr. Yes, sir. 


and Pakistan, con- 


CONSOLIDATION OF EXPENSES 


Mr. Passman. Do you think this thing could ever be consolidated ? 


You know, administrative expense, travel expense, and miscellaneous 
expenses eat this stuff up. Of course, these things come into being, 
and they must be authorized. The first thing you know, you wind up 
with this thing so complicated it is almost impossible for the Appro- 
priations Committee members to understand it. 

Could the technica] aid under United Nations bilateral just as well 
handle this? 

Mr. Ine. There are certain projects, sir, in which the United States 
has a particular interest in helping these countries work out in the 
area, 


U.S. TECHNICIANS 


Mr. Passman. That I understand. We assign U.S. technicians 
we not ¢ 

Mr. Ipr. Yes, sir. 

Mr. Passman. Could you not just as easily assign them under 
lateral, and let the others handle it their way? 

Mr. Ipr. On the whole, we draw on the bilateral U.S. technicians 
in the area for the technical help. Occasionally, if there is a project 
Where there is no one in the area competent to hi indle it, we may obtain 
a short-term consultant from the United States, but on the whole we 
draw on the people we have in the missions in the bilateral programs. 

Mr. Passman. It provides some good jobs, anyway, because we have 
5 technicians assigned there at S160,000. Am I 
correctly @ 

Mr. Grant. Yes. 
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Mr. Passman. Dividing 5 into 160, what would that be? 























Mr. Murrny. $32,000. $1 
Mr. Passman. The further we go, the higher it gets. That takes tu) 
the prize for cost per technicians. We had gone up to $30,900 the 

other day. 

(Off the record.) in 
Wi 
EXPENDITURES FOR STUDENTS AT AMERICAN UNIVERSITY LN BEIRUT 
Mr. Ine. Through June of 1959 we have had approximately 2,500 " 
young students in the area at AUB. Te 
Mr. Passman. What did it cost per student? What was the 
average to attend, whatever course they taught at the American 

school ? 

Mr. Ine. We have got 665 students annually, sir. = 
Mr. Passman. Last year you obligated $1,880,000 for 665 students. 

What is the average / of 
Mr. Ipr. No, sir. That figure was the request for 1961. tt 
Mr. Passman. Let’s go back now. 

Mr. Ine. It will be the same number for 1960. 

Mr. Passman. And the same amount of money ? 

Mr. Ipr. Yes, sir. 1 
Mr. Passman. Let us see how much per student. 
Mr. Mureny. That is $2,800 to the university for each student. 1 
Mr. Passman. Let’s get the amount per student. ‘ 
Mr. Murpny. $2,800 per student. { 


Mr. Ipr. L agree with Mr. Murphy’s arithmetic. 

Mr. Murrnuy. $2,800. 

Mr. Passman. $2,800 per student ? 

Mr. Ipr. Yes, sir. 

Mr. Murrnuy. That is what is paid to the university, Mr. Chair- 
man. There is $845,000 additional cost in connection with the pro- 
gram, Which probably goes to the students, and that brings the cost 
per student up to $4,100 per student. 

Mr. Passman. Do the students get their room and board for this 
fee ? 

Mr. Mcrruy. Not in the $1,880,000. 

Mr. Ine. This is in the $843,000. 

Mr. Passman. Let’s go back to the $2,800 to the university. Is that 
per year per student / 

Mr. Mcurpny. $2,800. 

Mr. Passman. $2,800, is that per student per year ? 
Mr. Ipr. Yes, sir. 
Mr. Passman. Is that all for tuition ? 

























TUITION COSTS 


Mr. Ipr. It includes all of the university costs, the tuition is going 
to vary depending on the faculty that the man is in; engineering, agri- 
culture, et cetera. 

Mr. Passman. But the average is $2,800? 

Mr. Ipr. This is the cost of the contract under which we train 665 
students a year; yes, sir. 
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Mr. Passman. So we pay to the American University at Beirut, 
$1,880,000 tuition for 665 students, which is $2,800 each. That is 
tuition ? 

Mr. Ine. Yes, sir; and 

Mr. Granvt. Sir, I believe it might be desirable if we gave you an 
insert on the breakdown on this particular, because there is some for- 
ward funding in this contract and it is difficult to attribute it exactly. 

(The information may be found in the appendix, p. 3074.) 

Mr. Passman. I doubt whether you are paying anything like that 
in tuition. But if you did, it would be a lot cheaper than paying 
Johns Hopkins $4,000 for 5 months’ tuition; would it not? 

Mr. Ipr. Yes; but this includes a longer duration contract. 

Mr. Passman. What is the duration / 

Mr. Ipr. It is longer than 1 year. We could provide you with a 
complete breakdown of the contract. 

Mr. Passman. We do not know much more about this than when we 
started talking about it, as far as actually knowing whether this is 
tuition or something else. 

1960 FUNDING 


Mr. Rees. Sir, in the material already submitted to you on page 

39, it does indicate that the 1960 ne ‘will be utilized for expendi- 
tures in the academic year 1961-62, but the sentence before that 
refers to forward funding. We do not have the full details on this 
with us and should not trust to the type of calculation of just dividing 
the numbers into the contract costs to yield the conclusion that you 
suggest. 

Mr. Passman. If it is funded in 1962, or through 1962, the money 
you are asking for now would fund in subsequent years / 

Mr. Ink. We have to go by the academic year, sir. In any year 
that we begin with when we get. the appropriation from the Con- 
gress, we have to make our plans ahead for the following academic 
year. 

Mr. Passman. But this is the following academic year. It says, 
“The pipeline is normal for a university-type contract. It includes 
12 months’ forward financing. The fiscal year 1960 funds will be 
utilized to fund expenditures occurring in the academic year 1961 and 
1962.” Certainly that is the end of fiscal year 1962; is it not? 

Mr. GRANT. Sir, I believe it would be desirable to include the answer 
to your present specific question also. 

Mr. Passman. That is going to be just about the most confused 
record we have. 

Berrur INTERNATIONAL AIRPORT 


Let us discuss, briefly, Beirut International Airport. In fiscal yeaa 
1956, in the development assistance program, the one that has since 
been abandoned for Lebanon, it included $3 million for the construe 
tion phase of the Beirut-Syrian border highway. A portion of the 
engineering work was completed i in 1957. However, prior to the be 
ginning of the construction on the highway, civil strife broke out in 
Lebanon in May 1958. During this strife all aid activities came to 
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a standstill. The civil strife ended in October 1958, A new govern- 
ment came into power. This new government, after reexamining the 
priority of its development projects in February of 1959, requested 
that the funds obligated in fiscal year 1956 for the Syrian border 
highway be withdrawn from the project. and be utilized on higher 
priority projects, among which was the Beirut International Airport. 
The government’s request was studied by the Embassy and the U.S. 
operations mission and recommended for ICA/Washington approval 
on March 4, 1959. ICA/Washington approved the field request on 
March 11, 1959. It proceeded to deallot and reallot the funds 
accordingly. 

Thus ICA’s representative in Lebanon had the full authority of 
ICA/Washington to reallot $1,275,000 for the expansion and improve- 
ment of the facilities at the Beirut International Airport. This proj- 
ect, recommended by all members of the country team in Beirut, 
approved by ICA/Washington, is expected to redound directly to the 
benefit of the U.S. carriers, as well as the national development of 
Lebanon, by improving an airfield at the hub of an important airways 
communication network, 

Could it be stated for the record that a congressional committee, 
while visiting in Beirut, ran into this project, ‘and at that time top 
echelon personnel accompanying the committee had no knowledge 
that this transaction had ever taken place? In my opinion this is a 
clear-cut indication that this is one of those memorandum exchanges, 
where the money had been justified for one project, and as they did 
not want to spend the money on that project, you definitely spent it 
on a project without coming before this committee to jus stify it. 

Mr. Murrny. There is no question, Mr. Chairman, that. this was 
not brought before the committee. 


USE OF FUNDS FOR PROJECTS NOT JUSTIFIED TO COMMITTEE 


Mr. Passman. You used some broad authority, or technicality m 
the law, to spend this very large sum of money on an airport without 
having any justification, or even indicating to the committee that you 
intended to do sof Isn’t that rather unusual, or is this normal 
procedure ¢ 

Mr. Murruy. Well, the authority of the mission director, subject 
to Washington consent, to shift funds from one project to another, 
Mr. Chairman, is normal authority. 

Mr. Passman. It is normal authority; but is it the exception, or 
is it the rule? Is it the exception or is it the rule to take money that 
comes into your possession from some project which some country 
decided it did not want, then use it on some project that has never 
been mentioned to this committee, never been set out in your hearings 
or your justifications, until after the money had been ‘allocated and 

n all probability obligated and spent ? 

Mr. Murriy. Well, I hate to be lengthy in answering your ques- 
tion, Mr. Chairman. 

Mr. Passman. Take all the time you want, Mr. Murphy. 

Mr. Mu rpuy. It isa rather a complicated question. I would put it 
this way: The authority to deobligate funds that have been pro- 
ori uned on one project and switch them to another project, which 1s 
also requested by the host government, is an authority, which can be 
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carried out by a mission director after a consultation and approval 
of the Regional Director for his area in Washington. Now, in many 
instances projects are planned at one figure and they end up costing 
different figures. Sometimes the actu: al cost is less than the estimated 
cost. 

Mr. Passman. In this instance that was not the case. They asked 
you to discontinue the project; did they not / 
~ Mr. Merrny. That is right. On the Syrian border highway, Mr. 
Chairman, since they did not go through with the highway, it cost 
much less than originally set aside for it and the savings were repro- 
cramed for the airport. Specifically, this project was not brought 
before the Appropriations Committee tomy knowledge. 

Mr. Passman. Of the Senate or House / 

Mr. Murrny. Of the Senate or House. The decision was made on 
an administrative basis within available funds. 

Mr. Passman. Isthat the exception or the rule ? 

Mr. Murry. Well, I would say that in any given year there are 
projects that occur or get started in some countries which were not 
anticipated at the time that the program for those countries were 
presented to the Congress. 

Mr. PassmMan. Such as Egypt ? 

Mr. Murpiry, That isa very good example, Mr. Chairman. 

Mr. Passman. If you should wind up in 1960 with deobligated funds 
in the amount of $150 million from a lot of projects where you had 
overestimated requirements to complete them, could you spend all 
that money on projects that had never been brought to the attention 
of the Appropriations Committees of the House and Senate? You 
would just take that money and allocate it to projects that had never 
been mentioned in your justifications to this committee / 

Mr. Murrny. It would depend, Mr. Chairman, on whether or not 
the Congress reappropriated unobligated balances. 

Mr. PassMaAn. Let s say that during fiscal year 1960 under which we 
are now operating, that you have $150 million; that you do not need 
this money to complete projects that had been deobligated, such as 
the S19 million out of technical aid in fiscal year 1959 and $5 million 
in fiseal year 1960 through February. Could you reobligate all of that 
money on projects that had never been brought before the Appropria- 
tions Committees of the C ongress / 

Mr. Murpiy. Yes. That is a hypothetical question, Mr. Chairman. 

Mr. Passman. Could you, if you had 100 projects that you thought 
from an administrative level were worthy, take these funds, deobligate 
them from other projects that you had justified, and spend it on proj- 
ects that you had never brought before this committee / 

Mr. Murpny. Yes, sir. 

Mr. Passman. Thank you. That isall I wanted. 

Mr. Murrnuy. The only reason I said it was hypothetical, Mr. 
Chairman, is that I had diftic ulty imagining deobligations on projects 
reaching an amount as large as $150 million. 

Mr. Passman. How about the $19 million that you deobligated in 
technical aid in fiscal year 19592 Did you spend that $19 “‘mnillion, 
all or a good part of it. on projects which had never been justified 
before this committee ? 

Mr. Murrny. That I would not be able to answer, Mr. Chairman. 
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Mr. Passman. But you could have done so if you wanted to, and 
you have obligated a lot of money on projects that have never been 
brought to the attention of this committee / 

Mr.Mvrpny. Yes,sir. I think that is right. 

Mr. Passman. Or the Senate Appropriations Committee / 

Mr. Murrny. Yes, sir. I think that is a fair statement. Of the 
$19 million that you referred to as being the fiscal year 1959 de- 
obligations under technical cooperation, I have no doubt that some 
portion of it—I cannot say how much—was used to meet projects 
where the cost turned out to be higher than anticipated. This is an 
adjusting proposition. In addition, some of it undoubtedly, Mr. 
Chairman, was used to start projects of the type you described. 


AUTHORITY TO USE DEOBLIGATED FUNDS FOR PROJECTS NOT MENTIONED 
TO COMMITTEES 


Mr. Passman. Let’s move into the hypothetical category. If you 
should have $150 million in fiscal year 1960 in deobligated projects, 
if you should so desire, you could obligate all of those funds on proj- 
ects which had never been mentioned to this committee or the Senate 
Appropriations Committee ¢ 

Mr. Mcureny. Yes,sir. The authority isin the law. 

Mr. Passman. And if I had to take 20 guesses as to who initiated 
that. law, I would say I could return 19 of them and use 1. 
You would know where the guess would wind up. You know as well 
as I, gentlemen, that I am not blaming you. If you can propose 
that ty pe of legislation and we give it to you, we certainly cannot blame 
you; but that is a rather sad commentary, when you can take billions 
of dollars of hard-earned American taxpayers’ money, which we have 
to borrow, and start projects for which the ultimate cost could be 25 
times the original cost; projects which had never been justified before 
this committee or the Senate Appropriations Committee, and we are 
directly responsible for providing the funds. T hope that we will not 
wreck the economy of America and destroy the future of your children 
and your grandchildren. Short of a shooting war, I do not know 
of anything, especially in this technical aid field, where it will provide 
jobs for former Government employees or college professors, that 
could not wait until at least the following year, and in most instances 
you may not have to wait 90 days. 

All of these things do not happen just a day after you get the 
money. It comes up during the year. I believe you agree that this 
program should be t ightened up toa point that you would not rush in 
and find projects which have never been mentioned or justified, and 
make a partial obligation on something that could go into tens of 
millions of dollars. We have established transactions here today 
that are absolutely astonishing. 

Mr. Grant. Sir? 

Mr. Passman. Yes, sir. 

Mr. Grant. IT just wanted to say that there are situations in which 
the time element is such that changes do have to be made or actions 
which need to be taken in the e foreign policy interest of the United 
States, in which we cannot- 
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TECHNICAL AID 


Mr. Passman. In the technical aid field on some project under 
which to send some college professor over to some foreign country % 
Have we reached the point that this dollar diplomacy goes right into 
the colleges, universities, schools, and cornfields; and if some for eign 
government says, “We want to send 10 of our men over to some school 
in America,” you cannot wait for that until the following year? 
Have we gotten our country into that mess? 

Mr. Grant. Sir, the answer is that there are situations in which it 
would be distinctly detrimental to the interest of the United States. 

Mr. Passman. In this technical aid field 4 

Mr. Grant. Yes, sir. 

Mr. Ipr. The resumption of the technical aid program with Egypt 
was a high-priority item. 

Mr. Passman. You had authority and money for that. That was 
bad enough, to say that you would spend 50 and spend 800; but I am 
talking about projects where there was no justification before this 
committee; they had not been justified; they were not mentioned. 
We did not have the name, and we did not know the country. You 
enter into some project, and start it, and obligate this country for 
partial payment on something it may take until 1975 to complete; and 
once you get the thing started, it is hard to stop it. I am not going 
to be foolish enough, “regardless of how complicated we have gotten 
in our foreign policy, to even start to admit to the need of some of 
these technical aid programs. 

The hearings will be recessed until Monday morning at 10 o’clock. 


Monpay. May 9, 1960. 


Mr. Passman. The committee will come to order. 

On Friday we concluded the examination on the Middle and Near 
East. We have scheduled hearings on technical cooperation, Far 
Kast. 

AMERICAN UNIVERSITY OF BEIRUT 


However, I believe we agreed we would discuss the American U1 
versity of Beirut br iefly this morning. I shall state for the saat 
that some information was given to me, and it can be verified that 
for the American University of Beirut, Lebanon, with reference to 
the annual cost of student training, the tuition for the regular student 
in arts and sciences is $350; medical, $650; and the remainder of the 
cost comes out of endowments. 

The cost to ICA for each student sent to the American University 
of Beirut, where there is no part of the endowment applicable: arts 
and sciences, $1,500 per year, for Soren, 300 students; en- 
gineering and agriculture, $2,000 per year, for approximately 300 stu- 
dents; and in medici ine and public he: ‘Ith ‘there are approximately 75 
students, and the cost. is $2,800 per student per yea 

This is a postgraduate school. The adaae are sent from other 
universities to the American University of Beirut for postgraduate 
training. It is supposed to be among the best agricultural colleges in 
the world, according to the information which I have received, 
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The Rockefeller Foundation is standing by to provide up to $500,- 
000 a year for a period of 10 years to set up complete facilities for 
postgraduate training in medicine, in order to help take care of all 
schools in that part of the world. This would make it unnecessary 
for the students to come to America for postgraduate work in medi- 
cine, because it is a matter of record that students, after they have 
completed a course here, use every method known to keep from return- 
ing to that part of the world, once they have been exposed to America 
with its standard of living and its environment. 

It is further indicated this is entirely a nonsectarian school. I 
might add, by way of additional explanation, it is nonpolitical and 
nonpartisan. The board is composed of Catholics, Jews, and Protest- 
ants. I think that fact should also be stated for the record. 

If there are witnesses present who would like to enlarge on what I 
have said we shall be pleased to hear them. 

Mr. Grant. As I understood, what you desired was an insert for 
the record on this and it is being provided. You will have it before 
tomorrow morning. We also believe AUB has a very major contribu- 
tion tomake. There are certain functions that the AUB ean perform 

very ably. There are others, even in the field of agriculture, where 
they have limitations as compared to individual institutions in the 
United States, or elsewhere. 

Mr. Passman. If you can refute the information given to me— 
that it is among the finest agricultural institutions in the world— 
do so. You want to insert information. I was in hopes you would 
be prepared this morning to help dispose of this one item that is in 
the Middle East, rather than have to insert something in the record. 
I wish you would be more complete about the limitations on the 
agricultural college, because it is supposed to be one of the best in 
the world. But if you wish to insert information you may do so. 


NEW TECHNICAL AID CONTRACTS PROPOSED FOR 1961 


Here is some information we are going to need by tomorrow 
morning, if it can possibly be made available by that time. 

What is the number of new contracts proposed to be entered into 
in the fiscal year 1961 in the technical aid program / 

What is the estimated cost of these new contracts in the fiscal year 
1961 ? 

What is the estimated cost to fully finance these new contracts 
subsequent to 1961, and what is the total cost to fully finance all new 
contracts to completion ? 

In what year is it estimated these new contracts will be brought toa 
conclusion ? 

How many of the new contracts would be with universities, colleges, 
engineering firms, and other organizations similar to those with which 
we have had contracts in the past ? 

What is the estimated number of additional U.S. technicians re- 
quired on all new contracts ? 

(The information requested appears in the appendix on p. 3079.) 
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USE OF DEOBLIGATED FUNDS FOR NEW PROGRAMS NOT SUBMITTED TO 
CONGRESS 


Mr. PassMan. I discover over the weekend it was very forcefully 
indicated to me that I might be wrong when I stated the ICA had the 
right to take deobligated funds and enter into new contracts that 
had not been submitted to the Congress, or the Appropriation Com- 
mittees of the House and Senate. It was my understanding that the 
Inspector General stated last Friday that you could take those funds 
and enter into new contracts that had not been submitted to the Con- 
gress prior to the starting of the contract. Am I correct in stating 
that 

Mr. Murrnuy. Yes, you are. That is certainly my understand- 
ing. 

Mr. Passman. Is that the understanding of Mr. Grant, that you 
can take deobligated funds out of the technical aid program and start 
new programs that had not been submitted to the Congress, or the 
Appropriations Committees of the House and Senate ¢ 

Mr. Grant. Yes. 

Mr. Passman. I win that round. It was so farfetched I could 
not believe such a thing was in the law. Certainly you could take 
the deobligated funds of $19 million in 1959 and involve this country 
in an additional billion dollars’ worth of contracts by starting them 
and then havmg us appropriate additional money to carry them 
out. 

Now, this is something we should have immediately 

Mr. Granr. You would like to have this by tomorrow morning? 
Mr. Passman. Something like that. 
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ESTIMATED, UNEXPENDED BALANCES, 
What is the estimated unexpended balance in the entire mutual 
security program as of June 30, 1960 / 

Mr. Murpuy. $4.714 billion. 

Mr. Passman. $4.714 billion will be the amount of unexpended 
funds in the program at the close of this fiscal year, June 30, 
1960 7 

Mr. Murpeny. That is correct. 

Mr. Passman. Would you be able to give us a statement break- 
ing that down by categories—the accounts in which this unexpended 
fund will be? 

Mr. Murpny. Yes. 

Mr. Ruopres. Do you think it might be a good idea to also get in 
the record the amount of the unobligated funds / 

Mr. Passman. That is an excellent request, and in previous years 
we have always requested that information. I say, however, with all 
due respect to our distinguished witnesses, that it does not amount to 
very much, because in the military if you cannot obligate you reserve, 
and what they do not throw in behind reservations could be put on 
a very small piece of paper. We established that for technical aid 
ilone for the fiscal year 1959, the last complete year, they actually 
had $19 million deobligated: and by using vour imagination, or T will 
use mine, and being jus st a little bit pointed about it—and this would 
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apply not only to the witnesses here but those out in the field—they 
obligate the money, and then after it is obligated they find out they 
were in too much of a hurry, the projects had not been properly 
planned, so they deobligate the money; and that gives them new 
money to make new starts that have never been presented to ~~ com- 
mittee. But if you have not succeeded in getting all of it in one 
of those reservation categories, will you Please inform the commnitian 
as to any estimated unobligated balances ? 

Mr. Ruopes. By program. 

Mr. Merruy. Yes, we will. Did you say “estimated,” Mr. Chair- 
man ¢ 

Mr. Passman. If you have it accurate it would be better than 
estimated. 

Mr. Murrny. [t would have to be estimated. If you did not say 
it, I will. 

Mr. Passman. If you are good enough to tell us without an estimate 
we are going totry to help get you another promotion. 
(The information requested follows:) 













Estimated unex pe nded balance, June 30, 1960 


{Dollars in thousands 


Estimated unexpended balance 
June 30, 1960 









Unobligated- I 


nliquidated Total 
unreserved reservations unexpended 






ilance 









Gri 





1, mutual security grat 384 


1459 4. 329, 506 4 713. 665 












Military assistance 35. 000 2, 044, 246 O79, 24 
2. Development loan fund 340, 343 816, 653 1, 156, 90 


Economie assistance (excluding DLI 8,816 1, 468, 607 1, 477, 423 





















3. Defense support 758, 001 758, 001 
4. Development assistance 57, 769 57, 769 
5. Special assistance 223, 489 223, 489 
6. President’s fund for Asian economic development 61, 247 61, 247 
7. President’s contingency fund 138, 695 138. 695 
8. Technical cooperation 167, 617 167, 617 
9. Technical cooperation (United Nations) 14, 400 14, 400 
10. Technical cooperation (Organization of American State 200 1, 108 1, 308 
11. Joint control areas 14 14 
12. Atoms for peace 9, 423 9, 423 
13. North Atlantic Treaty Organization RY 89 
14. Intergovernmental Committee for European Migration 1,737 7, 463 4, 200 
15. Program of U.N. High Commissioner for refugees 900 nM 
16. Escapee program 333 4, 187 4, 520 
17. U.N. Children’s Fund 10, 926 10, 926 
18. U.N. Relief and Works Agency (Palestine Refugees 6, 476 4,481 10, 957 
19. Ocean freight, voluntary relief agencies 50) 1, 423 1, 473 
29). Control Act 
91. Administrative expenses, sec. 411(b) (ICA 6, 556 6. 556 
o9 Administrative expenses, sec. 411(c) (State 20 819 839 







| Includes $324,300,000 of loan agreements approved but not signed as of June 30, 1960 

2 In addition, experience of previous years has indicated that unobligated balances in various appropria- 
tions at the end of the year will approximate $15,000,000. There is no basis, at this time, for identifving this 
amount by individual appropriations. 


Mr. Murrrry. May I make a brief comment on this? 
Mr. Passman. Makea lengthy one, if you wish. 

Mr. Murrny. I understand the committee’s concern and I think 
there is something on the other side that might be somewhat reassur- 
ing. First of all 2 years ago in enacting the Mutual Security Act 
Congress incorporated section 517 which prohibited the incurrence of 
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any obligations in the mutual security program in excess of $100,000 
until satisfactory engineering cost estimates had been made. This 
was, I think, personally, a very great step forward and certainly 
tightened up the plan. Last year on its own 7 the ICA es- 
tablished a new ground rule which was effective July 1, 1959. This 
new ground rule required the field missions to abstain from incurring 
any obligation with a foreign government, in a project agreement, 
unless it had the implementing documents, project implement: ition 
orders, that were required to get action underway—the implementa- 
tion document to be issued simultaneously with the signing of the 
project agreement, except in very unusual cases which involve prior 
clearance with the Washington office. I think the combination of the 
two things, the enactment of section 517 and this ae rative rule, 
that was effective for the first time in fiscal year. 1960, are together 
going a long way in tightening up the shianiaee that are recorded 
under technical cooperation, defense support, and special assistance 
programs. And I am sure, Mr. Chairman, over the near future you 
will see the effect of these in your examination of the programs. 

Mr. Passman. That would sound encouraging if you were not in 
this year for the highest request you have ever made of the com- 
mittee. Soif by “tightening up”’—— 

Mr. Grant. On technical cooperation it is $7 million less than last 
year. 

Mr. Passman. If it is less 1 am going to eat this paper 

Mr. Mureiry. He means less than last year’s request. 

Mr. Passman. Iam talking about appropriations. 

Mr. Murrry. It is an increase over last year’s appropriation. 

Mr. Passman. If you are “tightening up” in these contracts and 
it makes it necessary for you to request more money, we wish you 
would go back to the old system. 

Mr. Murrny. The increases are a reflection of greater requirements. 

Mr. Passman. Something like the 676 contracts with 104 universi- 
ties and colleges in 30 States and the District of Columbia, and 44,000 
employees in the entire program. 

Mr. Murreny. The planned programs in additional countries, Mr. 
Chairman, account for a portion of the increase. 

Mr. Passman. And every year there is more, and I am still waiting 
for you to give us a list of a few things you have not thought of to 
get into this program. I went over during the weekend some of the 
most fantastic things in this program the mind of man could conceive 
and it is just absolutely unbelievable some of the contracts you have 
entered into, but that we shall discuss as we go along. 

We have been on the hearings about 9 weeks, and I have no intention 
of changing the type of examination we have had, because I think we 
have helped smoke out some very questionable conditions in this 
program. 

We are going to have to go to night hearings. So our hearings will 
run from 10 to 12: 1:30 to 5, and 7 to 10. It that agreeable with the 
witnesses as well as the members ? 

Mr. Murrnuy. Yes, it is. 

Mr. Passman. Is it agreeable with the committee ? 

Mr. Ruopes. Yes. 
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Mr. Passman. We have with us this morning the Honorable 
J. Graham Parsons, Assistant Secretary of State for Far Eastern Af- 
fairs. 

Mr. Parsons, do you have a statement to make to the committee / 


GENERAL STATEMENT ON Muruant Securiry ProGRAM FOR THE Far 
East 





















Mr. Parsons Yes; I do. 

Mr. Chairman and members of the committee: As this is the first 
session this year at which testimony on the mutual security program 
for the Far East is to be heard by your committee I should like to 
discuss the program for the area—its military as well as economic 
elements—in the context of its relationship to the objectives of U.S. 
foreign policy. 

The total of appropriations requested for military and economic 
support to the Far East region for fiscal year 1961 is $1,251 million, 
of which $692 million is for military assistance and $539 million is 
for economic and technical assistance. Of the latter amount, $493 
million is for defense support, predominantly to maintain the de- 
fensive strength of Korea, Vietnam, and Taiwan: $36 million is for 
technical cooperation, and $9.5 million is for special assistance. 

For the current fiscal year, the proposed program for the Far East 
now totals $1,104 million, of which $564 million is for military assist- 
ance and $540 million is for economic and technical assistance. Of 
the latter amount, $501 million is for defense support, $34 million is 
for technical cooperation, and $4.85 million is for special assistance. 

For economic growth we are relying primarily upon the Develop- 
ment Loan Fund, which in slightly more than 2 years has approved 
loans totaling $199 million in the Far East. We expect the Develop 
ment Loan Fund to play an increasing role in the development of the 
area. 
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The most significant difference between the amounts programed for 
the Far East region for fiscal year 1961 as compared with fiscal year 
1960 is an increase of $128 million in the category of military assist- 
ance. More than half of the $692 million requested for military as- 
sistance is directed to Korea and Taiwan to maintain and selectively 
modernize forces which are essential to the forward defense strategy 
of the United States. This selective modernization is overdue. 

I should now like to discuss the area for which the Bureau I repre- 
sent has foreign relations responsibility. It extends from Japan and 
Korea on the northeast through China and southeast Asia around to 
Burma and down through Indonesia to Australia and New Zealand. 
Well over a third of the people on earth live in this area, more than 
650 million in Communist China, North Vietnam, and North Korea, 
and 350 million in 13 countries of the free Far East. These free 
countries are distributed on islands and peninsulas around the central 
heartland of Communist-controlled China. This fact is a constant 
preoccupation for all of these countries as indeed it is for us, too. 

It is our aim to help preserve the hard-won independence of these 
countries and to assist them in their aspirations for a better life for 
their peoples. We have long considered these aims to be important in 
our own broad self-interest but we also value our cordial and co- 
operative relations with these peoples for other, less materialistic, 
reasons. The harsh reality, however, is that they are menaced by the 
overbearing presence of Red China w hose leaders are dedicated, in the 
words of the titular chief of the P eiping regime, Lin Shao-chi, “to 

* * transform the present world into a Communist world.” Given 
the disparity in population, the peripheral position of the free coun- 
tries of the area, their lesser material strength and, for most of them, 


their newness, it is obvious that a grave imbalance of power exists in 
the Far East. It is our countervailing presence which redresses this 
imbalance and it must continue to do so. Nowhere, I venture to say, 
does the presence, prestige, and power of the United States play a more 
Vital role than in this area. 


REVIEW OF PAST DEVELOPMENTS 


In this pivotal year, at the close of a turbulent decade, I would like 
briefly to look first at the past, to see where we have come with the 
help of this program, and then at the future in an effort to foresee 
something of the nature and dimensions of the challenge ahead in the 
1960's. We might take this look in the context of a question, “Have 
we reached a turning of the tide in the Far East ¢” 

Looking back to the early 1950's, the picture was anything but 
promising. Following the conquest of the mainland by the Chinese 
Red Army, there were the devastating war years in Korea and on 
the Indochina Peninsula where the Communist aggressors threat 
ened to control the whole area. The turbulence of those years was 
also marked by Communist terrorism and armed insurrection in such 
countries as Indonesia, Burma, Malaya, and the Philippines. Pros- 
pects for the Government of the Republic of China were precarious 
and, of course, Japan had not yet recovered its vitality and strength. 


in Shao-chi “How To Be a Good Communist,” 1951. 





These were the unpromising circumstances which faced the mutual 
security program in the early days. The atmosphere was one of crisis 
and the constant paw was direct and indirect aggression. Hence 
the emphasis of U.S. policy was on security, to be attained through 
the support of loc al forces, through the creation of a defensive base 
system backed by our mobile military power and through the negotia- 
tion of bilateral treaties of mutual security and the multilateral 
ANZUS and SEATO. These countermeasures followed rather than 
proceded the repeated aggression of the Communists on both the 
northern and southern flanks of Communist China and in the Taiwan 
Strait. 

We take satisfaction that since 1954 there has been no further aliena- 
tion of territory to the Communists, that Communist probes in 1958 
in the Taiwan Strait and in 1959 in Laos were damped down and 
that Communist terrorism in most countries of the area has been 
largely eliminated. Although the activities of Communist China 
in all border areas indicate that stabilization is inimical to its 
objectives, stabilization has nonetheless been substantially achieved. 

The checking of the flood tide of Communist territorial expansion 
was accompanied by important political and psychological changes in 
many countries of the area. At the outset of the decade, former 
colonial peoples looked askance at the Western Powers whom they 
identified with their former exploitation and felt a certain affinity 
for the Communist powers whom they tended to identify with the 
cause of nationalism. 

In the last several years, however, the Chinese Communists, through 
various ill-judged acts, including their political and economic inter- 


ference in Japan, their belligerent action in the Taiwan Strait, 


their utter suppresion of Tibet despite written guarantees, and thei 
pressures upon India and Indonesia, have cast away the favorable 
image of themselves which the new countries of Asia had previously 
held. Increasingly the proper distinction is being drawn between the 
motivations of the free world and of the Communist world. None 
of these countries would now voluntarily accept Communist solutions. 
Since the Quemoy crisis the governments and, to an increasing extent, 
people in the Far East have become aware of the relations ship between 
American policy toward Red China and their very survival. The 
presence of the United States, its readiness to support its allies, and 
its demonstrated ability to do so promptly have helped to instill a 
new confidence. This has brought a degree of consolidation and 
progress which would have seemed foolishly optimistic in the early 
years of the decade. 

The mutual security program has been a vital instrument of policy 
during this decade of crisis and survival. At the close of the decade 
we may, I think, affirm that there has been a favorable turning of 
the tide in the free countries of the Far East, both from the stand- 
point of checking Communist expansion and from that of the 
psychology and attitudes of their peoples. 

These developments have, of course, implications for our future 
programs which must and will be considered. However, it is first 
necessary to consider the central question of whether within Red 
China and the other Communist-controlled areas there has also been 
or is in prospect a turning of the tide in our favor. 
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Let us ask ourselves if there has been any alteration of Chinese 
Communist objectives or any mellowing of its methods. 

At Warsaw, in our ambassadorial talks, there has been consistent 
refusal to renounce the use of force in the Taiwan Strait. 

Over Peiping radio there comes repeated demands for the United 
States to leave the Western Pacific. On March 4, Peiping radio 
quoted the People’s Daily, the official organ of the Chinese Communist 
regime, as follows: 

not only the Chinese people but also the Korean, Vietnamese, Japanese, 
and the Philippine peoples, as well as all those people in Asia who have suffered 
from U.S. aggression, including the peoples of South Korea and South Vietnam, 
have shouted: “U.S. imperialism, get out of the west Pacific! U.S. aggressors 
must go back where they came from! The west Pacific belongs to the people of 
the region!” No matter what reasons the U.S. aggressors use to justify their 
actions, they will absolutely not be able to hold their ground and will sooner 
or later be kicked out. 

Peiping’s intensely hostile attitude and intentions toward the free 
world in general and the United States in particular were vividly 
summed up last month in an article in the ideological journal of the 
Chinese Communist Party Central Committee, which is the Peiping 
regime’s supreme policymaking body. This article bitterly attacked 
persons who support the concept that peaceful coexistence between. 
East and West is possible and desirable, and insisted that so long as 
what the Communists call U.S.-led imperialism still exists, peace can 
be attained only through a “persistent struggle, bloody and bloodless, 
violent and peaceful, military and economic, educational and admin- 
istrative,” in which recourse to war should be accepted as both “neces- 
sary and just.” 

Again and again the Chinese Communists revert to tactics of bluster 
and threat as they did in January when the Japanese signed with 
us the new treaty of mutual cooperation and security. We may in 
future expect tactical shifts from time to time, but any fundamental 
change in Communist strategy is unlikely. We — recognize 
that there has been no favorable turning of the tide in Communist 
Asia so far as intent, attitudes, or methods go and none is in prospect. 


SINO-SOVIET ALLIANCE 


Looking ahead it is pertinent to assess, first, the solidarity of the 
Sino-Soviet alliance in the light of their respective national interests 
and, second, the prospects for continued growth in the military and 
industrial power of the Red Chinese regime. 

On the first question, it seems evident that up to the present the 
forces making for continued solidarity, a common ideology, the shared 
goal of Communist world domination, and the advant age which each 
partner derives from having a powerful ally at its rear, are of over- 
riding importance. Although Moscow speaks currently in terms of 
peaceful coexistence while Peiping talks in more militant accents, the 
Chinese Communists continue to recognize openly Soviet leadership 
of the Communist camp. They continue to derive new increments of 
military and industrial strength from massive Soviet assistance. 
However, there have been this past year indications that these two 
major Communist powers are not entirely comfortable with each 
other. Recent tactical and doctrinal differences are in fact an inter- 
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esting subject for discussion, particularly as projected toward the 
future. It would be imprudent, however, to plan on any assumption 
other than solidarity of the Sino-Soviet axis. 


COMMUNIST CHIN VS GROWTH 


It is when one ¢ ‘considers prospects for further growth of Communist 
China’s power that the continuing importance of the Mutual Security 
Program becomes yet more ev ident. 

A comparison of Communist China’s growth with that of the Soviet 
Union during their first two 5-year plans—1928-37 in the case of the 
Soviet Union and 1953-62 in the case of Communist China is enlight- 
ening. Total Soviet industrial output in the decade of its first two 
5-year plans increased by about 150 percent, while, on best available 
estimates Chinese Communist output will have increased by 300 per- 
cent during a comparable period. Growth in Soviet steel production 
was fourfold to 17.7 million tons while the comparable increase in 
China is about 18-fold to a projected 25 million tons by 1962. It 
seems clear that in the years ahead, in terms of overall economic growth 
and especially in heavy industry, Communist China could become one 
of the major powers. 

The rapidity of Communist ¢ ‘hina’s industrial de pe grag can be 
attributed in part to the ruthless organizational methods it has em- 
ployed and the total disregard for the human sacrifices aaa for 
the sake of production, and in part to the massive economic assistance 
it has received from the Soviet Union. Two hundred eighty-nine 
complete industrial plants have been or are to be furnished Commu- 
nist China by the Soviet Union, and these plants form what Commu- 
nist China calls the hard core of its entire economic development 
program. 

While many other factors enter into an estimate of national power, 
particularly in relation to capacity to wage modern war, the foregoing 
provides sufficient indication el the free Far East will continue to 
live for an indefinite period in proximity to a menacing neighbor 
with a formidable growth ania. It would be prudent at the least 
to assume that the imbalance of power will, as in the 1950's, have to 
be redressed from outside the area. 

Now the prospect outlined above is not necessarily one which will 
actually be realized over the decade. There is without doubt great 
weariness among the overworked and overagitated masses of rural 
and urban China. There is discontent; there are dislocations of pro- 
duction and distribution. Above all, agriculture lags behind even 
the regime’s revised figures and recent. reports mention the use of 
soldiers to quell food riots. The food problem may well vex Com- 
munist leaders for as long as they retain power and, when one considers 
that the Red army is derived from the peasantry, the potential threat 
to the regime becomes evident. Here again, however, it would be folly 
to base policy on an assumption of collapse. 

Inasmuch as Chinese Communist leaders are intoxicated with their 
doctrinaire anticipation of success, it is not to be expected that they 
will soon desire to reach any form of accommodation or will see any 
on to modify, except tactically, their harsh attitudes. We must 

istead anticipate that the Chinese Communists will resort to force 
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whenever it suits their purpose and that the threat of force (spoken 
or unspoken) will remain a major instrument of their policies. The 
rigid ideological demands of the Peiping regime can result only in 
the maintenance of pressures and tensions and will inhibit it from 
seeking genuine compromise on international issues. 

During these past several years Chinese Communist leaders have 
amply demonstrated to us, to their neighbors, in fact to the whole 
world their arrogant and aggressive : attitudes. Whether in the War- 
saw talks or elsewhere, they confront us with only two alternatives. 
Either we must continue to do what is necessary to deter or defeat 
their aggression or we must make overtures which would be regarded 
by them and by our allies as an indication of weakness or weariness. 
It has, I think, become clear to most of us that this latter alternative 
would have the most grievous effects and would jeopardize all that 
has been gained in the free Far East in the 1950’s'where, as I have 
suid, we feel that there has been a turning of the tide. There has 
been no ebb in Communist China nor can we safely proceed on the 
assumption that there is one in prospect. 

From the foregoing you will note that out of the experience of the 
1950°s we believe we are confronted with two somewhat contrasting 
situations. The situation of the free countries has improved, our 
relations with them have generally become closer and more under- 
standing, and the out!ook is promising. On the other hand, the sit- 
lation with respect to Communist China is just as intractable as 
before and we must be prepared for the possibility of continuing and 
perhaps increasing challenge to us and to the free countries of the 
area 

Given the reiterated and truculent statements of Chinese Communist 
objectives, there must in our opinion continue to be heavy emphasis 
on the military aid and defense support sectors. In that connection 
I would like to emphasize that the conventional forces of our friends 
and allies in the Far East provide an important measure of immediate 
deterrence to Communist probes. Those forces are, moreover, neces- 
sary if we are to continue to have a capability for flexible, graduated 
response to Communist probes such as we have witnessed for these 
past 2 years. ‘They provide a time cushion, not merely for the interval 
until mobile U.S. and other free world forces can be brought to beat 
but for the effective use of diplomatic and psychological] dene 
In the absence of such a time cushion the reaction to a Communist probe 
would be a choice between withdrawal and holocaust. But, with ready, 
trained, conventional forces present, the means are available to make 
a graduated, flexible response until the degree of risk becomes greater 
than the Communist aggressor may feel prepared to accept. We 
thus believe that the maintenance of these conventional forces is an 
important element in free world efforts to preserve its integrity and 
the general peace. 

DEFENSE SUPPORT 


An import unt segment of aid to the three divided countries of the 
Far East is in the form of defense support to help those countries 
carry the costs of their heavy military burdens. It is in these coun- 
tries, with their former internal economic structures fraemented by 
demarcation lines, neutral zones, or the Taiwan Strait, that support 
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on a grant basis seems unlikely to be wholly replaced by loans. None- 
theless, every effort is being made to emphasize their economic recon- 
struction concurrently with the provision of military assistance. 

We have long realized that mere survival is not enough for the free 
peoples of the Far East. Social and economic progress, rising stand- 
ards of living, plus mature and stable national institutions, are all 
necessary if their aspirations are to be met and if the Communist 
forced-draft methods of production are to continue to be rejected, 
Particularly in the light of the efforts which these countries are mak- 
ing to insure survival, the United States should continue to give em- 
phasis to the other major objective of the mutual security program, 
economic development. Such an emphasis should be related to the 
favorable turning of the tide in the free countries of the Far East. 


ECONOMIC SUPPORT 


In planning economic support in this part of the world, whether we 
are dealing with time or with techniques, we should remember that 
there is a basic difference between our past efforts in Europe and 
our current efforts in the Far East. In Europe the task was rehabili- 
tation. In Asia, it isa task of creation. In Europe we worked with 
mature, advanced nations in a well-integrated central region. In the 
Far Fast, we are working in what is not truly a region at all and 
chiefly with new countries who have had everything to learn for 
themselves. While they have made heartening progress, economic 
viability is for some of them still far off, particularly in view of their 
need to divert so much of their resources to defense against the varied 
Communist efforts to impede and disrupt their progress. 

Finally, in closing, I should like to revert once again to the central 
preoccupation of all of these countries and of ourselves in the Far 
East, namely the implacable Chinese Communist regime. Over re 
cent months we have seen in varying degrees in all the countries of 
the free Far East, apprehension lest steps, taken in our unremitting 
search for a decent peace, should be the precursor of some form of 
compromise with the Chinese Communists. Accordingly, in the Far 
East. we will be concerned with assuring that the efforts being made 
to achieve a détente with the Soviet Union shall not unsettle and 
unbalance the Far Eastern region where in 1960 the situation is 90 
much more promising than appeared possible only a few years ago. 
It is our conviction that perseverance in this effort. and maintenane 
of our basic posture and policies in the Far East is essential. Only 
thus can the countries there be assured that they can count on us in 
the face of Communist threats. Such confidence on the part of na 
tions of the free Far East is a prerequisite to continued relative success 
in the 1960's for us and for them. 

In the years just ahead, we can be certain of one thing. The free 
countries of the Far East will depend for their continuing survival 
and growth upon the continuity of U.S. policy. This means the 
continuation of economic and military aid to help them resist Com- 
munist attempts to encroach upon their freedom and frustrate their 
peaceful economic development. Our policy can continue to suc ceed 
if we make adequate provision for its support and persevere in our 
chosen course of action. 


Mr 
Mr 
We 
ing’ t 
think 
In 
polic’ 
auby 
once 
that: 
100 li 
ling 


LOO 11) 


Th 
md 
Mare 


Mr. 
report 
ratl 
Con 
Zress 
are bi 
will 
He 


irs 


It 


from 


An\ 
bare 
gate 
Lamp 
Rec 
tigu 
No 
Busin 


Usnal 
Cha 
they ¢ 
the 
been f 
Noy 
rdere 
Witho 
Th 
s() | 
nent 
Bu 
ent 
and 
nfor 
for s 
all oO 
the J 



























































e-} Mr. Parsons. Thank you, Mr. Chairman. 
m-| Mr. Passman. Thank you very much, Mr. Secretary. 

We shall not go into any great detail relative to the militar y, know- 
ee} ing that you participate in top-level discussions of the need, but I 
d- } think we should mention a few at this point and have your comments. 
all I might state that whether or not this committee agrees with the 
ist policy in whole or in part, or not at all, it is our responsibility and 
ed. J duty to provide sufficient funds to support the policy of our country, 
uk- f once it has been established. But, it has been said and proved so often 
m- f that a major trouble with this program is too much money, and not 
m, f too little, and it is causing great concern; and it seems now to be get- 
the } ting back to the very top echelon, that it can be that the trouble is 

too much, and not too little. 
(COMPTROLLER (JENERAL’S Revort 

wef These are the words of Mr. Campbell, the Comptroller General, 
hat F and I am quoting now from the Washington Daily News, Thursday, 
nd § March 3, 1960: 

ili- Mr. Campbell indicated that his criticism was based on a series of GAO 
ith reports—all of them Classified for security reasons—on the military aid program 
the § iuat least 10 countries. 
ind Comptroller General Joseph Campbell warned in his annual report to Con 

gress that, as a result of such excessive arms shipments, many allied countries 
for are building up military forces which the United States may be unable o: 
nie uwilling to support indefinitely. 
elr He listed the countries—without specifying which have received excessive 
‘ied arms | | . 

It may be worthwhile also to read this editorial into the record, 

ral f from the Monroe (La.) Morning World, of February 3, 1960: 
Far Anyone who speaks against military expenditures runs the risk of being 

Te harged with impeding the national defense. Even so, some examples of profli- 
: of gute and senseless spending, as turned up by Comptroller General Joseph 
ing Campbell, should be exposed. 

' Recently it was disclosed that the Army had laid in a 10-year supply of 
1 OF fatigue uniforms, or Army overalls. 

Far No businessman firm under the sun would do such an idiotic stunt as that. 
ade | Businessmen know that clothing deteriorates fast in value, whether worn or 
and not, and most of them are reluctant to carry goods over even for one season. 
. _ — Usually, they prefer to sell at a loss. 

5 80 Chances are that the Army will never use one-fifth of the fatigues and that 
igo. F they eventually will be sold virtually as junk to some of the stores throughout 
ince } te country which do a profitable business selling Army clothing which has 
nly been foolishly bought and foolishly sold. 

a Now Campbell has discovered that an Army logistical depot in Japan has 
SMF ordered a 4-year supply of tires and tubes—more than $55 million worth 
na fF Without even a place to store them. 

“8 Things like this are uncovering, in all probability, in excess of 

20 billion worth of excess, new, usable military material and equip- 
free F nent 
e ral : . 
prs sut, if we may move now to the actual report itself, because you 
HY nention the figure “sage you wanted or needed for the Far East 
hei ind this is from Mr. Campbell’s report, but you can get so little 
oa information because they throw a screen around this stuff, ostensibly 
ae : for security reasons, that not even Mr. Campbell is privileged to see 
ou 


all of these reports. But if I may read from his letter addressed to 
the Honorable Clarence Cannon, chairman, Committee on Appropria- 
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tions, House of Representatives, dated December 31, 1959, with refer. 


ence to the second paragraph of the report : 


The second paragraph of the report presents our findings of inadequate map. 
agement of the depot stocks and failure to utilize large quantities of excey 


materials available in the Far East and Pacific areas. 


Then, if we may move into the confidential report itself, as o 
December, we shall pick out on page 4—and he only makes a Spot 
check, because it would take 20 or 30 times the number of auditor 


that he has money to hire to actually dig into the program, so it i 
a question of spotting: 


At the time of our review we found outstanding purchase requests for tire 
and other materials amounting to about $1.7 million in excess of the requir 
ments. We also noted about 2,000 purchase requests totaling $2.4 million wer 
being held in suspension, awaiting funds for their issuance of requirement 
which in many instances had changed substantially from the time the reque 
was prepared. 

Also, we found that a 4-year supply of tires, valued at $55 million, had bee 
requisitioned from the continental United States excess stocks, although tl 
depot did not have the capability of storing them. 


Now, I just mentioned that to indicate a few instances of situation 
which are confronting the committee. 


ORDER FOR 4-YEAR SUPPLY OF TIRES 


Do you have any knowledge of what the Comptrolle r General he 
said there, specific: ally with reference to the order of $55 million wort 
of tires and tubes for Japan? 

Mr. Parsons. No, sir. 


Mr. Passman. Are you familiar with it, Mr. Inspector General 

Mr. Murpuy. I am familar with the report, Mr. Chairman. | 
should hasten to point out that the $55 million worth of tires a 
tubes were for the entire Orient and not for Japan alone. 

Mr. Passman. You are familiar with the $55 million worth of tin 
and tubes which they requisitioned in excess of requirements and f 


i 
which they had no storage place. 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. Did they cancel the order at 2 subsequent date? 

Mr. Murrnuy. Yes, sir. 

Mr. Passman. Do you know of any other orders that I have me 
tioned that have been canceled ? 

Mr. Mcurpny. With reference to that tire order, Mr. Chairman,! 
am not sure that the committee understands that the tires themselve 
were owned by the U.S. Government and were in the possession 
the military departments in the United States. In other words, th 
was not procurement of new tires. 

Mr. Passman. They had ordered $55 million worth of tires for th 
Far East. 

Mr. Mvurrriy. Yes; but they were to be from excess stocks held! 
the military in the U.S. Zone of Interior. 

Mr. Passman. That even makes it worse. They were going to sh 
$55 million worth of excess tires and tubes out of militar y-owned sto 
to the Far East, to be used in the military assistance program? 

Mr. Mcurrny. That is correct. Mr. Chairman. 


Mr. Passaran. Even though the military assistance program do 


not need them ? 


Mr. 


taken, 


East W 
Mr. 
Mr. 


Japan 


qlities 
in the 
Mr. 
stock ( 
Mr. 
Mr. 
Mr. 
ibout 
Mr. 
Mr. 
eedec 
Mr. 
Wo 
Mr. 
sk al 
Mr. 
Mr. 
Accou 
quate 
Mr. 
milita 
eral’s 
Mr. 
+-Veal 
Mr. 
Mr. 
Mr 
se 
Iw 
lum] 
that. 
nti] 
Mr 
ineor 
Mr 
Mr 


their 


igres 


Mh 





1719 


Mr. Murruy. They do need them but the GAO point was very well 
ken, that the storage facilities available for these tires in the Far 
East were inadequate. 

Mr. Passman. And, in excess of the requirements 4 

Mr. Murrpuy. And, as a result of the GAO report, the MAAG in 
Japan cut the order back to a 1-year supply so that their storage fa- 
lities in the Orient would be adequate, but the remaining tires stayed 
inthe United States. 

Mr. Passman. Which is a clear-cut. case of dumping excess military 

tock on nations in excess of their needs. 

Mr. Mureny. I would not say so, Mr. Chairman. 

Mr. Passman. I would not ee you to say so. 

Mr. Murrpuy. I would prefer you to question the military people 

about this when they come up. 

Mr. Passman. There are ways—— 

Mr. Murpny. It is not my understanding that the tires are not 
needed. They did not have adequ: ite storage space for them. 

Mr. Passman. The tires were in excess of their needs. 

Would you like to comment on the other items? 

Mr. AnDrews. Before you leave the tire item, Mr. Chairman, may I 
sk a question about them ? 

Mr. Passman. Yes, sir. 

Mr. Anprews. Was that order canceled before or after the General 
Accounting Office concluded that the storage facilities were inade- 
quate ¢ 

Mr. Mcrreny. It was after, Mr. Andrews, as IT understand it. the 
uilitary departments involved conceded that the Comptroller Gen- 
eral’s point was well taken and they cut the order. 

Mr. Anprews. If it had not been for the report, the chances are, the 
tyear supply would have been shipped over there? 

Mr. Mureuy. There was a danger of that. 

Mr. Anprews. Thank you, Mr. Chairman. 

Mr. Passman. We are not going to go into very many of them, be- 

use the Secretary is dealing w ith policy , and not necessarily detail. 

I want to commend the Inspec tor General for trying to defend this 
dumping process on the part of the military, but I do not know whether 
that is in his field; and I think it is appropriate that we do wait 
intil the military comes down, and that we question them. 

Mr. Murpny. I did not mean to imply that the GAO report was 
incorrect. 

Mr. Passman. I know the gentleman would not try to defend it. 

Mr. Murrny. I said to Mr. Andrews that when the GAO called 
their attention to it, the order was cut back to a 1-year supply. 

Mr. Passman. The fact of the business is that they canceled it. Did 
you not testify earlier they did ? 

Mr. Murrny. They canceled a 4-year order to a 1-year order. 

Mr. Passman. So, that, at least. checked a little bit of the dumping, 
{I want to use that word “dumping”? 

Mr. Murpny. If you want to use it. 

Mr. PassMAN. It is easy to understand. 

Mr. Murpeny. I just did not want anything I said to be implied as 
agreeing, Mr. Chairman. 

Mr. Passman. I would not expect the gentleman to agree with me. 
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Mr. Parsons. Mr. Chairman, could IT comment on one statement 
which IT beheve the Comptroller General made / 
Mr. PassmMan. Yes. 


FORCE LEVELS 


Mr. Parsons. It was the reference to his fear that we were creat- 
ing a force level that we might be unwilling to support indefinitely, 
[ hope, very much, that he is wrong as to our willingness to give ace. 
quate support in the future. Of course, I hope also that the capacity 
of the Far Eastern countries to support their own forces will increase, 
but. to put this size of forces in the Far East in a somewhat different 
perspective, I think it is interesting to note, according to a little study 
we did some time ago, that with a total population of around 930) 
million the European NATO countries maintain forces totaling 
around 3.7 million men. or 114 percent of the total population, 
Whereas, in the Far East the Allied countries, with a population of 
around 195 million maintain forces totaling only around 1.7 million 
or nine-tenths of 1 percent of the total population. 

Now, the population of the U.S.S.R. is, roughly, equivalent to that 
of the European NATO countries. Of course, the Eastern European 
satellite countries add to that, but in startline contrast in Red China 
the population is over 5 times that of our Far Eastern allies and, as we 
all know, the Communist Chinese are not only seeking to build up 


the quality of their forces, but they are showing an increasing trucu- 
lence and aggressiveness. 


“DUMPING MATERIAL OVERSEAS IN EXCESS OF REQUIREMENTS 


Mr. Passman. Would vou think that, possibly, Mr. Campbell had 
in mind the practice of dumping? If the ¢ ‘omptroller General had 
sufficient auditors to go into all phase of that, or even if vou would 
take the 76 investigations conducted by the Army, the Air Foree, and 
the Navy, and put them in effect, no doubt vou could justify reducing 
the military by half. Those reports are also secret, but T trust that 
the committee may have a look at them: and we are going to ask for 
them, anyway. 

T am sure that if you would multiply this and other examples by 
the number of them, then you would understand better to what Mr. 
Campbell is referring. If you had shipped everything else out there, 
and dumped materiel in comparison to this $55 million worth of tires 
and tubes—a 4-year supply—then, certainly, the nations would gain 
the impression that you were trying to get cs to utilize all that. And 
if you may carry this a bit further, in this gentleman’s report—and I 
was trying not to take up too much time—on page 5 it says: 

Although the depot did not have the capacity for storing them, we also found 
other indications of ordering and stocking more materials than were needed. 

Again, it is so well documented, past and present, and it causes the 
= a lot of concern. We do not have sufficient staff to invest 

gate it fully and neither does the Comptroller General. But, even 
an he makes a spot check, he uncovers so much of this stuff until 
it positively alarms the committee. 

I might say, Mr. Secretary, if you go far enough into it, you will 
find that one of our MAAG chiefs in Taiwan, T believe, stated that 
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of the materiel sent to them, about 75 percent to 90 percent of it was 
on hand and usable; and, subsequent to the hearing, they had the right 
to check the transcript, and he modified it to some extent to apply the 
word “obsolescent.” Later, in hearings on five countries in Europe 
there was a clear-cut indication that the large amount of equipment 
we had provided was on hand and in a good state of repair, and some 
soe said as much as 95 percent. 

», it would certainly boil itself down to possibly a need for nae aD 
ee and not some products whereby the Defense Department, 
our unbelievable system of overpurchasing, has a right to dump it in 
on these countries, and make them take it against those countries’ pro- 
grams, in order that they could get a new check and do the same thing 
all over again. 

We hope the military will be prepared to give some answers, so we 
will know more about what should be done. 

With respect to the details on technical aid for some of these coun- 
tries, Mr. Secretary, who will answer the questions? Of course, you 
have a right to call on the witnesses with you, but who is going to do 
the answering ¢ 

Mr. Mureny. The Secretary, Mr. Chairman, is prepared to answer 
any questions which the committee may have about the basic policy 
motivation for assistance. When you get to the point of the det: nailed 
questions on technical cooperation, we have Mr. Roseman, who is the 
ICA regional director for the Far East, and Miss Granby and Mr. 
(rant. 

Mr. Passman. I should like to yield to Mr. Rhodes on the Secre- 
tary’s statement involving policy questions. 

Mr. Ruopes. Mr. Secretary, I want to compliment you on your 
comprehensive statement. It certainly, as far as I can see, sets forth 
the situation in very clear terms. 

Mr. Parsons. Thank you, Mr. Rhodes. 

Mr. Riropes. And there is very little doubt but what the Communist 
world, not only in the Far East but elsewhere, is continuing the works 
and policies of Lenin as far as their ultimate intention is concerned of 
making this a Communist world. 


DIRECTION CHINESE COMMUNISTS MIGHT MOVE IN FUTURE 


Is there any indication as to what direction the Chinese Commu- 
nists might move in the future as to direction? Are they looking still 
toward ee Asia, or are they preoccupied with Korea or with 
Taiwan, or just what part of the perimeter do you think they might be 
inte aan probe first ? 

Mr. Parsons. Well, Mr. Rhodes, this is a very difficult question to 
answer, because they have a completely closed system, as you know, and 
they occupy the internal central position and can move out in any di- 
rection which they wish to do. 

We have no present indication of the direction in which a military 
Initiative might be taken. On the other hand, we can be certain that 
they are ready and anxious to exploit any opportunity along the entire 
periphe ry of Communist China. 

We have noticed in a wide variety of situations in the last few years 
that they do not like a situation of tranquility at any place along the 





frontier. Should the situation in Korea become unstable for in- 
stance—I am using this purely as an illustration—there is no doubt 
that we would very quickly see an effort on the part of the Chinese 
Communists and the North Koreans to exploit that situation. This 
is why it is so desirable for that situation to be stabilized and regu- 
larized very promptly. We have in that connection a great deal to be 
thankful for, that the recent disorders there were terminated, in large 
part, so very quickly. 

There is no doubt but what the greatest vacuum of power is in the 
southeast Asian region. However, this, to my mind, reinforces the 
importance of maintaining the conventional forces of our allies in 
that area at a high degree of readiness and efficiency and at the ap- 
proximate force levels which our military have up to this time con- 
sidered desirable. The presence of these very sizable forces does 
exercise some degree of deterrent effect upon the freedom of action of 
Communist China. At the same time the existence of these forces, 
as I indicated in a passage in my prepared statement, does give more 
capability to the free world to resist different kinds of Communist 
probes and attacks. It would be very difficult for the United States 
to maintain, for instance, large conventional forces in the Far East. 
This would be a staggering burden for our people and our taxpayers. 
The advantage which we derive from having the large conventional 
forces of our allies is a very considerable one from this point of view 
too. It also means that between us we have different ways of meeting 
the varied situations which the Communists pose for us. 


DEVELOPMENT OF LESS POPULATED AREAS 


Mr. Ruopes. Aside from the doctrines of communism, you also 
must consider in any formula which you might try to derive to deter- 
mine the motives of Communist China, the fact of a large and ex- 
ploding population—and, of course, the attendant desire to provide 
more land and more facilities for this population. 

Is there any tendency that we know of, or any effort on the part 
of the Chinese Communists to develop the less populated areas in 
their own domain instead, perhaps, of probing to the south and 
southeast ? 

Mr. Parsons. Yes, sir. Answering you in very general terms, there 
is a very massive and energetic effort being made to develop the 
northwestern areas of China. Some of the large, new industrial com- 
plexes are being developed in that particular area, and this means that 
there are very large numbers of laborers and workmen employed 
there. At the same time a great effort is being made to build up 
communications into Tibet, and roads, and also military installations 
in that area. Generally speaking, a massive effort is being made in 
those areas to build them up rapidly. Ido not mean to imply by that 
that they are being built up as an outlet for the population. They 
are being built up primarily as centers of industrial and military 
strength in areas that are considered to be relatively secure. 

The development is for the purpose of using the national power 
of Communist China rather than as an outlet for this expanding 
population or for any other humanitarian purpose. 

Mr. Ruopes. But, it would probably have the same effect. It would 
be a corollary effect no matter what the motivation, and the pressure 
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would then be somewhat relieved on the more densely populated areas 
of the older sections of the country ¢ 

Mr. Parsons. For the time being at least it would have some effect 
in that direction. How permanent it would be, or what degree it 
would be, I would hesitate to estimate. 


INDIAN BORDER SITUATION 


Mr. Ruopes. Does the border situation with India have any motive 
which is not apparent? What do you think the Chinese Communists 
intend to accomplish by what appears to those of us who are not in 
a position to know to be a rather senseless sort of probing, having the 
effect, at least on the surface, of doing nothing but alienating some 
people who have previously demonstrated that “they would like to be 
friends with Communist China? 

Mr. Parsons. Before answering, Mr. Rhodes, may I confirm from 
the chairman my understanding that if we discuss a delicate political 
matter here, that subsequently I would have the opportunity to delete 
sensitive passages ? 

Mr. PassMAn. Witnesses may take from the record anything deal- 
ing with security or confidential or secret information. 

Mr. Parsons. Because I hesitate to make remarks about the Indian 
situation. 

Mr. Ruopes. I would not have asked the question if I had not known 
you could have taken it off the record. You may proceed with full 
assurance along that line. 

Mr. Parsons. We tend to feel that the immediate occasion for the 
troubles along the Sino-Tibet frontier with India was indeed the 
incidence of Tibetan rebellion and the fact that the Chinese Com- 
munist forces sought to seal off in an effective way the frontier, thus 
creating a confrontation which has not existed before. So, this was 
probably the immediate occasion for the troubles. 

However, it is a fact that throughout China’s history there has 
been an effort to assert that China’s frontiers go, indeed, well beyond 
those which have been the accepted frontiers of India. So there has 
been, from the Chinese viewpoint, an unresolved issue over the loca- 
tion of the frontier. However, we also think that this matter goes 
beyond the mere existence of this historical difference. We think 
that the pressures which the Chinese Communists have exerted on 
India are, in part, at least the reflection and outcome of this militant 
aggressive regime which seeks to expand its power wherever it can. 
We feel that it is virtually inherent in the nature of Communist 
regimes to seek to expand and dominate new areas when they have 
the opportunity. In fact, the stated objectives of communism are to 
bring the world under Communist domination. 

Now, it m: iy well be that among the motives of the Chinese Com- 
munists was the motive of seeking to place the Indians in a difficult 
and humiliating position and to demonstrate to other people in Asia 
that it is Communist China which is the dominant power and the 
power to be reckoned with, and that India does not have a similar 
Status. 

This pressure came at a time when, perhaps, Indian opinion with 
regard to Communist China had begun to reflect added concern and 
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added realization of the threat which Communist China represented 
and added understanding of the nature of the Chinese Communists 
and of the fact that they would, indeed, cause difficulties. With that 
development, the Chinese Communists had less reason to hope that 
the Government of India could be useful to their purposes as, perhaps, 
they had hoped before when Mr. Nehru so patiently endeavored to 
build up a friendly rel: ationship or, at least, an amicable “live and let 
live” attitude along India’s frontier. 





SOUTHEASTERN SIBERIA 





Mr. Rnopes. Of course, another interesting geopolitical fact is that 
probably the largest uninhabited area which might conceivably be 
available to the Chinese is southeastern Siberia which, of course, is 
owned by their ally, the U.S.S.R. 

Does it appear that within the foreseeable future there is to be any 
tendency on the part of the Chinese to infiltrate by immigration or 
any other w ay into those areas of southeastern Siberia / 

Mr. Parsons. We have no evidence of that as vet. 

We have read protestations both by Soviet Russian spokesmen and 
Communist Chinese spokesmen that their relations are of the best 
along that frontier and that no frictions arise. On the other hand, 
there are those who state that there could well be a conflict of inter- 
est, for instance, in such areas as outer Mongolia and, perhaps, other 
parts out there, eastern Siberia and so on, but this is in a highly spee- 
ulative field and, perhaps, it is premature to anticipate much in the 
way of friction there in the immediate future. 

Mr. Ruopes. Of course, it would be the tendency, I suppose, to take 
the line of least resistance, and if we were able to so bolster the pe- 
riphery of Communist China on the other flanks, perhaps, it is not in- 
conceivable to think that sometime in the future that the line of least 
resistance might take Communist China into southeastern Siberia 
instead of the direction in which they now appear to be moving? 

Mr. Parsons. We would certainly agree that the frontier should be 
maintained stanchly so as not to tempt them to move out in those 
areas and so as to make them feel it would be too ¢ ‘ostly and could lead 
to grave risks for them. Perhaps, indeed, it would in a period of time 
cause such outward pressures as then existed to go in the other 
direction. 
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CONSTRUCTION PROJECTS 








Mr. Ruopes. We built a highway in Thailand which some of the 
members of this committee saw. We flew over part of it. 

Are there any other highway building projects which are in pros- 
pect for southeast Asia, e ither Thailand or Laos or Cambodia, or any 
of the other nations in that area ? 

Mr. Parsons. Yes, sir; there are at least two in that immediate area 
that come to mind, subject to the more detailed knowledge of my col- 
leagues from ICA. There is a road program in Laos for the building 
of the road from the port town of Thadeua, some 20 kilometers or so 
to the capital city of Vientiane. 

Mr. Passman. Did you say a port? 

Mr. Parsons. A river port on the Mekong opposite Nongkai 


Thailand. 
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There is also a program for construction of a part, or I should say 
reconstruction, because the road exists but was largely destroyed by 
the various wars in the postwar period—the reconstruction of a por- 
tion of the main trunk highway which runs from Luang Prabang 
down to Vientiane and around the bend of the Mekong to southern 
Laos. There is a portion to the east of Vientiane where the road 
begins to swing to the south which we feel to be a very important part 
and which we hope to assist in the construction of in the near future. 

Mr. Ruopes. | understand there are literally no highways between 
Vientiane and southern Laos. Is that your understanding ?¢ 

Mr. Parsons. That is not quite accurate, sir. There are roads in 
Laos and there is this main trunk road, and as you get further south 
in Laos, a good portion of it is macadamized. It is a question of 
the rehabilitation of the existing roads. 

The other road program is in the survey stage, a road from Manda- 
lay to Rangoon in Burma. Those are the only two road projects, in 
addition to those you mentioned that occur to me offhand. 

Mr. Passman. Would the gentleman yield? 

Mr. Ruopers. Yes, sir. 

Mr. Passman. With reference to this Mandalay-to-Rangoon road, 
do you have any information on the estimated completion cost of that 
highway ? 

Mr. Parsons. Yes, sir; we have some information on that. 

Mr. Passman. What would it cost ? 

Mr. Parsons. The contractors for the U.S. Army Engineers, a firm 
by the name of Louis Berger _& Associates, estim: ated in their report 
that the cost would be about $7- 4 million, of which $14.3 million would 
be local currency cost and $ 59.7 million forei ign exchange cost. 

Mr. Passman. If you have the same type of experience with that 
one that you had with the one in Thailand, in all probability it could 
be far in excess of that cost. 

Mr. Parsons. It is perfectly possible in road projects, sir, that the 
estimates will have to be revised. 

Mr. Passman. For the one in Thailand, I recall the original esti- 
mate and then the completion cost. Do you have those figures, Mr. 
Inspector General ? 

Mr. Murprry. No, sir: I do not, Mr. Chairman. 

Mr. Passman. Did it about double ? 

Mr. Murpny. I am sure Mr. Roseman would have some information 
on that. 

Mr. Roseman. When we come to that, I would like to bring you the 
engineering survey for the road in Burma, as developed since the 
passage of section 517. 

Mr. Passman. How about the dollar cost that I mentioned ? 

Mr. Roseman. The Corps of Engineers has told us—and, of course, 
we rely upon them—that they would guarantee it, plus or minus 5 
percent. 

Mr. Passman. I am talking about the road in Thailand. 

What was the estimated cost originally and what was the cost at 
completion ? 

Mr. Roseman. I am sorry, sir, but I will have to get you those 
figures. That isa defense support project. 

Mr. Passman. Do you have any plans, or tentative plans, for a 
highway from Bangkok to Rangoon ? 
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Mr. Parsons. I know of none, sir. 
Mr. Roseman. None in ICA, sir. 
Mr. Passman. Thank you. Mr. Rhodes. 









































may be able to give you more information on that. 

Mr. Roseman. It will take up to 3,000-ton vessels in the dry season 
and up to 6,000 or 7,000 tons in the flood season. They can go up the 
river as far as Kampong Chan. 

Mr. Ruopes. Has there been any request made by nations along the 
Mekong to dredge the river so that larger vessels might come up the 
river or to allow smaller vessels to go higher? 

Mr. Roseman. There is a major U ited Nations project. for the 
improvement of navigation on the Mekong by water level control. 

Mr. Ruopes. This isa multilateral project ? 

Mr. Roseman. This isa United Nations project. 

Mr. Anprews. Will the gentleman yield ? 

Mr. Ruopes. Yes. 

Mr. Anprews. Do we make a contribution to the United Nations 
for that? 

Mr. Roseman. Yes. 

Mr. Anprews. How much? 

Mr. Roseman. We have contributed so far about $2 million for the 
cost of preliminary engineering on the whole Mekong Development 
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Mr. Ruopes. Do you have any other highway projects in your Far | stage. 
Eastern area which are in the planning stage or the thinking stage? ] Mr. 
Mr. Parsons. There is a continuing program on roads in Vietnam, 
You, perhaps, saw that road out from Saigon to Bien Hoa. There has 
been some general discussion in the countries in the area there of the M 
desir ability of linking up the different capitals by trunk road, but the Ps 
that is only talk. meee 
Mr. Ruopes. I heard that talk when I was there and that is the air 
reason I am asking these questions. I am wondering if they are talk. Mr 
ing about it only, or if we are talking about it also? seal 
Mr. Parsons. We are not talking about it in any concrete terms. Mir 
Mr. Ruopes. It would be tremendously expensive, would it not? Mr 
Mr. Parsons. In certain areas it would. I would like to add a word Mr 
about one other road link however, that Defense witnesses will testify}. 
on later, if you so desire. I amsure there has been great interest from “Nir 
the st andpoint of the defense of Vietnam and Laos in a road connection not? 
from southern Laos across the mountains into Vietnam. This is nota | © Mr 
long route at all. It is feasible to do this at any time. Mr 
Mr. Ruopes. The highway program in Thailand has not vet been ee 
completed, has it? "ih 
Mr. Parsons. No, sir. iio 
Mr. Ruopes. Is there a project in store for doing that ? Mr 
Mr. Roseman. The Thai are putting in their own money. The } 7... }, 
most recent section has been built with Thai money. ae 
MEKONG RIVER DEVELOPMENT PROJECT se 
Mr. Ruopes. It would appear in flying over it, that there was some f . _ 
highway activity along the Mekong. Is the Mekong navigable for — 
ocean-going vessels for any considerable distance / wan - 
Mr. Parson. As far as Phnom Penh in Cambodia. Mr. Roseman 7 
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project. It is not on a percentage basis. Other countries have con- 
tributed to various parts of this project. It is still in the engineering 
stage. 

Mr. Ruopgs. Mr. Chairman, I believe that is all. 


COST OF THAILAND HIGHWAY 


Mr. Passman. If I may, Mr. Roseman, I request that you ascertain 
the original estimate on this highway in Thailand, and the completion 
cost. 

Mr. Roseman. The Friendship Highway, sir? 

Mr. Passman. Do you have more than one highway in Thailand 
to which we are contributing ¢ 

Mr. Roseman. Yes, sir. 

Mr. Passman. What are the others? 

Mr. Roseman. For the most part, they are sectors of the same high- 
way system. 

Mr. Passman. You plan these projects from start to finish; do you 
not 

Mr. Roseman. Yes, sir. 

Mr. Passman. We are interested in the cost of completing what you 
have started. 

Do you have any other highways to which we are contributing, 
other than this one? 

Mr. Roseman. Yes, but mainly sections between Bangkok and the 
Lao be rder. 

Mr. PassMAN. It is the Friendship Highway ? 

Mr. Roseman. The Friendship Highway is part of this road. 
There are several sections. 

Mr. Passman. Let me see if this is true, because I do not intend, 
inadvertently or otherwise, to have you or any other witness confuse 
the record. I know you do not intend to confuse the record, but it is 
very easy to do that in situations of this kind. 

From page 17 of the special study mission’s report, may I quote: 

As a result of all of these changes in the highway program, what has hap- 
pened to a modest $18.3 million highway project, the total cost is estimated to 
be $85 million and may exceed $100 million before completion. 

So far this has not been refuted. If you want to take a crack at it, 
be prepared to do so. 

Mr. Roseman. Do you mean out of defense support funds? 

Mr. Passman. You seem to know a lot about it, and we may go 
into it after lunch, because if the original estimates will be as far out 
of line as this one, in all probability the program should be suspended 
until you have more conclusive information about the cost. 

Mr. ANprEws. Will the Chairman yield ? 

Mr. Passman. Yes. 


RELATION BETWEEN COMMUNIST CHINA AND RUSSIA 


Mr. Anprews. You stated that the Communist powers are not en- 
rely comfortable with each other. What do you mean by that? Is 
there a disruption of relations between Communist China and the 
Russians ? 
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Mr. Parsons. What I had in mind were such things as the fact that 
the Russians have had their Communist regime for some 40 years 
now. They have in the person of Mr. Khrushchev the third le -ader 
in succession to Lenin and Stalin. They have reached a certain stage 
in the development of their society and they have felt for their own 
purposes that at this stage they would like to have a detente or what 
they call peaceful coexistence between the Communist world and the 
free world. That, of course, is a tactic designed to advance their 
objectives. 

On the other hand, the Communist Chinese have rejected the con- 
cept of peaceful coexistence and in recent very outspoken articles 
in the organ of the Central Committee they have by implication 
criticized the Russians quite severely in respect to this peaceful co- 
existence idea. They have re jected the idea, for instance, that com- 
munism can take over in capitalist countries by peaceful means in 
the long run, and they have a different ideological interpretation of 
the significance of recent scientific developments. They do not agree 
with each other in all things. We have seen some indications of un- 
happiness on the part of the Russians in the way the Chinese have 
antagonized India. The Russians apparently did not believe that 
was the way to play it. 

Mr. Anprews. Do you anticipate any break between the Chinese 
Communists and the Russians? 

Mr. Parsons. No. We think for as long a time as it is practical 
to talk about, the interests of both call for them to remain firmly 
allied. 

Mr. Anprews. Do you think in the event of a worldwide war they 
would be on each other’s sides ? 

Mr. Parsons. So far as one can anticipate at this time. 


NUCLEAR CAPABILITY OF CHINESE COMMUNISTS 


Mr. Anprews. Do the Chinese Communists have nuclear weapons, 
or do you know? 

Mr. Parsons. Not to our knowledge. We have seen various esti- 
mates—of course they can only be estimates—placing the acquisition 
of a nuclear capability on the part of the Chinese Communists as being 
1 to 3 years off. I am not speaking of the official U.S. estimates, but 
most of what I have seen would suggest not before 2 or 3 years. 

Mr. Anprews. And if they get “them, they would get them from 
Russia ¢ 

Mr. Parsons. No, sir. This would be a capability of their own. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Passman. Mr. Secretary, we know that you are a very busy 
man. We shall, after lunch, get into the det ails, which could very 
well last for several days, with night sessions also. If you have 
assistants here who can go into the details on the technical aid pro- 
gram, then we shall be pleased to hear from them. Would you care 
to be excused, so you can return to your desk? 

Mr. Parsons. Yes, sir, I would appreciate it very much. 

Mr. Passman. We want to do everything we can to get to the meat 
in the coconut, and if you want to return to your desk we will try 
to get the information from your assistants, and if we run into some 
thing they cannot answer we may call you back. 
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Mr. Parsons. I shall be glad to come back at any time, sir. 

Mr. Passman. We think we owe you that consideration. 

Mr. Parsons. Thank you. I should like to help the committee’s 
work at any time. 

Mr. Passman. But that would be your desire, to be excused at this 
time / 

Mr. Parsons. Yes, sir. I always have a very busy desk. It is par- 
ticularly so at this time. 

Mr. PAssMAn. Very well. You may be excused. 

Mr. Roseman, you are regional officer for the Far Fast for ICA? 

Mr. Roseman. Yes, sir. 


TeCHNICAL COOPERATION PROGRAM 
1961 REQUEST 


Mr. Passman. We shall deal first with the total money request for 
the Far East. 

In 1960 you had $34 million. Are you requesting more, or less, 
money for fiseal 19614 

Mr. Roseman. We are requesting $2 million more, sir. In 1960 we 
had $34 million. For 1961 we are requesting $36 million. 


TRANSFERS 


Mr. Passman. In addition to the $34 million that you got in 1960, 
did you transfer any money from the contingency fund for special] 
assistance to the tee ‘hnic al aid program ¢ 

Mr. Roseman. No, sir. 

Mr. Passman. This is an important part of the technical aid pro- 
gram, I should think. We have found that in other parts of the 
world z:aey have transferred money out of the contingency fund to 
technical assistance. We want to be sure my question is understood, 
and that you have not had any funds for technical cooperation other 
than mentioned here? 

Mr. Roseman. We have not transferred any money from other 
funds to technical aid. 


DEOBLIGATIONS AND RBEOBLIGATIONS 


Mr. Passman. How much did you deobligate in 1959 that you re- 
obligated in 1960? 

Mr. Grant. I do not believe we have that. 

Mr. Roseman. We have it. 

Mr. Passman. Let us be sure. Mr. Grant says you do not have it, 
and you say you do, 

Mr. Roseman. In our region we happen to have it. 

Mr. Passaan. How much ? 

Mr. Roseman. About $4 million of money from prior years, sir. 

Mr. Passman. So, in reality, you had $38 million in fiseal year 1960? 

Mr. Roseman. That is right, sir. 

Mr. Passman. How much have you deobligated so far in 1960? 

Mr. Roseman. I do not think we have deobligated very much in 
1960, 

Miss Granpy. Less than $1 million. 
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Mr. Passman. You have deobligated less than $1 million against 
1960? 

Mr. Roseman. Yes. 

Mr. Passman. Of the $4 million deobligated in 1960 and added to 
the $34 million, giving you $38 million, did you reobligate all the 
$4 million ? 

Mr. Roseman. I am informed, sir, that we deobligated about $4 
million in 1959, which was all reobligated in fiscal 1959. In other 
words, it was deobligated and reobligated in the same year. 

Mr. Passman. How many new projects did you start out of the 
$4 million funds that you reobligated ? 

Mr. Roseman. Very few new projects. Most of this went for addi- 
tional costs of existing projects. 

Mr. Passman. But you initiated some new projects, and part of it 
you added to original projects? 

Mr. Roseman. In most instances it was used in financing existing 
university contracts. 

Mr. Passman. How many new projects did you initiate out of the 
reobligated funds ? 

Mr. Roseman. I will have to furnish that. 

Mr. PassmaAn. But you did start some new projects? 

Mr. Roseman. Yes, sir. 

Mr. Passman. And those were projects that had not been brought 
before this committee or the Appropriations Committee of the Senate? 

Mr. Roseman. That is right, sir. 

There was at least one, sir, a contract with the medical school of 
a university in Indonesia. 

Mr. Passman. Would you care to have a look at the contracts in 
Taipei, before you leave that on the record ? 

Mr. Roseman. Yes, sir. 

(Additional information may be found in the appendix, p. 3075.) 


USE OF DEOBLIGATED FUNDS TO INITIATE NEW PROJECTS 


Mr. PassMaAn. I was out there, and there a large number of projects 
had been deobligated. 

Is it your understanding that if you deobligate funds you had 
obligated for a project you had justified, that you can take those funds 
and initiate projects that have not been justified to or authorized by 
the committee ? 

Mr. Roseman. I believe we have legal authority to do that. 

Mr. Passman. And you do that? 

Mr. Roseman. If it isin the interest of the United States. 

Mr. Passman. I would hope you would make an effort to verify that 
any project you undertook was in the interest of the United States; 
but it is your understanding you have the legal right to take deobli- 
gated funds and initiate new contracts that had not been justified 
before the Congress # 

Mr. Roseman. Yes, sir. 

Mr. Passman. Thank you. 


UNLIQUIDATED OBLIGATIONS 


What is the estimated total of unliquidated obligations as of June 
30, 1960 ? 
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Mr. TenNANT. For technical cooperation, $50,319,000. 

Mr. Passman. In the Far East area? 

Mr. TENNANT. Yes, sir. 

Mr. Passman. How much? 

Mr. Tennant. $50,319,000. 

Mr. PassMaAn. So, if you did not get a nickel for this area this year 
you have a pipeline of about 16 months; do you not? 

Mr. Tennant. That is correct. 

Mr. Passman. And that is primarily payroll money, or to meet 
contracts with universities; is it not? 

Mr. Tennant. Most of this would be in the area of contract serv- 
ices and commodities. 

Mr. Taser. What kind of contract services ? 

Mr. Passman. Contracts with universities and colleges. 

Mr. Tennant. Yes; contracts with universities and colleges. 

Mr. Passman. And U.S. technicians? 

Mr. Tennant. U.S. technicians would be relatively small. 

Mr. Roseman. And engineering firms. 

Miss Granpy. And participants. 

Mr. Passman. Of the 104 colleges in 34 States, a substantial num- 
ber could be with those we have previously discussed ? 

Mr. Tennant. I think that is correct. 

Mr. Passman. Is that not rather unusual, to build up a backlog of 
16 months on an item of this type, for which the leadtime might 1 not 
be more than 90 days? Why do you need to build up a 16- month sup- 
ply of funds? 


UNIVERSITY CONTRACTS FUNDED FOR 2 YEARS 


Mr. Roseman. Sir, I think we have explained that it is ICA policy 
to fund these contracts for 2 years, because the universities are non- 
profit institutions. 

Mr. Passman. You fund them for 2 years ? 

Mr. Roseman. Yes. 

Mr. Passman. That is interesting. This is a 1-year appropriation ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. But you take the funds and obligate for 2 years? 

Mr. Roseman. As I understand, under the technical cooperation 
title we are entitled to enter into a contract for 3 years and it has 
been our experience—this is not only with universities but with other 
contractors—we have found that before the end of the fiscal year they 
had to have assurance that their program would continue. They have 
to make arrangements with their staff and decide in December, for 
example, w hether a man will return home on the first of the follow- 
ing July. ICA has therefore adopted a policy of funding for 2 years. 

Mr. Passman. Do many have to return because of lack of funds? 

Mr. Roseman. Many universities are threatened 

Mr. Passman. Not threatened; have any returned because of lack 
of funds? 

Mr. Roseman. No. 

Mr. PassmMan. We appropriate on a 1-year basis, but you obligate 
on a 2- or 3-year basis? 

Mr. Roseman. Under the law we could obligate on a 3-year basis. 
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Mr. Anprews. Mr. Chairman, I believe the Governmental Affairs 
Institute contract was for 2 years. 

Mr. Passman. Yes. 

Mr. Roseman. U.S. technicians’ salaries are only obligated as they 
are incurred. University contracts are usually funded initially for 
» years: most participants are funded for the duration of their stay; 
and some commodities are ordered that have a long leadtime. 

Mr. Passman. You obligate on a 2-year basis, then? 

Mr. Roseman. Only for the contracts, sir. 

Mr. Passman. Would you not say the largest percentage of this is 
for contracts / 

Mr. Roseman. Yes, sir. 

Mr. Passman. What commodities do you order under technical aid? 

Mr. Roseman. Principally demonstration commodities, sir. 

Mr. Passman. What percentage is for commodities? 

Mr. Roseman. I would say about 10 percent. 

Mr. Passman. How many new contracts do you have proposed for 
vour area in 1961 ? 

Mr. Roseman. I can give them to you country by country, sir. 

Mr. Grant. Sir, while et is looking for that, among the elements we 

‘arry over, for example, is part of the participant figure which is 
approxim: ately $10 miltion i in the Far East. 

Mr. Passman. That is$10 million out of $50 million ? 

Mr. Grant. Out of $36 million for 1961. 

Mr. Passman. You are taking out the commodity cost; is that 
correct ¢ 

Mr. Grant. Excuse me. The $50 million is the total pipeline. 


UNEXPENDED BALANCE ON JUNE 30 


Mr. Passman. That is what you will have unexpended on June 30, 
$50 million ¢ 

Mr. Grant. That is correct. Of the $10 million, probably close te 
three-quarters of this will be actually expended in subsequent. fiscal 
vears because the funds are obligated at the time the authorization 
for the participant is issued, then the participants must come within 
%months. So this will carry a fair amount of participant funds over. 


PARTICIPANT TRAINING PROGRAM FUNDED IN ADVANCE 


Mr. Passman. That means you are funding this participant training 
es iy also in advance: are you not ? 

Mr. Grant. Yes, sir; because the system requires that you start the 
whole process and once you have started the whole process or the 
plans, the funds are obligated at the time that that is firmed up. 

Mr. Passman. Would it follow through that if you have $50 mil- 
lion on hand on June 30, approximately 10 percent of that would be 
for commodities, and the other 90 percent would be for personnel and 
transportation and everything else in connection with the operation 
of this program? Would these percentages fall on those as well as 
on new appropriations ? 

Mr. Grant. I would say that would be approximately correct. 

Mr. Tennant. It is very difficult to estimate. That is about cor- 
rect. 
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Mr. Passman. I believe it was Mr. Roseman’s statement that this 
was needed because the commodities take a long leadtime. 

Mr. Roseman. I should point out commodities are a small item. 

Mr. Passman. Did you not my you needed this on account of the 
long leadtime of the commodities 


CAMBODIA CONTRACT 


Mr. Roseman. No, sir. Commodities are a small item. 

Sir, as far as we have been able to check there is only one new tech- 
nical cooperation contract for which funds would be needed for the 
first time in 1961, and that is in Cambodia for $145,000. 

Mr. PassMANn. Can you give us the total ¢ 

Mr. Roseman. I will get it for you this afternoon. 

Mr. PassMAn. Try to get itnow. Thisis important. 

Mr. Roseman. There is only one new contract for which funds have 
10t previously been provided. 

Mr. Passman. In what country ¢ 

Mr. Rosenman. That isCambodia, sir. 

Mr. Passman. There is no new project for Cambodia on your sheet. 

Mr. Roseman. This is a contract within an existing project. 

In Cambodia we have had several directly employed engineers on 
our own staff working with the Ministry of Agriculture on improv- 
ing irrigation works and developing the agricultural facilities of that 
country. Among the activities which the Cambodians have been inter- 
ested in is irrigation in the Banon area. The Cambodians have asked 
us to help them plan a major irrigation work whose construction we 
will not finance, but we will finance the engineering work for it. Since 
we do not have enough directly employed e1 engineers to aid them, we 
will enter into this contract within that project. 

Mr. Passman. Is thisa new contract 4 

Mr. Roseman. It is a new contract. 

Mr. Passman. Have you already entered into the contract ? 

Mr. Roseman. No, sir. 

Mr. Passman. You do not even show in Cambodia that you have 
ahew contract. 

Mr. Grant. Sir, the figures for new and continuing by country 
shown in your book are for projects. Projects and contracts are not 
interchangeable. In other words, a project may start 1 year with a 
survey that is conducted by direct hire technicians, and in a sub- 
sequent year it will call for a contract, but the project would be 
shown as a continuing project even though there is a new contract to 
be executed. 

Mr. Passman. This thing is loose enough that you can do about 
whatever you want to do. You can keep it going indefinitely. 

Mr. Roseman. I would like to distinguish “between a project and 
a contract. A project is what the United States and the country 
have agreed to do. We may do it by direct hire or by contract. On 
page 7 under Cambodia you will find a project under “Agriculture, 
forestry, and fisheries, irrigation.” You will find $145,000 for con- 
tracts. That is the contract we are discussing. That is under this 
project. 

Mr. Passman. It is not new; it is continuing. 

Mr. Roseman. The project itself is continuing. 
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Mr. Passman. It is a continuing project with a new phase ? 

Mr. Roseman. A new part of that project, yes. In other words, 
we will have in Cambodia under this project 5 technicians, 22 par- 
ticipants, and we will have this contract. 

Mr. Passman. Have you justified this to the committee before? 
Where is your justification for the new part of it? Where will we 
find it in your book ? 

Mr. Roseman. It is in this year’s presentation. 

Mr. Passman. Let us identify it in Cambodia. 

Mr. Roseman. I am reading from this year’s presentation. 

Mr. Passman. Where can I find it? 

Mr. Roseman. The blue sheet on page 7, the third line. 

Mr. Passman. How are we going to know it is a new contract, by 
this page 7? You show it a continuing contract. 

Mr. Roseman. We show it a continuing project, sir. 

Mr. Passman. All right, a continuing project. How will the com- 
mittee know it is new ? 

Mr. Roseman. I suspect by raising questions, sir. 

Mr. Passman. If we did not raise questions how would we know 
anything about it? You are spending more money than the others, 
getting the largest piece of it, you are getting a high increase, and 
you do not show a single new project ; but when we get into it you say 
this is not a new project but it 1s anew phase. 

Mr. Roseman. As far as I know this is the way it has been pre- 
sented each year 

Mr. etclnpany If you will run through your book and look at the 
new contracts you have scattered all over the world, have you worked 
out something different than the others? 

Mr. Roseman. No, sir. Taking the Far East as a whole, we spend 
more mutual security economic aid than any other part of the world. 
We have not worked out anything new. 

Mr. Passman. You have everything the mind of man could think of 
in your technical assistance program. If you look through the other 
books you will find almost every other part of the world has new 
projects. Yours has no new ones, but you bring out new ones under 
your continuing projects. 


NEW PROJECTS IN PHILIPPINES 


Mr. Grant. Sir, if you will look at page 56 you will find a series of 
new projects in the Philippines. They are new projects, they are 
not new contracts. 

Mr. Passman. What we are trying to pin down is new projects, 
and you have here “New or continuing,” and I think you said you 
have only one in your area 

Mr. Roseman. We are talking about contracts, sir. 

Mr. PassmMan. How many new projects do you have in your area? 

Mr. Roseman. I think 10, sir. 


INITIAL REQUEST AND ESTIMATED COMPLETION COST AND DATE OF 
NEW PROJECTS 


Mr. Passman. Can you tell us the amount of money you are re- 
questing for the beginning of these 10 new projects ? 


Qt 
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Let us take Cambodia. 

Mr. Roseman. No new projects there. 

Mr. Passman. Let us take them in order. 

Miss Granspy. No new ones in China. 

No new ones in Indonesia. 

No new ones in Japan. 

Mr. Passman. They should never have been started in Japan, and 
you are now following the recommendation of the committee and are 
going to close out the projects in Japan; are you not? 

Mr. Roseman. That is correct, sir. 

Miss Granpy. No new ones in Korea. 

No new ones in Laos. 

Six new ones in the Philippines. 

Mr. Passman. We want to hear the cost as we go along. Let us 
project them to completion, and give the completion date of the six 
new contracts. 

Miss Gransy. I will read the cost by year. 

Mr. Passman. Just give their completion cost. We want the total 
cost, from the start to the finish. 

Miss GranBy. $220,000 is the cost to completion of the first project. 

The second one is $210,000. 

The third one is $80,000. 

The fourth one is $115,000. 

The fifth one is $175,000. 

And the sixth one is $195,000. 

Mr. Roseman. That is a total of $995,000 if my addition is correct, 
sir. 


Mr. Passman. You are adding that to the first year? 


Mr. Roseman. This includes 1961 to the completion of the project. 

Miss Gransy. This is from beginning to end. 

Mr. Passman. Then it is $995,000. You are asking for $330,000 
for the first year, which is one-third. So we actually have a deferred 
obligation of $665,000. Is that correct ? 

Miss Granpy. Yes, sir. 


STATUS OF PROJECTS 


Mr. Passman. These projects have advanced to the point they are 
tantamount to an obligation? 

Miss Granpy. No, sir. 

Mr. Passman. What is the status? 

Mr. Roseman. These are not all contracts, sir. They are projects. 

Mr. Passman. All right, projects. When we talk about money we 
all understand it. 

Mr. Roseman. There are no obligations against these because they 
are in the planning stage. 

Mr. Passman. But they are ready for you to initiate the work on 
them ? 

Mr. Roseman. In various stages, sir. 

Mr. Passman. And you worked with the Philippine Government 
in creating these new projects? 

Mr. Roseman. They requested them and we are in agreement on 
them but we have not. committed ourselves to them and w ill not unless 
we get the money. 
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Mr. Passman. They would not go ahead unless you got money for 
them ¢ 


Mr. Roseman. No, sir. 


HARM IF PROJECTS NOT STARTED 


Mr. Passman. Do you think any harm would be done if they did 
not go ahead ¢ 

Mr. Roseman. I think the Philippines are important and I think 
these projects are important to them. 

Mr. Passman. I know they are important. Iam asking what harm 
do you think would be done if these projects did not go ahead, projects 
such as local government improvement, general services improvement, 
and so forth / 


Mr. Roseman. Our objective is to get the Philippines completely on 
their own feet. 

Mr. Passman. But I am not too sure we can borrow money to con- 
tinue all these things. I want to know if you think any great harm 
would be done if these were not started. TI am not ti Uking about the 
continuation of old ones, but new contracts. This could last 100 vears 
on this basis. 

EQUIPMENT MAINTENANCE PROJECT 


Mr. Roseman. Take this project for equipment maintenance for the 


highway program. We have built roads for the Philippines. They 


have a great deal of equipment. Some of it we have supplied and 
some has been supplied by Army surplus. The Philippines believe it 
is important, and we agree, that they have trained people to maintain 


this equipment in good condition. 

Mr. Passman. All the years they have been exposed to this road 
machinery, do they not yet know how to maintain it ? 

Mr. Roseman. The Philippine Bureau of Public Highways is still 
fairly new. They do not have their equipment system in the shape 
we or the Philippines think is the best way for maintaining it. They 
have no planned program of maintenance. In other words, it will cost 
the Philippines a great deal of money if they do not maintain this 
equipment. 

Mr. Passman. I wonder if they do not understand that as well as 
we do? Why did you not initiate this maintenance program at the 

same time as the highway program, and let them run simultaneously? 

Mr. Roseman. The U-S. Bureau of Public Roads, with ICA finan- 
cing, has trained a certain number of Filipinos but further improve- 
ment is necessary in the Philippine Government Bureau responsible 
for the maintenance of highway equipment on a continuing basis. The 
American technicians who have been helping the F ilipinos build the 
highways are leaving, and in order to get the maximum use out of the 
equipment it is important that there be a project to help the Filipinos 
in the area of equipment maintenance. 

Mr. Passman. How long have you had a highway program in the 
Philippines ? 

Mr. Roseman. For the last 5 years. 

Mr. Passman. And you have been using Filipinos to build the high- 
ways and run the machinery ? 

Mr. Roseman. That is right. 





Mr. Passman. Then, after you complete the highways and turn 
them over to them, we have to go in with an expensive program to 
teach them how to maintain and operate the equipment ? 

Mr. Roseman. Sir, the Philippine Government has a vast highway 
program of its own which has not received American assistance ; they 
do not have an organization that can cover this need. 

Mr. PassmMan. This is a new organization you are creating? 

Mr. Roseman. This organization exists, the Philippine Bureau of 
Public Highways. The Philippines will have to finance their further 
highway program on their own, or perhaps with DLF funds. 

Mr. Passman. This is technical aid ? 

Mr. Roseman. That is right. 

Mr. Passman. Is that not to help find jobs for people out there / 

Mr. Roseman. No, sir. 

Mr. Passman. This is not said facetiously, but have you found any- 
body anywhere in that part of the world that knows how to do 
anything ? 

Mr. Roseman. Yes, sir. 

Mr, Passman. Thank you. 

We shall recess now and resume at 1:30 o'clock. 


AFTERNOON SESSION 
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Mr. Passman. The committee will come to order. 

I believe you have already indicated for the record that you are 
asking for an increase in technical aid for Cambodia in the amount 
of $200,000 for the fiscal year 1961. The new request will be $2.7 
million. 

Mr. Passman. Would you know whether or not the ICA has estab- 
lished any loan offices, or banks of any kind, in Cambodia? 


NATIONAL FUND FOR EQUIPMENT 


Mr. Roseman. There is what is called the national fund for equip- 
ment which has been established by the Cambodian Government and 
which makes loans to small industry in Cambodia. It was estab 
lished in 1956. 

Mr. Passman. Is it an industrial bank ? 

Mr. Roseman. It is like an industrial bank. It performs essen- 
tially the same functions. 

Mr. Passman. What function does it perform that an industrial 
bank does not perform ? 

Mr. Rospman. It also makes loans to Government-operated cor- 
porations in Cambodia. 

Mr. Passman. It is Government owned ? 

Mr. Roseman. It isa Government-owned establishment. 

Mr. Passman. What contribution has the ICA made to this bank 
since its inception ? 

Mr. Roseman. We have contributed no dollars. We have con- 
tributed counterpart only. 

Mr. Passman. Generated by dollars. 

Mr. Roseman. By imports required by the country. 

Mr. Passman. Generated by the taxpayers’ dollar? 

Mr. Roseman. Yes. 

Mr. Passman. How much ? 

Mr. Roseman. We contributed $1.5 million, counterpart, in 1958 
and we plan to contribute $500,000 in counterpart in 1961. 

Mr. Passman. Specify what it is. That is the equivalent of dollars. 
You mean $500,000 counterpart. 

Mr. Roseman, $500,000 worth of Cambodian currency 

Mr. Passman. How much would that be in American dollars? 

Mr. Roseman. I am giving you the dollar figure. 

Mr. Passman. How much has been spent on training these people 
to be bankers? 
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Mr. Roseman. There has been one adviser for this project. As far 
as technical cooperation is concerned this project began in 1958. Cumu- 
latively through June 30, 1959, we obligated $25,000. In the fiscal 
year 1960 we plan to obligate $16, 000. Inthe fiscal year 1961, $15,000, 
and after 1961, meaning “the fiscal year 1962, we plan to obligate an- 
other $16,000. After that time we think the Cambodians can run it 
themselves. 

Mr. Passman. When did they open the bank? 

Mr. Roseman. I think the bank was actually opened in 1956. 

Mr. Passman. Did they appear to be getting along satisfactorily 
before technical cooperation went in there ¢ 

Mr. Roseman. No, sir. 

Mr. Passman. How big an institution is it? What is the personnel 
in the bank? 

Mr. Roseman. There are about 20 Cambodians. 

Mr. PassmMan. One of our specialists is going in and teach them 
how to run the bank? 

Mr. Roseman. That U.S. technician reviews every loan application 
and recommends appropriate action. 

Mr. Passman. Does os speak French ? 

Mr. Roseman. Yes. 

Mr. PassmMaAn. Give us his background. 

Mr. Roseman. His name is Philip VanWyck. He was an invest- 
ment adviser. I have forgotten the firm he worked for in New 
York. He has been a specialist in financing small business in an in- 
vestment firm. 

Mr. Passman. What salary are we paying him out there? 

Mr. Roseman. It is my recollection about $12,000 a year, plus the 
post differential. 

I think his earnings before he joined us were higher. 

Mr. Passman. He gave up a better job for a lesser job. What car- 
ried him out there ? 

Mr. Roseman. He was interested. He is retired from his firm and 
very much interested. 

Mr. Passman. What was he getting before he retired ¢ 

Mr. Roseman. I think his income was higher than the salary we 
are paying him. 

Mr. PassMan. You do not know actually why he decided the bank 
did not need his services any longer. He retired. 

Mr. Roseman. He retired. 
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Mr. Passman. Why? 

Mr. Roseman. I would have to consult the record. 

( Nore.—In his application Mr. VanWyck indicated that he was interested in 
more stimulating work overseas. ) 

Mr. Passman. How old a man is he? 

Mr. Roseman. In his late fifties. 

Mr. Passman. It looks to me as if you are making another job. 


INDUSTRIAL DEVELOPMENT SERVICE PROJECTS 


Last year it was testified, on page 1218, that the new Industrial De- 
velopment Services project, which was budgeted at $50.000, might ex- 
tend over a period of 5 years and the cost would be about $400,000, 
This vear the project is budgeted for $100,000, a 100- percent increase, 
Why is such an increase necessary / 

Mr. Roseman. The actual plan for obligation for 1960 was not $50,- 
N00 as we testified, but only $35,000. 

Mr. Passman. You want $100,000. 

Mr. Roseman. Yes, because the project was slower getting started 
than anticipated. 

Mr. Passman. It issurely making progress. once started. You have 
gone from $35,000 to $100,000. What is the projected completion 
cost ¢ 

Mr. Roseman. $135,000 including 1960, but for 1961 we estimate the 
cost at $100,000 and that will complete the project. 

Mr. Passman. What did you estimate the cost would be when vou 
appeared before the ¢ ommittee last vear ? 

Mr. Roseman. I think $50,000 from what you read, and we cut that 
back to $35,000. 

Mr. Passman. You testified last year $400,000. 

Mr. Roseman. On page 1281 ? 

Mr. Passman. Page 1282, down at the bottom and quote : 

Mr. GRANT. Yes, I do find the figures here. It is $50,000 for 1960, and in the 
event the project develops favorably it might extend over a period of 5 years and 
the cost would be $400,000. 

Mr. Roseman. We found that we could move ahead more rapidly 
and we could cut it off at the end of the fiscal year 1962 

Mr. Passman. In 3 years, and not 5 vears, and it costs $135,000; 
not S4O0.000 4 

Mr. Roseman. That is right. It is $35,000 in the fiscal year 1960 
and $100,000 in 1961 and that will end the financing of that project. 
May I explain? Since last year there has been a new Minister of 
Plan in Cambodia, a very able man. There is the beginning of a 
breakthrough with priv: ate sector investments in Cambodia. The 

Cambodians are encouraging private business more than we antici- 
salad. and we think we are going to be quite successful in helping a 
number of small industries establish themselves there: this will eut 
down imports. 

Mr. Grant. IT think it might be relevant to note here the kind of 
services that are provided by these loan funds, these small industrial 
banks are a service which our banking community provides widely in 
this country. When you get to the underde ‘veloped countries the con- 

cept of medium term credit for industrial enterprises from- 
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Mr. Passman. That is news to me. Do you know of any other insti- 
tution directly in the community, other than the Small Business 
Administration, which makes loans of this type to small business / 

Mr. Grant. In the United States, if you go back 

Mr. Passman. You are talking about commerical banks. We are 
talking about a Government-owned operation here. This is a Govern- 
ment-operated bank. 

Mr. Roseman. A Government-operated bank. There are no pri- 
vate banks in Cambodia that will make loans except for export-import 
operations. The only banks in Cambodia are foreign banks like the 
ne Kong and Shanghai and the French banks. There is no way a 

‘ambodian businessman can go to a bank and get money. 

Mr. Passman. What is the population of the country ¢ 

Mr. Roseman. About 5 million. 

Mr. Passman. There are only about 100,000 of them who know any- 
thing about the value of currency ¢ 

Mr. Roseman. Oh no, sir. They are an intelligent poop 

Mr. Passman. [hope they are. Your testimony in prior years indi- 
cated the opposite. 

Mr. Roseman. I maintain they are very intelligent. They have 
had little opportunity to get an education. 

Mr. Passman. The chances are our money will run out before we get 
them educated. 

The number of technicians, U.S. and contract, has increased from 
70 in 1959 to a proposed 109 in 1961. Why is there an approximately 
50-percent increase ? 


Contracr Witrn Connece or AGRICULTURE OF THE UNIVERSITY OF 
(VEORGIA 


Mr. Roseman. In the first place, most of the increase is in contract 
personnel. For example, a contract is under negotiation now with the 
College of Agriculture of the University of Georgia. 

Mr. Passman. Under negotiation / 

Mr. Roseman. With the College of Agriculture of the University 
of Georgia. 

Mr. Passman. What project ‘ 

Mr. Roseman. The project for the development of agricultural 
education. 

Mr. Passman. You call that a continuing project 4 

Mr. Roseman. The project is continuing. The contract is a new 
aspect of this project. 

Mr. Passman. What is the amount of the contract for the fiscal 
vear L961 4 

Mr. Roseman. $129,000. 

Mr. Passman. It is $129,000, or $130,000 4 

Mr. Roseman. It may be $130,000. 

Mr. Passman. Let us be sure. We have to go by what you give us. 

Mr. Roseman. $130,000. 

Mr. Passman. You say you are negotiating now / 

Mr. Roseman. Yes. 

Mr. Passman. How can you negotiate before you get the funds? 
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Mr. Roseman. You asked me for the 1961 funds. There are also 
funds for 1960 and some prior-year funds that will go into the 
contract. 

Mr. Passman. It is not a new phase 4 

Mr. Roseman. We have been planning this contract for some time. 
We have attempted to negotiate with several colleges. 

Mr. Passman. Are you negotiating for 1961 pnor to the receipt 
of this money ? 

Mr. Roseman. We have money on hand. 

Mr. Passman. To get started ? 

Mr. Roseman. To get started. 

Mr. Passman. How much have you spent on this contract ¢ 

Mr. Roseman. There has been nothing spent on this contract, ~ 

Mr. Passman. If you have money on hand adequate to negotiate ¢ 
contract why would you want $130,000 for the fiscal year 1961? 

Mr. Roseman. To continue the contract through fiscal year 1962. 

Mr. Passman. The camel gets his nose under the tent, and here we 
oO. 

Tell us how much you have obligated this Government for prior to 
1961. What is the total on this particular contract? 


OBLIGATIONS TO DATE 


Mr. Roseman. We have no contract as yet. We have obligated 
some funds for a contract, subject to negotiation, with the University 
of Georgia. 

Mr. Passman. You are going a bit too fast for me. You have no 
contract # 

Mr. Rosemn. No contract as yet. 

Mr. Passman. You have obligated ? 

Mr. Roseman. We have obligated some funds. 

Mr. Passman. How much? 

Mr. Roseman. $363,000, which consists of 

Mr. Passman. I do not care of what it consists. We shall go back 
and see in a moment, $363,000 ? 

Mr. Roseman. That is right. 

Mr. Passman. Before you had a contract you obligated $363,000? 

Mr. Roseman. Because we cannot start negotiations for a contract 
unless we have the money in hand. 

Mr. Passman. You are obligating before you know what it is 
going to cost? 





ESTIMATED COST TO COMPLETE PROJECT 


Mr. Roseman. We have an estimate of what it is going to cost. 

Mr. Passman. Whoestimates? 

Mr. Roseman. We do. 

Mr. Passman. That is where you get a lot of this money for de- 
obligation. 

Mr. Roseman. We have some overestimates and some underesti- 
mates. 

Mr. Passman. You are asking for $130,000 for 1961. 

How much in addition will it take to complete the project ? 

Mr. Roseman. Since we have not negotiated the contract we can- 
not tell how much it will cost to complete it. 
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Mr. Passman. Even before you negotiate a contract you obligate 
yourself for $363,000? Then you are asking for $130,000 for 1961; 
yet, as you have not negotiated the contract, you do not know what 
it is going to cost to complete it? It could be 5 years or 20 years. 

Mr. Roseman. It would not be 20 years. 

Mr. Passman. You do not know what it would be. We have been 
discussing contracts already that will not terminate until 1975. You 
must have some figures somewhere. I do not think you would obli- 
gate your Government on a contract of this type without knowing 
something about the duration of it and the total cost. 

Mr. Roseman. Let us get very clear what we obligate. Every one 
of these contracts 1s written in terms which permit us to cancel it if 
funds are not appropriated. 

Mr. Passman. I know that. I have been sitting on this committee 
for a long time. Do not give us the preliminaries. You have obli- 
gated $363,000 before negotiating a contract. You are asking for 
$130,000 in the fiscal year 1961. What we want to know is how much 
you estimate spending to complete the contract after the fiscal year 
1961. 

Mr. Roseman. We think this contract will probably have a dura- 
tion from July 1, 1960, to June 30, 1963. In other words it will be for 
3 years. There may possibly be an extension after that for another 
2 vears. We have obligated, as I have said, $363,000. We plan to 
obligate $129,000 in fiscal year 1961. 

Mr. Passman. Yousaid $130,000. 

Mr. Roseman. $130,000, I am sorry. My estimate would be, sir, we 
would probably obligate about $1: 30,000 again in fiscal vear 1962, and 
then on a declining scale, because these contract costs decline, in this 
case as the school of agriculture improves, so my guess would be 
another $75,000 in fiseal vear 1963. Here you have a Cambodian 
school of agriculture that needs help very badly. My own estimate, 
knowing something about the situation, is that it will take about 5 
vears to develop the kind of competence in this school that will enable 
them to train their own agricultural extension agents. 

Mr. Passman. You have obligated $363,000 with the University of 
Georgia. 

Mr. Roseman. We have not yet concluded a contract with the Uni- 
versity of Georgia. We have obligated that much money for a con- 
tract. 

Mr. Passman. You have obligated $363,000 for a contract that is 
yet to be negotiated, and you do not know with whom you are going 
to negotiate it. Are you not getting ina hurry? Ts this so important, 
after all these years, that you have to screen off and place behind 
obligations this amount of money, even before you have negotiated a 
contract? What is so important and why the rush? Why cannot you 
wait until you find out what the contract will cost, and with whom you 
are going to make it 4 

Mr. Roseatan. We believe we are going to have it with the College 
f Agriculture of the University of Georgia. 

Mr. Passman. You said you did not know for sure. 

Mr. Roseman. We have not completed onr negotiations, sir. May I 
explain? In the first place, we cannot approach a university, or any 
other contractor and say, “We would like to have a contract with 
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vou, just in case we get the money.” They want to know whether we 
have the money to finance the contract in advance. They have to 
engage in certain commitments on their part. They have to go to 
some expense, and if we approach them and say, “If we get an appro- 
priation next year we would like to have a contract with you,” they 
will say, “Get your appropriations first and we will talk business.” 

Mr. Passman. They are that independent / 

Mr. Roseman. Yes. 

Mr. Gary. Is the $130,000 a part of the $363,000 ¢ 

Mr. Roseman. No. That isin addition. 


Mr. Passman. There is $363,000 that has already been obligated, 


prior to even negotiating a contract. 
Mr. Gary. For what? 
What is the difference between the $363,000 and the $130,000. 
Mr. Roseman. The $363,000 is to be applied toward the first 2 vears 
of this contract. 
Mr. Passman. That is vet to be negotiated. 


FIELD SURVEY 


Mr. Roseman. Right. We have asked the University of Georgia 
and they have done it—to send out a field party to make a survey and 
to work up the plan for the development of this agricultural institution 
in Cambodia. 

Mr. Passman. Who paid for that survey / 

Mr. Roseman. We did. 

Mr. Passman. Out of what appropriation did you take it ? 

Mr. Roseman. I think it came out of the technical cooperation 
appropriation. 

Mr. Passman. Of this $363,000 that you are carrying as an obliga- 
tion. 

Mr. Roseman. Yes. 

Mr. Passman. You have not yet actually entered into a contract 
with this university / 

Mr. Roseman. We have actually arranged for a preliminary survey 
which is now completed. 

Mr. Passman. You have not entered into a contract / 

Mr. Roseman. That is right. 

Mr. Passman. So, even though you are asking for money and you 
have already obligated money for 2 years of the contraect— 

Mr. Roseman. The first 2 years. 

Mr. Passman. Now you are in asking for money for a third year, 
before you even negotiate a contract. 

Mr. Roseman. That is right. 

Mr. Passman. That isa little farfetched. 

Mr. Roseman. As I explained this morning our policy is to obligate 
funds to finance the first 2 years of this type of contract. The uni- 
versity wants to be assured of financing before it signs a 2-year con- 
tract. with its people, and we generally insist that these people stay in 
Cambodia a minimum of 2 years. 

Mr. Anprews. Has the $363,000 already been appropriated 2 
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TWO YEARS’ FUNDING PRIOR TO SIGNING CONTRACY 


Mr. Passman. Appropriated, and they carry it as an obligation, 
and yet they have not even entered into a contract with the university. 
They are funding it for 2 full years, prior to the signing of the con- 
tract. Now they are in before the committee asking for an appropria- 

tion for an additional year, and the contract has not been signed. 

Mr. Gary. The $130,000 is fora third year 

Mr. Roseman. Yes. 

Mr. Passman. We are going to get this straight. Please under- 
stand we are trying to understand this. lam too old to fight and too 
nervous to shoot. You do have $363.000 that you have obligated for 
this contract / 

Mr. Roseman. Yes. 

Mr. Passman. And you have not as yet signed a contract 4 

Mr. Roseman. Yes. 

Mr. Passman. And the $363,000 is for 2 years / 

Mr. Roseman. Yes. 

Mr. Passman. You are now asking for $130,000 for an additional 
year ¢ 

Mr. Roseman. That is right. 

Mr. Passman. Which would fund you for 3 years, if you should 

by chance get the $130,000 4 

Mr. Roseman. That is right. 

Mr. Gary. $130,000 ¢ a year would be $260,000 for 2 years. Why is 
it you are paying $363,000 for the first 2 years ? 

Mr. Rosewan. Because it will be a heavier program in the first 2 
years. They will have a few additional people for the first 2 years. 

Mr. Gary. Does that also include the survey / 

Mr. Roseman. It includes the survey, but it did not cost much. I 
do not know exactly what it cost. 

Mr. Passman. This reminds me of the $19 million deobligated in 
the fiseal year 1959. You are just putting a lot of peas in the pot in 
case some of them should burn. 


ITEMIZATION OF OBLIGATIONS TO DATE 


Let us break down the $363.000 contract. Please tell the committee 
just where you are going to spend the $363,000. Itemize it for us at 
this time. 

Mr. Roseman. I can tell you how many technicians are involved. 
There are seven full-time specialized people planned from the Uni- 
versity of Georgia. 

Mr. Passman. For how long? 

Mr. Roseman. Most of them will be there for the duration of the 
contract. 

Mr. Passman. What are you paying them ? 

Mr. Roseman. I do not have the budget for this contract with me. 
T can sketch it out. There is an estimate. Obviously we do not know 
exactly until we work out the details with the University of Georgia. 

Mr. Passman. You had to put some figures down. You could not 
have pulled $363,000 out of the air. 

Mr. Roseman. Our estimate included seven full-time people. 
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Mr. PassMAN. Give us their salaries first. 

Mr. Roseman. I do not have the salary figure with me. 

Mr. PassMan. Estimate, then, the cost of the technicians. 

Mr. Grant. This will vary with the university you contract with. 
The salaries in some institutions in some parts of the country run 
higher for comparable services than in other parts of the country. 

Mr. Roseman. I would estimate that if we have seven full-time 
technicians they would probably cost us—salaries, travel expenses for 
themselves and families 

Mr. Passman. I would like the salaries. 

Mr. Roseman. I cannot tell you the salary precisely. 

Mr. Passman. You enter into a lump-sum contract with the uni- 
versity ? 

Mr. Roseman. Yes, but they give us a detailed budget. 

Mr. PassmMan. Seven technicians is the total number you are going 
to employ. 

Mr. Roseman. No, sir. If you will let me break this down my way. 
If you figure the average technician, including all his costs—salary, 
travel for himself and family, the cost of shipping household effects, 
his allowances, and other costs—the total will be about $25,000 a 
year. That will be $175,000 a year for the seven. Multiply that by 
two and that gives you $350,000. There will also be some short-term 
consultants and some participants, and there will be some teaching 
aids and materials. That roughly is the basis behind this estimate. 
That is our estimate upon which we will negotiate with the University 
of Georgia when we negotiate a contract. 

Mr. Passman. You do not think it would have been safe to have 
waited until you found out from them the actual cost before obligating 
the funds? 

Mr. Roseman. No, because they would not then have undertaken 
discussions with us for this contract. 

Mr. PassMAN. Without knowing you had the money in hand, ready 
to roll the dice? 

Mr. Roseman. Yes. 

Mr. Passman. They will not sign a contract until you have the 
money in hand to pay them 2 years in advance? 

Mr. Roseman. That is right, sir. 





BASIS FOR REQUEST OF MONEY FOR THIRD YEAR 


Mr. Passman. For what purpose are you requesting money for the 
third year? 

Mr. Roseman. It has been our policy to finance these contracts for 
2 years to start with, and to add 1 year’s financing each year there- 
after so that the contract will be funded 2 years ahead. The univer- 
sity has to make 2-year contracts with its people. 

Mr. Passman. Do you think you will get the program started 
before July 1? 

Mr. Roseman. Yes. 

Mr. PassMAN. You are going to get the contract negotiated? 

Mr. Roseman. Yes. 

Mr. Passman. Why would you not be satisfied with 2 full years of 
money 4 


rol 


f 
OU 


Ss "TQ ePMS oS 


GA @& 





1747 


Mr. Roseman. We would not be able to assure the universit y——- 

Mr. Passman. That you got the third year money, and they do not 
request the third year money. 

Mr. Rosearan. They expect. us to keep the contract funded 2 years 
n advance after the first year. 

Mr. Passman. You have enough money to obligate for an addi- 
tional year. Under your own terms, even with this inflated figure, 
you have all the money you need to enter into a contract for 2 full and 
complete vears: but here you are, even before signing the contract, 
and this is May, asking for ‘the third year money. 

Mr. Roseman. We will have to put the additional money for the 

third year in before the end of fiscal year 1961, under our policy y. 

Mr. Passman. You do not even know on what date you are going to 
sion the contract. 

Mr. Roseman. My understanding is that this contract 

Mr. Passman. How does this place all other contracts, when you only 
have a total on hand unexpended of an average of about 18 months 

Mr. Roseman. I think you will have to differentiate between uni- 
versity contracts and commercial contracts. Our policy y on university 
contracts is to finance 2 years and add 1 year at atime. Commercial 
contracts are financed on a shorter term basis. 

Mr. Passman. You would not like to think this committee would 
recommend money for $4 billion a year based on testimony as weak 
as this: would you! Y 

Mr. Anprews. So this is money for the fiscal year 1963 ? 

Mr. Roseman. It is for the fiseal year 1962, oe It will be obli- 
gated in fiscal year 1961. 

Mr. Passman. You are funded for 1961-62 already. 

Mr. Roseman. Not for full 1962 


ESTIMATED EXPENDITURES BY FISCAL YEARS 


Mr. Passman. What are you going to spend for the next 3 years on 
this contract? Break this down for the fiscal year 1961 and 1962, and 

tell us how much you are going to spend against this contract. 

Mr. Roseman. Counting the ; salaries of their people 

Mr. Passman. Just tell us what you are going to spend in the fiscal 
year 1961 ¢ 

Mr. Roseman. My guess would be about $200,000. 

Mr. Passman. Let us get into the fiscal year 1962 

Mr. Roseman. My assumption would be we would spend $200,000 
roughly in the fiscal year 1961 which would consist of salaries and 
other costs of their full-time and part-time people. 


er 


Mr. Passman. Let us get what it is going to cost. 

Mr. Roseman. $200,000. Then another $200,000 in the fiseal year 
N62. The $200,000 that I cited for fiscal year 1961 was only for the 
salaries and other costs of the Georgia U niversity people. In addi- 

tion, we will have the cost of training participants nnd the cost of 


the commodities the contractor will buy, which probably will ad’ up 
to another $50,000, making a total for the fiseal year of about $250,000. 
Mr. Passman. I thought you answered Mr. ( rray’s question by say- 
ing that the first year was high on account of all the preliminaries. 
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You have taken the second year, and you are stating that will also be 
$900,000. 

Mr. Roseman. I may have misspoken, sir. It will go down toward 
the end of this contract in 1963, but for the first 2 years, when you 
have a full staff involved I would assume you might need as much 
as $250,000 each year. 

Mr. Passman. Will vou bring us a copy of your proposed contract 
with the university ? 

Mr. Roseman. Yes. 

Mr. PassMan. Do you have it with you? 

Mr. Roseman. No. There is no proposed—— 

Mr. Passman. You said $250,000 the first 2 years? 

Mr. Roseman. For each of the first 2 years. 

Mr. Passman. That is $500,000. This is getting worse as we go 
along. 

Your figures will not work out. We have the original figures you 
gave us here. 

Mr. Roseman. I have been working this out as we talk. I will be 
glad to submit what we have in the way of a planned budget. 

We do not yet have a contract. We can show you the plan fora 
contract. 

Mr. Passman. You have $363,000 obligated when you do not have 
a contract, which is approximately ¢ 2-year supply of money. 

You are here asking for an additional $130,000. 

Mr. Roseman. I am sorry, sir. This is not approximately a year’s 
supply. The first year we will spend $250,000. In the second year it 
will be another—— 

Mr. Passman. Is that the type of contract you have, you will pay 


A 


them $250,000 for the first year? 

Mr. Roseman. This is what it will cost. 

Mr. Passman. Is that the proposed contract that you have with the 
university, in writing ? 

Mr. Roseman. This is the plan for the contract. We do not yet 
have a contract. This is the budget and the plan. 

Mr. Passman. Is it this simple, and that is that you have legisla- 
tion which permits it? T am not blaming you—you are screening off 
$363,000 in obligations for a contract that you have not entered into, 
and you do not even know you will? 

Mr. Roseman. Yes, we do. We have asked the University of 
Georgia to send a survey team. They have made a report to us. 
They have worked out a plan on the basis of which we have obli- 
gated—— 

Mr. Passman. The university decides the need? JT thought our 
men did. You are letting the recipient of these dollars establish the 
need ? 

Mr. Roseman. We establish the need. After working out an 
agreement with the Cambodian authorities that this activity should 
be done by an American university, we ask the university to make a 
detailed survey. It would not be sound for either us or the university 
to enter into a contract without a detailed survey. We have learned 
that by bitter experience. 

Mr. Anprews. I understood the gentleman to say that he had here- 
tofore obligated $363,000 for a 2-year contract. Is that right ? 
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Mr. Roseman. Yes, sir, obligated $363,000 toward a contract, not 
necessarily for a 2-year contract. 

Mr. PassMan. Yet to be entered into? 

Mr. Roseman. That we have planned and for which we have had a 
preliminary survey. But we have not yet signed a contract. 

Mr. Anprews. Now you request $1: 30,000 for “fiscal 1961. 

Mr. Roseman. Yes, sir. 

Mr. Anprews. For a total of $493,000. 

Mr. Roseman. Yes, sir. 

Mr. Anprews. I understood you to say that that was for a 3-year 
contract. 

Mr. Roseman. We think the contract will cover 3 years; yes, sir. 

Mr. Anprews. Then when I asked you if you planned to obligate 
or spend $130,000 in 1963, you said “no,” you were going to spend 
$500,000 in the first 2 years. 

Mr. Roseman. I am sorry, sir. I misunderstood you. In fiscal 
year 1961 we will spend $250,000. 

* In fiseal 1962 we will spend approximately another $250,000. 

In fiscal 1963 we will spend $130,000. That is if the money is 
appropriated. 

Mr. Anprews. That is not this $130,000? 

Mr. Roseman. How much more we will need than the $130,000 for 
fiscal year 1963 is yet to be determined. 

Mr. Anprews. You have already spent the $363,000 you have? 

Mr. Roseman. Obligated. 

Mr. Anprews. Plus the $130,000 you ask for now. You have spent. 
all that in 2 years. 

Mr. Roseman. It is 

Mr. Anprews. That totals $493,000. 

Mr. Roseman. $7,000 difference. 

Mr. Anprews. You say you will spend $500,000. 

Mr. Roseman. If I may go over this again. This contract will 
cost roughly around $250, 000 a year starting in fiscal year 1961. There 
will be some expenditures in fiscal year 1960 which will be relative ly 
minor. We will spend about $250,000 in fiscal year 1961; $250,000 
in fiscal year 1962; we are asking for $130,000 for fiscal year 1963. 

Mr. Anprews. It does not add up. 

Mr. PassMAN. Weare just trying to establish how ridiculous all this 
mess is, so you need not go further. We just want to occasion: ally 
throw in a contract, so that the readers of the record m: Ly know how 
confused most of this is. 

If you want to reconcile the figures—— 

Mr. Roseman. I see your point, sir. We have $493,000, including 

$363,000 and the $130,000. That will take the first 2 years at $250,000 
a me ar. 

Mr. Anprews. You lack $7,000. You say it will be a 3-year 
contract ¢ 

Mr. Roseman. These are approximations. 

Mr. Anprews. You said first that this $130,000 was to complete 
the third year of the contract. 

Mr. Roseman. I was wrong,sir. I misspoke, 
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Mr. Anprews. No further questions. 
( Discussion held off the record. ) 
(Note: Additional information may be found on p. 3076. 


China (TArwan) 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fisea 





Major cost component and field of activity 
Actual | Estimated 
fiscal vear fiscal veal 
1959 1960 
Project assistance 
lecknicians 804 1,002 
Participants 690 SO] 
Contractual service : 457 217 
Supplies and equipment 458 222 
Contributions to cooperative services. 
Other costs 9] 158 
Total project assistance 2, 500 2. 400 
Number of people 
Pechnicians (on duty close of year 
U.S. employed 18 | 
Contract . 9 7 
otal techr s 7 62 
Participants (programed during year 
Noncontract 237 299 
Contract oa 
lotal participants 237 229 
Field of activity 
Agriculture, forestry, and fisheries s : 443 455 
Industry and mining 319 530 
Transportation 154 130 
Labor 
Health and sanitation 157 205 
Education ; 785 380 
Public administration 156 160 
Community development, special welfare and housing e 
General and miscellaneous 7 186 540 
Total by field of activity ‘ 2. 500 2, 400 


Mr. Passman. We shall move along to China (Taiwan). 


TECHNICIANS 


The number of technicians, United States and contract, 


for 


Proposed 


fisc il 
1961 


year 1960 numbers 62; proposed for fiscal 1961 is 78. That is 
increase of 16, but you are requesting no increase on the amount. 
Mr. Passman. What are you going to do, slice it up thinner? 


REDUCTION IN COMMODITY ELEMENTS 


Mr. Roseman. We will cut some of the commodity elements 


Mr. Passman. What percentage in 1960 will be commodity 


ments / 


Mr. Roseman. Commodity costs will be cut from $222,000 in 1 
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to $150,000 in 1961. The cost of participants will also be reduced 
from $801,000 in 1960 to $525,000 in 1961. 
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PARTICIPANTS 


Mr. Passman. Where do you train these participants ? 
Mr. Roseman. In the United States, the Philippines, and Japan, 
Che total number of participants will decline from 229 to 166. 


DEOBLIGATED PROJECTS IN TAIWAN 


Mr. Passman. Are you familiar with the long list of projects de- 
obligated in Taiwan ? 

Mr. Roseman. I have that list, sir. 

Mr. Passman. What is the number of projects deobligated in fiscal 
1958, 1959, and 1960 ¢ 

Mr. Roseman. I am not sure we can give it by projects. We can 
give it by amount of money 

Mr. Passaan. Iam interested in projects. 

Mr. Grant. For technical cooperation, sir? 

Mr. Passman. Yes. 

Give us the number of projects, and we shall get to his money later. 

Mr. Roseman. The table I have shows deobligations during the 
period September 30 to December 31, 1959, for technical cooperation 
and defense support projects with unsubobligated balances on Septem- 
ber 30. For the technical cooperation projects on this list, deobliga- 
tions amounted to less than $50,000, and, if my addition is correct, 
there were six technical cooperation projects. The amount deobli- 
gated varied from about $20,000 to as little as $1,000. More recent 
data indicate that technical cooperation deobligations for the entire 
fiscal year 1960 will range between $450,000 and $500,000. 

Mr. Passman. I still would like to know the number of projects 
that you deobligated. 

Mr. Roseman. We do not deobligate a whole project. These are 
underestimates or overestimates. 

Mr. Passman. Yes; you have. 

Ben RoseMAN. We have finished projects and balances remain but 

e have not deobligated the project, sir, if that is what you mean. 

ate Passman. How do you think that the T.A. bilateral agreement 
built up $19 million in deobligated funds in 1959 without taking 
some projects that you planned and deobligated ? 

Mr. Roseman. I cannot speak for the rest of the world but only 
for the Far East. I know of no case in the Far East 

Mr. Passman. I wish you would look at this table prepared for this 
committee when we were out there. Do you have a copy of it? 

Mr. Roseman. I think this is it. 

Mr. Passman. Youhadtwo. You had that and the supplement. 

Mr. Roseman. Right here. 

Mr. Passman. Would you look at that second list ? 

Miss Granby. I believe you are talking about all functions. We 
are now discussing technical cooperation, 


PROJECTS INITIATED WITHOUT AUTHORITY OUT OF DEOBLIGATED FUNDS 


Mr. Passman. Do you have any idea as to the number of projects 
we see in this area marked “continuing” which may have been initiated 
out of deobligated funds, projects not justified before the Appropria- 
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tions Committee of Congress; but, as you took deobligated funds and 
started the project it became a continuing project before the com- 
mittee for funds for the ensuing year ? 

We are having a lot of trouble on that, because it was brought to 
our attention that it could easily be that there is a large percentage 
of these projects, and we have Mr. Grant here, in the entire program 
which you show as continuing, and certainly they would be continuing 
if you had entered into a contract and spent money. Before we com- 
plete the hearings we will try to ascertain the number of those projects 
that you list as continuing which you started without any authority 
other than the basic law. 

Do you understand what I mean ? 

Mr. Roseman. Yes. 

Mr. Passman. You understand you can take deobligated funds and 
initiate a new project without authority from Congress. Is that 
correct ? 

Mr. Roseman. Yes. 

Mr. Passman. We want to know how many were initiated without 
the authority, using the basic law. 

Mr. Roseman. China is the only place we have run this down. 

Mr, Passman. Is there any way for you to get that information to 
the committee ? 

Mr. Roseman. I think we might through a good deal of study. 

Mr. Passman. Let us do some . studyi ing, and give us the best answer 
youcan. It easily can be there are many of those. We want to know 
the percentage of projects known as continuing which originated 
without specific authority from the Appropriations Committees. 

When you pick up $19 million in one year in deobligated funds and 
reobligate a lot of the money for new projects, if you have been doing 
that since you have had the program, it could be that the majority of 
these projects were started without justification before us. 

Mr. Grant. This is not the case. The great majority of these de- 
obligated funds will go into continuing projects, under which either 
our cost estimates were lower than what actually developed to be the 
need, just as much of the deobligations came from overestimates in 
other cases, or they go to projects where the rate of acceleration has 
been greater than anticipated. 

In addition, if you take a year such as fiscal year 1960, we presented 
to you a program which added up to 179.5 last year. You made avail- 
able in new funds $150 million, so that deobligations, if they went for 
new projects, in all probability went for projects which were presented 
to you in the book last year. 

Mr. Passman. You may be absolutely correct. What we are trying 
to do is not merely to be pleasant across the table but to be factual, 

We want to know the number. The able Under Secretary of State 
has said you were asking for more money than you could program. I 
did not put that in the heari ings. 

There is some dissatisfaction about that. 

It developed in the prior year you deobligated $19 million; and 
you could not deobligate $19 million out of the : appropriation you had 
for fiseal 1959 without having screened off a lot of obligations, not 
genuine, or you overestimated the cost of projects. 
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As we have brought out here that you do initiate many contracts 
which have not been justified before this committee, we are trying to 
find out how many. 

In 1959, and your argument would not hold, that was the year we 
were trying to trade rabbits for deer , and we did not cut you a penny. 
I do not think it would apply there. We didn’t cut you a dime that 
year, which is all the proof you need that we gave you more money 
than you needed. 

You obligate it, then deobligate it to the tune of $19 million. 

Try, if you can, to come up with an answ er, Mr. Grant, on a world- 
wide basis—the number of projects listed in "this book as continuing 
which you initiated, without justifying the need before this commit- 
tee, out of deobligated funds. 

I believe we should address that question to Mr. Grant and Mr. 
Murphy. We are dealing specifically with one area now, but the 
committee is interested in the overall program. 

Mr. Roseman. If I might comment on this. So far as the Far 
East is concerned we have had relatively few new projects; almost 
every project in this book has come before your committee. 

Mr. Passman. Try, if you can, to find a few projects for which 
you: do not already have money. I have been reading these books 
and it looks as if about everything the mind of man can think about 
is in there. 

(The following information was subsequently supplied :) 

Of the 1,164 Technical Cooperation projects presented as continuing projects 
in the fiscal year 1961 program, 97 had not been presented in the same form in 
prior presentations. Many of these had previously been presented merged in 
another activity. Others represent the consolidation of several previous activi- 
ties. Some were initiated in fiscal year 1960 after congressional action, using 
reprogramed funds to meet emerging needs and opportunities for action. 

Mr. Roseman. May I tell you about one? 

Mr. Passman. All right. 


EDUCATION AL PROGRAM IN CAMBODIA 


Mr. Roseman. In Cambodia, the country which has one real sec- 
ondary school, the French high school, in which young people can be 
prepared for university entrance. 

The Cambodian Government has been extremely anxious to have a 
high school based upon American standards, so they could train people 
not only to become philosophers and lawyers under the French sys- 
tem, but so they also could prepare ( ‘ambodian young men and women 
a training in the United States, particularly for the fields that 

Cambodia urgently needs—agronomists, engineers, and other profes- 
sions that are essential to economic deve lopment. 

We have no money for that project and we are not going ahead 
with it. The Cambodian Government has offered us a site. I think, 
my friends in the State Department would agree that this would be 
a very import: int project. 

We do not have money for this project now. 

Mr. Passman. That is your area. I would have to disagree with 
you, because I turn over to page 7 and I see you do have, under 

“Education,” $385,000 for fiscal 1961 alone. 

Mr. Roseman. That is right. 
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Mr. PassMan. You could find subjects in education you do not have, 
You have vocational industrial training, rural de ‘velopment, english 
language laboratory, so you have an education: program. 

Mr. Roseman. Yes. You asked about a project we did not have 
which is— 

Mr. PassMan. You can get phases. 

Mr. Roseman. This would be an American type high school where 
the language of instruction would be English. That is what the 
Cambodian Government wants. 

There is nothing in the Cambodian educational program which 
will prepare young Cambodian men and women for the university 
admission requirements we have in the United States. 

Mr. Passman. Even though you have an English language labora- 
tory, you can use your imagination and say we taught them everything 
but how to wear their hats and say that was another subject. 

How much have we spent in Cambodia for education? You are 
asking $385,000 for fiscal 1961 

Mr. Roseman. We have spent over $1 million in education there. 

Mr. Passman. Is there a limitation placed on the type of education 
you can give them out of this / 

Mr. Roseman. This is based upon the requests which the Govern- 
ment has submitted to us. We have accepted certain of those and 
we have not been able to accept others. 

Mr. PassMan. You spent over $1 million, and you have $385,000 
for education in fiseal 1961. 

Mr. Roseman. Yes. 


SCHEDULED PHASING OUT OF EDUCATIONAL PROGRAM 


Mr. Passman. When do you anticipate you will phase out your 
educational program ? 

Mr. Roseman. The projects included in the fiscal 1961 program are 
scheduled to phase out in 1964 and 1965. 


TOTAL COST OF EDUCATIONAL PROGRAM 


Mr. PassmAn. And the total cost. The fact that you have spent 
over $1 million in the last 2 years. 

Mr. Roseman. Yes, sir. 

Mr. PassmAn. You used the figure of $1 million. 

Mr. Roseman. I said over $1 million. 

Mr. Passman. You qualify it, over $1 million. The public debt 
is over $1 million, too. At least we are even on that score. 

Mr. Roseman. I haven't the exact figures in front of me. 

Cambodia is spending about 25 percent of its national revenues on 
education. ‘This is the No. 1 priority of this country. 

In the education program we have a vocational industrial training 
program. We used to call it manual training when I was a youngster. 

Mr. Passman. In addition to those just enumerated / 

Mr. Roseman. We have a project in rural development through 
education, which is primarily for the training of youngsters in voca- 
tional agricultural education. 

We have an English-language laboratory to train Cambodian teach- 
ers how to teach English. 
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Mr. Passman. Why do you have to send them here to learn again ? 

Mr. Roseman. This is training within Cambodia. It will be a long 
time before the Cambodians will be able to speak English, even though 
they want to. 

There is no university in Cambodia. Some of their young people 
they want trained in the United States at the university level so they 
will not need our technicians m the future. 

Mr. Passman. What amount do you have for education in all these 
different fields mentioned / 


OBLIGATIONS 


Mr. Roseman. In technical education we have obligated $218,000 
through 1959. We plan to obligate $91,000 in fiscal 1960; $90,000 in 
fiscal 1961, and an additional $2 270,000 after fiscal 1961. The project 
will go through 1964 on a dee lining basis. 

Mr. Passman. The final year is $270,000? 

Mr. Roseman. No; the final 3 years—fiscal 1962, 1963, and 1964. 

Mr. Passman. How can it be declining if you go from $90,000 to 
$270,000? It is declining in the opposite direction. 

Mr. Roseman. For the last 3 years it is $270,000. It will be about 
$90,000 a year for the last 5 years. 

For the program on rural education, and I remembered the figure 
of $1 million here, we have obligated through fiscal 1959 $1,033,000. 

In fiseal 1960 we will obligate $410,000. 

In fiscal 1961 we plan to obligate $270,000. 

This project will end in fiscal year 1965. For fiscal 1962, 1963, 
1964, and 1965 we plan to obligate $600,000. 

Mr. Passman. Additional ¢ 

Mr. Roseman. Yes. 

For the last one, training of Cambodian English teachers, we have 
obligated $62,000 through fiscal 1959. In fiscal 1960 we plan to obli- 
gate $27,000. $25,000 is proposed for 1961, and for the last 3 years. 
ending in 1964, we plan to obligate $120,000. 

That is it for a country of 5 million people who had a very inade- 
quate educational system when we came in. 

Mr. Passman. I don’t think they had too much 500 years ago, either. 

Mr. Roseman. 500 years ago it made little difference in the world. 

We have competition. The Chinese and Russians are busy there. 

Mr. Passman. I didn’t think we were supposed to be in competition 
with other people. 

Mr. Roseman. Not on this program, sir. It is competition for in- 
fluence in this area. 

Mr. Passman. These three programs in the field of education, for 
Which you are getting a small downpayment, if you carry them to the 
end will be $3,216,000. 

Mr. Roseman. We will check the figure. 

Mr. Gary. I would like to ask a question on Cambodia before we 
leave that country. 


Contract Wirn UNIversiry OF GEORGIA 


What is that $363,000 contract with the University of Georgia? 
What will it be spent for? Is it services? 
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Mr. Roseman. Primarily. There will be a small amount for special- 
ized equipment they need for teaching purposes. There will be some 
training at the University of Georgia. Wecall that item participants, 

Mr. Gary. Will there be any equipment for the school ? 

Mr. Roseman. Only incidentally. They have a school building 
already. The Georgia people may need some specialized teaching 
aids or books but there will be no construction or major equipment, 

Mr. Passman. Mr. Ford? 


PROGRESS TOWARD SELF-SUPPORT IN TAIWAN 


Mr. Forp. On page 10 of the justification book it reads as follows: 


Taiwan economy continues to show a notable record of achievement. The 
island offers one of the most promising long-range prospects among all the under- 
developed economies for achieving self-generating and self-sustaining growth. 

Later on it says: 

The basic economic problem of Taiwan continues to be the heavy drain imposed 
on physical and financial resources by the need to maintain a strong military 
establishment and to provide for requirements of a population growing at a rate 
of 3% percent per annum. Without U.S. assistance the economy would be unable 
to generate sufficient growth to cover military and civilian consumption and 
investment requirements. 

Here you have a country which apparently has done, and you hope 
will do, well with our aid and assistance. You tend to indicate that 
in time there could be quite a dropoff in our aid and assistance. 

Do you have any time scale for that ? 

Mr. Roseman. When we come to discussing defense support for the 
Far East we would like to give you this in detail. 

Let me indicate generally what the program is for Taiwan which 
covers both technical cooperation and defense support. 

Taiwan is the best prospect we have among all the countries in the 
Far East for making substantial progress and a breakthrough into 
self-supporting economic growth. 

This is due to several factors. One of the facts is that the Chinese 
have a higher degree of technical skill than the people of any other 
country except Japan in the Far East area. This comes about largely 
because of the skilled technicians who came from mainland China 
fleeing from the Communists. 

Secondly, the Government of the Republic of China on Taiwan has 
made substantial progress in the development of small industry. There 
are something like 20,000 industrial plants in Taiwan producing items 
for both the internal economy and export. 

Thirdly, in Taiwan you have the most successful land reform that I 
happen to know about any place in the world. You have somewhat 
over 70 percent of the farmers of Taiwan cultivating their own land 
and increasing their production year by year, not only their production 
of rice but more significantly pineapples and other export crops. 

We feel that they are now at the point of making substantial progress 
toward economic self-support, despite the fact that they have a large 
military burden. Off the record. 

(Discussion off the record.) 

Mr. Forp. I ask that because the world being what it is today I see 
no hope for any significant change in the military picture. 
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As long as there is no change, their contribution will continue as it 
is now and as it has been. 

Certainly their population growth will not decrease but probably 
increase. 

With those two factors it is almost impossible for me to visualize 
that they could catch up and overtake the problem they have had. 

Mr. Roseman. Off the record. 

(Discussion off the record. ) 

The Government of the Republic of China has proposed to us a pro- 
gram involving many significant actions, including establishment of 
a unitary exchange rate, additional taxes, and freeing up the economy 
from many controls which have shackled that economy for many 
years. It offers, in our judgment, an opportunity for substantial 
economic progress. The Chinese work harder perhaps than anybody 
else in the world, and they are good businessmen. 

If they have a chance, we ‘believe they can accomplish what they say 
they w ish to accomplish. 

Mr. Granv. It is notable that their industrial production since 1952 
has increased by some 125 percent. It is really quite a remarkable 
phenomenon with the mixture of U.S. help and the Chinese deter- 
mination of self-help. This is one of the really strong points for the 
future. 

Mr. Forp. Off the record. 

(Discussion held off the record.) 

Mr. Forp. That is all, Mr. Chairman. 


USE OF DEVELOPMENT LOAN FUND REPAYMENTS 


Mr. Passman. I believe the gentleman said there might be a con- 
tinuation of the Development Loan Fund. 

Mr. Roseman. Yes. 

Mr. PAassMAN. If there is ever grant aid it isthe DLF. I want to 
borrow your imagination if you see it any other way, because under the 
DLF I should think that the Republic of China pays the loan back 
in their own currency—is that correct ? 

Mr. Roseman. Most of their loans are. 

Mr. Passman. I think we then spend that currency back in their 
country : do we not ? 

Mr. Roseman. I think you will have to ask DLF. 

Mr. Passman. I believe the lady knows the answer. 

Is that vour understanding? 

Miss Granny. Not that I know of as yet. 

Mr. Passman. If they pay it in loc al currency, the only place we 
can use the local currency is back in the country which paid it to us. 
Is that correct ¢ 

Mr. Mvurrerry. That is correct. 

Mr. Passman. I wanted to be sure you did not have your imagina- 
tion lead you into believing this DLF was not grant aid. 


DEFAULT IN PAYMENT BY BORROWERS UNDER DLF 


Mr. Anprews. Concerning DLF, what happens in the event of de- 
fault in payment by the borrower ? 
I don’t imagine you have had any case of that ? 
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Mr. Murrny. We have not had any case of default. It would de- 
pend on whether the loan was guaranteed by the host government 
or not. 

If it was a loan with a private organization and not a government 
organiz: ation, and there were a government guarantee behind it, you 
would act against the government guarantee. 

If it is a loan to the government itself, a government ente rprise, we 
would use all the powers and persuasion we can to convince the govern- 
ment in its own best interest that it had better meet the obligations 

called for under the loan. 

You are right, we have had no instance as yet of default, Mr. 
Andrews. 

Mr. Anprews. Does the bank take collateral for any of these loans? 

Mr. Mureny. DLF would be empowered to take collateral, I 
believe. 

Mr. Anprews. Do they? 

Mr. Murrny. I don’t know, Mr. Andrews. 

Mr. Gary. I imagine that if one of the countries defaulted that 
would show it was an underdeveloped area and we would double the 
loan. 

Mr. PassmAn. Would you not further state that as it is repayable 
in local currency, and we cannot spend that local currency in their 
country until there is a mutual agreement about what projects will 
be developed, about all they could do would be to just pay us in local 
currency. 

Certainly it would have no effect on their economy if you are not 
spending it, so there would be no reason for their defaulting on local 
currency. 

They would really have to get in bad shape to get to where they 
didn’t have enough money to repay local currency. That is a little 
farfetched. 

RESTRICTIONS ON USE OF LOCAL CURRENCIES 


Mr. Grant. As I understand the DLF repayments, they are free 
to use local currency for further loans within the country as they 
deem fit. The only restriction would be to use Taiwan currency to 
make loans outside Taiwan. 

They could not reloan this local currency to private enterprise within 
Taiwan without—— 

Mr. PassmMan. Without the permission of the Taiwan Government? 

Mr. Grant. That is right. 

Mr. Passman. Can you take the local currency and lend it back to 
a company in Taiwan without the approval of the Government ? 

Mr. Murpny. Yes, sir; I believe the only restriction is the one Mr. 
Grant indicated. You cannot use it to remove resources from the 
country. You cannot use it for the benefit of a third country. 

Mr. Passman. Nor can you bring anything to the United States 
out of there against it. 

Mr. Murreny. That is right. 

Mr. Passman. You could not call that a loan. 
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PERCENTAGE OF DLF LOANS MADE TO FREE ENTERPRISE 


What percentage of the total amount of the DLF which has gone 
into India, since they get about 25 agar of all the DLF, is m: ade to 
free enterprise’ W ‘ould you have that information ? 

Mr. Mureny. I would have to research their book. 

Mr. Passman, It is relatively small; is it not 4 

Mr. Grant. I understand that a substantial percentage of the DLE 
loans are for the benefit of the-—— 

Mr. Passman. I did not say the benefit. I said to the free enter- 
prise system directly. It is all supposed to be for their benefit. Let 
us not misunderstand the questions now. 

You look there and see how much of the loan has been made to India 
for her railroads and other socialized endeavors / 

Mr. Grant. We have it worldwide. 

Mr. Passman. All right, worldwide, even though I asked for India. 

Mr. Grant. Out of a total of $940 million of loans and guarantees 
ene for a specific project and program, a total of $304.1 million, 
or 32 percent, is primarily for the benefit of the private sector. 

Mr. PassmMan. Benefit of or loan made to / 

Mr. Grant. Forty-three loans and two guarantees were approved 
for this purpose. 

Of this total, $159.8 million is directly to private borrowers and 
to intermediate credit institutions for relending to private sectors. 

Mr. Passman. Many of these institutions would be Government- 
owned, or joint ownership i in other instances / 

Mr. Grant. The remaining $144.3 million went to quasi-Govern- 
ment powers to be placed directly to the disposition of private indus- 
try or other private activity. 


STEEL IMPORTS FOR PUBLIC AND PRIVATE SECTORS 


Mr. Passman. We shall insert this in the record, page 90, DLF 
justifications, steel imports for public sector projects and steel im- 
ports for private sector projects; $22 million for private sector pro}- 
ects, repayable 15 years, 542 percent in Indian rupees; $18 million 
for public sector projects, 314 percent, 15 years in Indian rupees: 
borrower, Government of India. 

(The page referred to follows :) 


DEVELOPMENT LOAN FUND—SoutTH ASIA 
INDIA 


Steel imports for public sector projects—Steel imports for private sector projects 

Loan amount and terms.—$22 million for private sector projects repayable in 
15 years at 5% percent in Indian rupees; $18 million for public sector projects 
repayable at 34 percent in 15 years in Indian rupees. 

Borrower.—Government of Indis Ll. 

Status.—Loan agreements signed. 
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These loans are being used to finance the purchase and import of structural 
and other types of steel for a variety of public and private projects in India in 
connection with the country’s second 5-year development program. The types 
of steel to be obtained with these loans, include heavy structural steel, light 
structural steel, light rails, rounds, plates and sections, wires, tinplates, black 
sheet strips (hold and cold rolled), tools, and alloy and special steel. 

The private projects for which the steel imports would be used include proj- 
ects in the fertilizer, automobile, machine, ball bearing, and locomotive indus- 
tries. The public projects which will put the steel to use include power proj- 
ects, water supply and irrigation schemes, and port improvement projects. 


USE OF PROCEEDS OF DLF LOANS 


It makes no difference to whom you give it. If it is a loan to the 
Government, the Government would have the say as to whether, when 
they repay it. it can go back into individual companies; would it not! 

Mr. Grant. Sir, when the Government of India repays the DLP, 
the DLF can use the proceeds for loans to other project sectors. 

Mr. Rumaey iN. But, 1f you make this loan to India for these things 
you outline, then you could not take the repayment of the loan from 
India, since the loan was made by India, and make the loans back to 
private enterprise without the permission of India; could you? 

Mr. Grant. Yes, sir. 

Mr. Mureny. When the Indian rupees are paid to the United 
States, they go into the capital fund of the Development Loan Fund, 
and under the terms of the Development Loan Fund they may be used 
for other projects requiring Indian rupees. 

There is nothing that I am aware of, Mr. Chairman, which would 
require the approval or consent of the Government of India to that 
use, as long as we use them in India. 

Mr. PassMan. At least, it follows, and I doubt very seriously, if 
India objected to your making a loan, which the Government had 
repaid in rupees, to some private enterprise system, that you would, 
over the protest of India, make it anyway ? 
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Mr. Moureny. That I do not know. 

Mr. Passman. You doubt that you would? 

Mr. Murpuy. I certainly say, Mr. Chairman, in answer to your 
question, that we would take that into serious consideration. 

Mr. Passman. I would think very serious consideration. 


JAPAN 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 





Major cost component by fiscal year 


Major cost component and field of activity 


Actual, Estimated, | Proposed, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
Project assistance: 
\rechnicians........... ae : icnad esas Wieden’ witetelncine 263 280 270 
Participants_--_. i acl aa hg ala alias aie ates 1, 426 1, 405 840 
Contractual services _ - ; Saeed eae aa : 567 135 20 
Supplies and equipment oe ncmindora maneeeeea cate 50 sicemmee 
Contributions to cooperative services __.-_ --......-.-.---- pilkietaacqeel ss lap aivég al ol ak iota Sick ear cate data taba “ 
PUNE IES oop or neintGGena caer err seknoosodaneseee 185 180 170 
Total project assistance _........-.-- ; saa icahnightn ies 2, 491 2, 000 | 1, 300 
Number of people: 
Technicians (on duty close of year 
U.S. employed- a as tale eat 19 16 10 
Contract _-- . ; . : pote iin wivbaeas 8 12 3 
Total technicians Seta aie cescalaveslen sirin de 27 28 | 13 
Participants (programed during year): 
Noncontract . waiee jnecuthsouhaees 864 | 823 475 
Contract ‘ mes . Leow 32 ‘ 
Total participants_ _-.--- : ; hssaaieiteelee: 896 823 475 
Field of activity: 
Agriculture, forestry, and fisheries ioe cae ana $4t) 270 | 170 
Industry and mining- --.---- sacha ede Sed marciees 1, 122 920 | 435 
Transportation. _.-.---- Space La icinuiiess 271 200 | 160 
Labor il a ees és : : ‘insiea sais emhiidicadle 371 375 310 
Health and sanitation..............--.- a : secs 
GRONNNNN Cot See ie ocdaanaeamabaman . icici kinins ew ewes ge nirabinmrde 
Public administration __-__- ax saa ae plea bes : = on 
Community development, social welfare and housing. ---.-_|...-....------|--------------|---------- 
eTerG) CAs TEOMIRTIOOUN ooo cei occ src nonwnceccanccesse 281 235 225 


Tobe Or Rout Of GCtIVIEG «oo oon dc cccsscuccnsmeeess< ‘ 2, 491 2, 000 1, 300 
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Now, we go to Japan. In fiseal 1960 you had $2 million for tech- 
nical aid, and in fiseal 1961 you are asking for $1.3 million. 

We were over there last year, and they indicated that you had no 
program for Japan, that they were merely phasing it out. 

Why is it necessary to spend an additional $1.3 million to phase 
out a program which even your own personnel admitted should not 
have been started / 

Mr. Roseman. I do not know who admitted that it should not have 
been started, sir. 

Mr. Passman. How long have you been on this job / 

Mr. Roseman. I have been on this particular desk since September, 
L9D9. 

Mr. Passman. You remember the hearings for fiseal 1958 when it 
was acknowledged that at the start of the program Mr, Stassen, in 
effect, admitted it should not have been started. Those hearings 
make very interesting reading, and I suggest that you read them. 

Mr. Roseman. I will be glad to. 

Mr. Passman. Why do you need $1.5 million to phase out a pro- 
gram / 

Mr. Roseman. In the first place, sir, this program has paid off 
in many ways. 

Mr. Passman. That is your opinion. 

Mr. Roseman. I have seen it. 

Mr. Passman. Let. us discuss why you need $1.3 million ? 

Mr. Roseman. $435,000 is for assistance to the productivity cen- 
ter—the Japanese Productivity Center. 

Would you like me to discuss each one ¢ 
Mr. PassmMan. Yes. 


ASSISTANCE TO JAPANESE LABOR PRODUCTIVITY 


Mr. Roseman. $310,000 is for assistance to Japanese Labor Pro- 
ductivity. 

Mr. Passman. What kind of labor productivity? Certainly, the 
Japanese trade unions should be discussed. 

Mr. Roseman. This is for Japanese trade unions, primarily par- 
ticipants coming to the United States. 

Mr. Passman. You are discontinuing this program after this year? 

Mr. Roseman. Yes, sir; we are discontinuing the program. 

Mr. Passman. Why do. you want to discontinue this and yet spend 
this $300,000 ¢ 


Mr. Roseman. Because we think this is extremely important. 


Japanese labor has represented a very difficult problem for the 
Japanese Government. 
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Mr. Passman. Do you think you will train them and get them to 
the point that they will be no trouble? The program is going out. 
Mr. Roseman. Yes, sir; but we will have trained enough Ja apanese 
labor to be very significant in helping Japanese labor increase pro- 
ductivity. 
OBLIGATIONS 


Mr. Passman. How much have you spent on this program to date? 

Mr. Roseman. On the Japanese labor program—— 

Mr. Passman. I have reference to what you have spent to date on 
the Japanese trade unions. 

Mr. Roseman. We have obligated through fiscal 1959, $915,000. 

Mr. PassmMan. $915,000? 

Mr. Roseman. Yes, sir. We also plan to obligate $375,000 in 1960 
and $310,000 in fiscal 1961 which, if I recall, amounts to a total of 
$1.6 million. 

Mr. PassMAn. You say you plan to obligate $375,000 in fiscal 1960? 
You have not obligated that ; have you ? 

Mr. Roseman. We have obligated probably nine-tenths of that, sir. 
Fiscal year 1960 is not over. 

Mr. Passman. What do you have in this item unexpended as of the 
latest available date ¢ 

Mr. Roseman. As of the last date for which I happen to have 
actual figures here, for fiscal year 1959 

Mr. PassMan. You are bound to have your 1960 figures. 

Mr. Roseman. We have an estimate. 

Mr. PassmMan. An estimate is all right. 

Mr. Roseman. As of June 30, 1960, we estimate that there will be 
$353,000 unliquidated. 

Mr. Passman. Unliquidated at the close of this fiscal year? 

Mr. Roseman. That is right. This is primarily for people already 
on their way to the United States. 

Mr. Passman. Could you save $685,000 if you used the amount you 
have unliquidated and not obligated through 1960 and 1961 funds? 

Mr. Roseman. No, sir. We must have money to send to the United 
States some of the people whoare already selected. 





AVAILABILITY OF FUNDS FOR RETURN TRANSPORTATION OF PARTICIPANTS 


Mr. Passman. Do you have enough available to ship them back to 
continue a program that you know you will discontinue in its entirety 
after 1961 ? 

Mr. Roseman. Mr. Chairman 

Mr. Passman. I asked you if you had enough money. I do not 
mean to quarrel with you. Just, tg answer my ae 

Mr. Roseman. I shall do my best, 
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Mr. PassMaAn. Do you have sufficient funds on hand to phase this 
program out and return these people if you do not get this $310,000 
for fiscal 1961 ¢ 

Mr. Roseman. We have enough money to return the people already 
in the United States. 

Mr. Passman. How many do you have in the United States? 

Mr. Roseman. I will have to get the figures on that, sir. If you 
mean by phasing it out and bringing this program to an orderly con- 
clusion—— 


ADVISABILITY OF CONCLUDING PROGRAM IN 1960 


Mr. Passman. That is right; to a conclusion. You are going to 
have something like $300,000; are you not? Without the new appro- 
priation, you ‘certainly have not entered into any agreements now 
carrying you into 1961; have you? 

Mr. Roseman. No, sir. 

Mr. PassMan. aes since you are actually going to abolish 
the program after fiscal 1961. Why could you not just as well say, 
“Gentlemen, this concludes it with fiscal 1960,” and save that $310,000? 

Mr. Roseman. Mr. Chairman, the judgment of Ambassador Mac- 
Arthur and of the key American officials in Japan and of Mr. Dillon 
who was out there, indicates we should have enough money in fiscal 
1961 to complete the job, which means, basically, that there are certain 
key Japanese labor union leaders who have not yet been exposed to 
USS. training and to the orientation which they will get in the United 
States. 

DESCRIPTION OF TRAINING PROGRAM 


Mr. Passman. What does the training cost, and of what does it 
consist ? 

Mr. Roseman. The training in the United States consists, first of 
all, of discussions with both trade unions and with management. It 
includes time working in trade unions, in labor-management councils 
and seeing the relationship from both the management side and the 
labor side. 

Mr. PassMan. Will they be lectured by Jimmy Hoffa? 

Mr. Roseman. I am not sure about the Teamsters Union. I am 
sure the AFL-CIO people are involved, as well as the Chamber of 
Commerce and the National Association of Manufacturers. We do 
not employ these groups, of course. 

Mr. Passman. You would not say that Jimmy Hoffa’s and Harry 
Bridges’ representatives are not giving training in that field? 

Mr. Roseman. I do not know whether they are or are not. 


NUMBER OF PARTICIPANTS 


Mr. Passman. How many participants will be financed in fiscal 
1961? 
Mr. Roseman. 125. 
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Mr. Passman. And, if you do not get the $310,000, you do have suffi- 
cient funds to continue the program “for just about 2 additional years; 
do you not ? 

Mr. Roseman. No, sir. It would mean that these 125 would not 
come over. 

Mr. Passman. They would not come over? 

Mr. Roseman. That is right. 


CONTINUATION OF PROGRAM BY DEPARTMENT OF STATE 


Sir, if I may, I want to be absolutely clear on this, because after we 
terminate this program as aid to Japan, the Department of State plans 
to continue certain labor participants from Japan under the cultural 
relationship program. They think this is extremely important in 
terms of our cultural relations activities. This will not be aid to 
Japan. 

Mr. Passman. Of course, it will be aid. You are bringing them in 
at our expense. 

Mr. Roseman. I think it is the Department of State viewpoint 

Mr. Passman. I am not going into the Department of State. I 
have all I can do “ try to understand this. 

Mr. Roseman. I do not want to mislead you about the termination 
of it. In other words, some parts of this will continue under another 
appropriation. 

Mr. PassMAn. Being in business and understanding the trade unions 
in this country—and I have a profound respect for most of them, and 
[ am certainly pro labor—I would not be surprised if these people 
could not teach us something about this. 

[ am wondering why it could not have been on an exchange basis, 
because they got along pretty well prior to and subsequent to World 
War ILI. But, the program is in effect, and it is my own view that it 
may not have been wise. When you read the testimony which we de- 
veloped that year, I think you will get my point. 

Mr. Roseman. Mr. Chairman, I think Ambassador MacArthur 
would say that the Japanese trade unions and the Communist influence 
on those unions represents one of the most 

Mr. Passman. I am very fond of Ambassador MacArthur. He was 
very courteous to this committee. I know he is trying to do a good 
job. Tadmire him. 

Mr. Roseman. I hope you will discuss this question of labor unions 
with him, 

Mr. Passman. I am sure I will not, because this program is coming 
toanend. I will make you a promise now, that I am not going to do 
anything to get it renewed, because I do not know whether we will be 
able to borrow the money to continue this program. 

Mr. Roseman. Sir, since you mentionec that point this morning, my 
understanding was that we were going to have a balanced budget this 
year. 

Mr. Passman. Provided many things occur. 
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BALANCE OF TRADE 


On page 25, vou state that Japan is our second best customer. How- 
ever, the divider sheet indicates that J: apan Was expecting a favorable 
trade balance with us in the amount of $120 million. 

Japan is our second best customer 4 

Mr. Roseman. Yes, and we are one of her best customers. 

Mr. Passman. Who is coming out on the credit side of the ledger? 

Mr. Grant. | would say, sir, on this one that you would expect that 
the recent relaxation of trade restrictions in Japan, that in 1960-61 
their imports from the United States are expected to go up. 

Mr. Passman. | hope they do. 

Are we going to be on the debit or credit side of the ledger for the 
calendar year 1959 ¢ 

Mr. Roseman. In 1959 they will have a favorable trade balance. 

Mr. Passman. Of $120 million ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. That is the point I wanted to get in the record. 

Mr. Conte? 

Mr. Contr. On that trade balance of $120 million in Japan, is that 
a trade balance with the United States / 

Mr. Roseman. Yes; this is the trade balance only with the United 
States. With the world they have a negative trade balance of $142 
million. 

Mr. Chairman, as Mr. Grant has indicated, they have relaxed their 
trade restrictions against certain U.S. products very substantially. 

Mr. Passman. Only time will tell whether this figure will change? 

Mr. Roseman. Yes, sir: the year is not over. 

Mr. Conte. In other words, they are exporting $120 million more 
to the United States than we are exporting to them ? 

Mr. Roseman. Yes, sir. 

Mr. Grant. As you know, this varies. For example, in 1957 they 
imported $633 million more from us than we sold to them. 

Mr. Conrr. Could you give us the figure for the first quarter of 
1960? I noticed some figures that they used the other d: ay. 

Mr. Roseman. I do not have them but I will have them tomorrow 
morning, sir. 

Mr. Contre. Could you give us those ? 

Mr. Roseman. Yes, sir. 

Mr. Conrr. Could you have someone call the Department and get 
that information this afternoon ? 

Mr. Roseman. Yes: I am sure we could. 

Mr. Grant. I believe for the oe 2 months—— 

Mr. Conte. ' January, February, and March. 





Mr. GRanv. pao not know whether the March figures are in as yet. 

Mr. Passman. Would the gentleman yield ? 

Mr. Contr. Yes. 

Mr. Passman. I certainly hope you will provide those figures to 
the gentleman, but it is a little difficult to determine what the end of 
the year is going to be by showing the first 2 months. 

Mr. Roseman. Yes; but you can see a trend. 
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Mr. PassMAN. It is difficult to predict what it will be. 

Mr. Roseman. However, if there has been a change in policy as 
there has been in Japan, you would assume that the tre - ai +h was 
started on the basis of that change in policy would continue. 

Mr. Passman. But, usually, it is based on a year; is it not? 

Mir. Roseman. Yes, sir. 

Mr. Conrr. One other question. 


PURCIHIASE OF SURPLUS COMMODITIES 


We were told by Mr. Douglas MacArthur III when we were out 
there that they are our biggest purchaser of surplus commodities. 

Mr. Roseman. Particularly cotton, sir. 

Mr. Cone. They are our biggest customers ? 

Mr. Roseman. So far as I know; yes, sir. 


EXPORTS FROM JAPAN TO UNITED STATES 


Mr. Anprews. I would like to ask one question with reference to 
these exports from Japan to the United States. 

Mr. Roseman. Yes, sir. 

Mr. Anprews. Is the biggest item of importation into the United 
States from Japan textile goods ? 

Mr. Roseman. May I ask Mr. Peterson of the State Department to 
handle that question? Do you know that figure ¢ 

Mr. Prrerson. Textiles; yes, but very closely followed by steel 
as a result of the long stoppage in our steel industry, which had a 
considerable impact on our balance of trade. 

Mr. Anprews. Could you give us a breakdown on this $1,020 mil- 
lion of imports into the United States from Japan? Do you have 
that with you? 

Mr. Pererson. Not with me, but I will get it. 

(The information requested follows :) 

sreakdown of Japanese exports to United States, f.o.b. (shown as $1,020 
million in MSP book, Japan) : 


The following statement shows U.S. imports from Japan, and may be con- 
sidered comparable since both are on an f.0.b. shipping point basis. 


IMPORTS BY MAIN CATEGORIES 
U.S. imports from Japan, 1959 


[Millions of dollars] 


Animals and products, edible.__......-._._-_----_- Pane Rcanmeaen (6.1 
Animals and products, inedible___.____------ aaa ied 24.5 
Vorctabloe progucts, edinie._......... ss . 11.9 


Vegetable mroducts,. edible... se o7.4 
Textiles, fibers and manufactures____._..____________- 65.9 
WN OOK TN CR ne Se - 108.7 
Nonmetallic minerals_____~ Se aaa le 70. 7 
Metals and metal manuf: ictures.___._-._---_- . 73. 1 
Machinery and vehicles___- Se . 116.3 
Chemicals and related produc ts_ ch nag Pac ; K7.2 
Miscellaneous ee i oe ere eee ee le : 95.5 

MN 55 : yes 2 1, 018.3 
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Principal individual imports from Japan, numbered (1) to (5) ir 
individual rank, by value: 


U.S. imports from Japan, calendar 1959 


Animals and products, edible 


relation to 


sa a a ee (6.1 
Fish and fish products excluding shellfish___________-__~ 58. 3 
Shellfish and products a ee : peieeia 17.3 
Animals and products, inedible____- See etd eek eee ah a Oe 24.5 
Leather, rawhide and parc hment 1 mi nanufa ICtUPOS os. 15.3 
IU nn TI CTIC— Re ec esi . 11.9 
Fruits and preparations___ ~~~ ae ees cats 6.4 
Veemtabice Bho preparations... ......... ae 3.5 
Vegetable products, inedible_- Se et eee 5 ee ae eC ae me 1.4 
Rubber and allied gums and manufactures_________---~- O38. 9 
exes, Bers Bod manniactures..... ..... 645... : 265. 9 
I a nintendo tomas sliwigal AD ek 
I a a ecehrcianiniiea wba eae aageaunes 55. 5 
Rein ere ne eR is camels eneties eis amine (3) 77.7 
Synthetic fibers and manufactures_ Sc acaaa 28. 9 
Miscellaneous textile products....................-. sa 14.9 
Wool and paper 7 . ae 108.7 
RE ON cd Se cnpech damrescciasine ace esnien eke 2.2 
Wood manufactures *_____- i a re a __ (1)86.1 
Preetennee WeImONNIG. oo ak ou - 70.7 
Glass and products___—-~- a ar ce 11.0 
Cline Ome products. ons en es a 40.6 
Stones, precious, semiprecious, imits itions and. industri ial 13. 4 
peetais ana wetel manutactres.._..... ee. ‘ : 173. 1 
I en Sr ate (2)83. 4 
Iron and steel manufactures_____---~~- ia aeaese os 54. 6 
Ferro-alloys, ores and metals__- be eee pipes ak i 17.5 
Precious metal jewelry, platedware_____-_~_- cS Li2 
Machinery and vehicles AE EI TO TD OPT 116.3 
Electric machinery and apparatus__-_-_- ps ee cae ee pee 
Machinery except agricultural___.._..............- esi 33.8 
Vehicles and parts, except agricultural________~~ : 8.2 
Chemicals and related products____--__----_- coset oe 17.2 
I i anc elena hes 12.0 
Miscellaneous : = bg pase : om ce 95.5 
Sree UCR a ee ee 10. 1 
Scientific, professional instruments, apparatus, and suj- 
plies Se eecoes ee — asaheted : 14.5 
Toys, athletic, and sporting goods______- Ries ees 39. 5 


?Probably plywood mainly. 


EXPORT OF STEEL FROM JAPAN TO UNITED STATES 


Mr. Passman. Did I understand you to say—and I am 


sure that 


all members would like to hear this—that our second largest import 


into the United States was steel / 
Mr. Prererson. No: I said that steel was very vastly 
during the stoppage of our own industry. 


increased 


Mr. Passman. Is Japan exporting steel to the United States? 


Mr. Pererson. Yes, sir. 

Mr. Passman. In large quantities ? 

Mr. Pererson. Yes, sir. 

Mr. Passman. How about the price of, we shall say, 


Japanese 


steel at some particular port in the United States? How does it 
compare with the cost of U.S. steel / 
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Mr. Pererson. I do not have that information offhand. 

Mr. Passman. Could you get that information / 

Mr. Pererson. Our steel 1s not a single item—I can give you-— 

Mr. Passman. I know that, but let us keep it on steel. 

Are they still exporting steel to the United States ? 

Mr. Pererson. Yes, sir. 

Mr. Passman. Could you find out how much cheaper they can 
deliver steel at New Orleans than United States Steel, for example, 
could deliver it there ¢ 

Mr. Prererson. I can give you some representative prices on items 
of the types that are coming in. 

Mr. Passman. All right; how about sheet steel or rolling steel ? 

Mr. Pererson. I think it is mostly rods and structural stuff. 

Mr. Passman. How about barbed wire? Is that coming in? 

Mr. Pererson. I do not have that information personally, except I 
know that the Japanese steel people have been here. 

Mr. Passman. You mean their steel representatives have been here? 

Mr. Pererson. Yes,sir; I have talked with them here. 

Mr. Passman. Taking orders in America for steel products to be 
exported by Japan to America ? 

Mr. Pererson. That is right. 

Mr. Passman. That is interesting. 

Mr. Pererson. Particularly during the time our mills were shut 
down. 

Mr. Passman. Agriculture is not the only one involved in this, then? 

Mr. Prrerson. No, sir. 

Mr. Anprews. How does the quality of the Japanese steel compare 
with the U.S. steel ? 

Mr. Pererson. I am not informed on that. 

Mr. Anprews. Could you find out for us and put it in the record? 

Mr. Prererson, If that is possible to determine. That would have 
to be an expert’s opinion and I would think that most of these things 
measure up to specification standards—SAE specifications—for ten- 
sile strength and so forth. 

(The information may be found in the appendix on p. DOTS.) 

Mr. Anprews. Is there any limitation on the amount of steel that 
can be imported from Japan into the United States? 

Mr. Pererson. No, sir; not tomy knowledge. No quotas. 


AUSTRALIAN STEEL EXPORTS TO UNITED STATES 


Mr. Conte. Do vou cover Australia also ? 

Mr. Roseman. No, sir; Australia does not receive any American 
aid. Mr. Peterson, again, from the State Department could prob- 
ably help you on that. 

Mr. Cone. You do cover Australia ? 

Mr. Prererson. Yes, sir. 

Mr. Contr. Australia is one of our biggest exporters of steel, is it 
not. ¢ 

Mr. Pererson. Australia has one of the lowest cost basic steel pro- 
duction operations in the world and low-cost fundamental rolling 
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mill production of any country in the world, by reason of its fabu- 
lously rich manganese- infiltrated iron ore deposits. There is a large 
operation in south Australia. They also draw upon the iron ore re- 
serves in some little island up in the northwest. 

Mr. Contr. Did they not export to the United States almost double 
the amount of steel during that steel strike / 

Mr. Pererson. I think they participated also. 

Mr. Contr. IT happened t » be out there, Mr. Chairman, at that 
time and got some statistics on it, and they were just about double. 

Mr. Pererson. The large mills in south Australia are very large and 
modern and, as I say, they have a very great advantage of high-grade 
iron ore in very large quantities, running anywhere from 80 percent 
to 85 percent of good manganese content that can be taken off in a 
blasting operation and put on a railroad and shipped by water 
transportation. 

Mr. Passman. It appears that many of the foreign countries are 
now able to produce and deliver steel to the United States at a lower 
price than our own mills can produce and sell it. It is causing a lot 
of concern, because you can go into my own hometown, and go into 
many of the w: arehouses, and you will find that perhaps 75 percent 
of the steel stock is imported from foreign countries, at a very sub- 
stantial cost. below that at which we can deliver it. Somewhere down 
the line, maybe, we shall find the answers. 

Would you now help us on this textile matter—the dollar amount 
that Japan exported to the United States, as well as the steel pro- 
duction, and all? Please get that information for us. 

Mr. Prerrrson. Yes, I think it will come out in the information I 
promised to provide earlier. 

What year was that figure which you requested ? 

Mr. Anprews. I did not cite any figure, but I would like to have 
you give us a breakdown of this figure of $1,020 million shown to 
have been exported to the United States from Japan—whatever figure 
that represents. That is 1959, estimated, is it not ? 

Mr. Prererson. Yes, sir; I will get you that. 

Mr. Passman. That is calendar year 1959; is it not ? 

Mr. Pererson. Yes, sir. 

(Nore.—Information regarding imports from Japan also appears 
on pp. 1765 and 2083.) 

(Additional information follows:) 

According to U.S. Department of Commerce figures, U.S. producers of steel 


mill products are encountering competition from imports of Japanese steel mill 
products in the following categories: 


Nails Sheet and strips 
Reinforcing bars Pipe and tubing 

Wire rods Round wire 

Steel plate Heavy structural shapes 


Dollar value of U.S. imports of selected steel mill products from Japan 
during 1958 and 1959 are attached as table No. I. Imports of selected steel mill 
products, in short tons, are attached as table No. II. 
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U.S. imports of selected steel mill products fron Japan 
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KOREA 
Summary of program by major cost component and field of activity 
{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 


Actual Estimated Proposed 
fiscal year fiscal year fiscal vear 
1959 1960 1961 
Project assistance: 
Technicians. __-- : . 5 1, 874 2, 295 2, 905 
Participants soeeds ; 1,013 1, 300 945 
Contractual services aeeuwe kets 2, 283 2, 265 2, 765 
Supplies and equipment ‘ 548 325 385 
Contributions to cooperative services _- : a ; gists tao 
Other costs a ee . 392 315 500 
Total project assistance. -.-_-- Kalani heninrens 6, 110 6, 500 7, 500 
Number of people 
Technicians (on duty close of year): 
U.S. employed__..-- es ae we > 134 142 182 
Contract......... sek Gade ae aie : xS 125 140 
Total technicians. ..................- cient 222 267 322 
Participants (programed during year): 
Noncontract-.-_- ao ane iaeccapt Kt ea 200 283 223 
GComtvect.........- a tb ii “ 5 67 69 59 
le ONIN on, nti a naeee nds aniueewns 267 352 282 
Field of activity 
Agriculture, forestry, and fisheries. ............--.-.---- 668 760 820 
Industry and mining --.-.-.--.-- Se canehsneiiaree wasted | 734 1, 020 1, 080 
UNE ns Lc ciccameasennes 4 ners ; ates : 140 120 
Labor_. ‘ as on ues > si ; 
Health and sanitation_. Sutkasécabetuiene ae 172 315 345 
Education- aria er eee IE ; 1, 277 1, 820 1, 920 
Public administration ine sci ’ 1, 189 910 1, 365 
Community development, social welfare and housing- ---- 410 535 325 
General and miscellaneous-_........-.--.-- iigntaeniae oe 1, 660 1, 000 1, 525 
Total by field of activity _- i be alisha ceil ailas ed a 6, 110 6, 500 7, 500 


Mr. Passman. Now, we consider Korea where in fiscal 1960 you 
requested $6.5 million for technical aid. 

Mr. Roseman. Yes, sir. 

Mr. Passman. In fiscal 1961 you are requesting $7.5 million, an 
increase of $1 million in technical aid. 


KOREAN RECONSTRUCTION BANK 


Mr. Passman. Has the ICA spent any funds to create any revolving 
loan funds or banks in this country ? 

Mr. Roseman. We do have a project in that field, sir. 

Mr. Passman. When was it started, and at what cost ? 

Mr. Roseman. We have the Korean Reconstruction Bank (KRB) 
which was established by the Korean Government, if I recall correctly, 
shortly after the end of the war—about 1955. 

Mr. Passman. 1955? 

Mr. Roseman. Yes, sir. 


(NVotTre.—It was established in 1954 but was not very active until 1955.) 
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Mr. PassMAn. Was it Government-owned ? 

Mr. Roseman. Yes; it is Government-owned. 

Mr. Passman. How much was the capital stock / 

Mr. Roseman. Let us see if I can find that, sir. Unfortunately, I 
do not have that figure, but I will supply it for the record. 

Mr. Passman. Provide it for the record. 

Mr. Roseman. Yes, sir. 

(The information requested follows :) 

At the end of 1956, the first year for which statistics are available, the Korean 
Reconstruction Bank’s authorized capital stock was 400 million hwan ($800,000) 
at the then official rate of exchange of 500 hwan to one U.S. dollar. As of April 
1960 the authorized capital had been increased to somewhat less than 2 billion 
hwan (somewhat more than $3 million at 650 hwan equals one U.S. dollar). 

Mr. Passman. When did we get into their business with that bank? 

Mr. Roseman. The KRB is not a project, sir. We have provided 
it with 

Mr. Passman. You call it whatever you wish. You have a bank in 
Korea established by the Government ? 

Mr. Roseman. We have a bank in Korea established by the Govern- 
ment; yes, sir. 

Mr. Passman. In 1955? 

Mr. Roseman. In 1955. 
1954. ) 








(NOTE. 
CAPITAL STOCK AND U.S. CONTRIBUTION 


Mr. Passman. You do not know the amount of the capital stock 

Mr. Roseman. I do not know the capital stock; no, sir. 

Mr. Passman. When did we move in? 

Mr. Roseman. We have put in some counterpart generated by our 
funds. 

Mr. Passman. But dollars originally—American taxpayers’ dol- 
lars—generated the counterpart ? 

Mr. Roseman. Yes, sir; we brought commodities into Korea that 
were needed by the country. 

Mr. Passman. And, you generated some funds. How much did we 
put in in dollars and/or in counterpart ? 

Mr. Roseman. I will have to supply that for the record, sir. 

(The information requested follows :) 


KOREAN RECONSTRUCTION BANK (KRB) 
No dollars were made available to the KRB. Loans of counterpart to the KRB 


have been as follows: 
{Millions of dollars equivalent *} 


RTD a's BAUR UB 5 I hes Fe I eh 35 
NE IO ee A et eee eee eo.) 5 «ee fs eee 24 
i 8 Ne i a nN a 5D 
en Be a et oh ae en Nee ae eee Ce ee oe 56 

NR eee a one cee eer ee re ea 170 


7 At 500 hwan equals US$1. 


Mr. Passman. How many personnel do we have involved? 
Mr. Roseman. We have no personnel involved, sir. 








Mr. Passman. Then, why—— 

Mr. Roseman. You asked me whether there were any banks. I said 
this was not a project. So, we do not have any personnel involved, 
We have provided some counterpart loans. 

Mr. Passman. But, it isa bank. 

Mr. Roseman. It is a bank—a Korean Government bank. It ad- 
ministers loans of counterpart screened and approved by the Combined 
(U.S.-Korea) Economie Board. 

Mr. Passman. It is a Korean Government bank, for which we put 
in counterpart funds; and you will supply that for the record, as well 
as the capital stock / 

Mr. Roseman. Yes, sir. 

Mr. Passman. And, where they acquired that capital, as we have 
been in there witha lot of money. 

Mr. Roseman. Yes, sir. 

(The information requested follows :) 

About 40 percent of the KRB's financial resources are derived from counter- 
part. The balance is derived from (1) Government industrial rehabilitation 
bonds, (2) the KRB'’s own industrial finance debentures, and (5) Korean 
Government “vested property funds.” 


DEVELOPMENT LOAN FUND LOANS TO KOREAN BANK AND INDUSTRIES 


Mr. Passman. Hlow about your Development Loan Fund, which 1s 
not involved in this statement’ Have any Development Loan funds 
gone into Korea, and into their banking enterprise / 

Mr. Roseman. I believe, sir, that the Development Loan Fund may 
have put some money into this bank, but we will have to get that from 
the DLF. 

Mr. Passman. I notice here that under the Loan Fund there was 
$17.7 million to the Korean Reconstruction Bank. 

Mr. Roseman. Yes, sir. 

Mr. Passm..x. Do you not think that is just a little bit too much 
money just for me or you, either one, to gloss over? So, you do not 
know the capital stock, but it looks to me like a pretty good-sized bank. 

Mr. Roseman. Yes, sir. 

Mr. Passman. You were discussing the local currency rather rap- 
idly. You knew that; but your recollection of this $17.7 million of 
the | evelopment Loan Fund wasa little vague, 

Mr. Roseman. As far as our records are concerned, sir, and we may 
be wrong, because these are not the official DLF records and we are not 
the custodian of the DLF, but the figures which I have do show a DLF 
loan of $5 million to the Korean small industry loan fund. 

Mr. PASSMAN. But. it Says the DILF has approved loans totaling 
$17.7 million to the Korean Reconstruction Bank and to Korean 
industries. 

Could you take itapart? Itis on page 35. 

Mr. Roseman. I think these are loans which are made through this 
Bank for specific identified projects. 

Mr. Passman. Sir? 

Mr. Roseman. I think these are loans which are made through this 
Bank for specific preidentified projects. 

Mr. Passman. If we should get into the details of the loans made by 
the Bank, we would never get through. 

The loan was made for the Bank, so let us find out how much, 
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‘ir. Roseman. We will supply that for the record, but it was to the 
Korean Reconstruction Bank and to Korean industries. [understand 
that the loans were made for a cement plant, for telecommunications 
operations. for a soda ash plant, and a hydroelectric plant survey, as 
well as for a small industry loan fund, but we will be glad to put this 
nthe ree ord, 

Mr. Passman. But, there was a loan ? 

Mir. Roseman. These are DLF loans. 

(‘The information supplied may be found on p. 3077.) 

Mr. Passman. Mr. Robertson, the former Assistant Secretary of 
State, one of the most able men ever to appear before this committee— 
and he just about wrecked his health 

Mr. Roseman. I agree with you, sir. 

Mr. Passman. In the interest of our country and this area—testi- 
fied before this committee last vear; and here is what he said at page 
984 of the hearings: 





Loans to Korea.—Korea is not, shall I say, in my opinion, in a position to 
borrow from the Development Loan Fund on a large scale over a period of years 
for the simple reason that at the present time Korea would have to borrow not 
only the money to pay the interest on the loan but also the money to pay on 
the principal. Korea is now in default on the interest of a $25 million loan by 
the United States for surplus property at the close of World War II. 

Mr. Roseman. Mr. Chairman, of course, I am not in a position to 
discuss the Development Loan Fund actions in Korea. I think you 
should ask them. 

Mr. Passman. But, it is so intermingled. We are finding that the 
technical aid program is helping. to open up banks and lending insti- 
tutions in almost every section where you operate. So, when we get 
into it, we find that you get these things started with technical aid, 
and the first thing you know, you put money out of special assistance 
into them, and then you get another lift from the Development Loan 
Fund. So, we never know the proper place to discuss these matters. 
However, technical aid is in the banking business on a rather large 
scale, if you will read through the justifications, and as they are get- 
ting it from three or four different sources, we never know through just 
what witness we should attempt to pin it down, as to how much capi- 
tal they have received out of different funds. 


CHUNG JU FERTILIZER PLANT PROJECT 


You have a program for services and training for the Chung Ju 
fertilizer plant at a cost of $35,000. 

How long has this project been in operation ? 

Mr. Roseman. Mr. Chairman, I think that is a new activity, but 
| think IT should discuss the whole operation—it is a continuing 
project. 

Mr. Passman. Tell us how long it has been in operation. It will 
make it.a lot easier. of course. 

Mr. Roseman. The 835.000, sir, is for two technicians who are 
comimg in at the end of the service and training contract, which is 
a contract with MeGraw Hydrocarbon, Ine. After this contract is 
finished, we feel we will have to have two Americans to help in the 
final stage of this very expensive fertilizer plant. 
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Mr. Passman. How long has this project been in operation 

Mr. Roseman. The project for the servic es and training for the 
Chung Ju fertilizer plant for which we ask $35,000, will start in 1961, 
It isa new aspect of a very large project. 

Mr. Passran. Well, it is a continuing project; is it not? 

Mr. Roseman. That is r che: the project is continuing. This aspect, 
the $35.000, is for two American technicians to replace the contract 
staff when the contract comes to an end. 

Mr. Passman. To replace what? 

Mr. Roseman. There is a contract 

Mr. Passman. How could it be a continuing project on that basis? 

Mr. Roseman. Because there is a contract for services and tr: aining 
for the Chung Ju fertilizer plant for which we have obligated $3.6 
million. 

Mr. Passman. How much? 

Mr. Roseman. $3.6 million by June 1959 and for which we will 
obligate another $1.8 million in fiscal year 1960. 

Mr. Passman. Out of technical aid? 

Mr. Roseman. No: this is out of defense support. 

The first technical cooperation obligation for this project will come 
in 1961. 

Mr. Passman. You mean we have had an expenditure out there of 
$5.5 million for this fertilizer plant ? 

Mr. Roseman. For management and training. 

We have 60 Americans out there. 


TOTAL COST OF PROJECT 


Mr. Passman. What has been the total cost of the project ? 

Mr. Roseman. If you are talking about the total cost of the fertilizer 
plant, it will come to about $47 million. 

Mr. Passman. And, you are going to turn that whole thing over to 
two American technicians, as far as tec hnical aid is concerned ? 

Mr. Roseman. Yes, sir, after obligating about $5 million. 

Mr. Passman. Through TA ¢ 

Mr. Roseman. Under defense support. 

For the management of the plant for the first 2 vears of its opera- 
tion. 

Mr. Passman. But, it isa $47 million plant ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. And under TA you had 

Mr. Roseman. Nothing so far. 

Mr. Passman. And, you just had to get into it with two technicians! 

Mr. Roseman. No, sir: because the cost of the plant, the cost of 
the management of the plant for the first 2 years and the training of 
Koreans in the operation of the plant is being met out of defense 
support; when the present contract is finished and the plant fully 
turned over to Korean management, we feel it is important to have at 
least two Americans who will help with the operations of this plant. 

Mr. Passman. How about the original construction cost of the 
plant in the amount of $47 million? 

I think you said you had 60 American technicians ? 

Mr. Roseman. Yes, sir. 
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Mr. Passman. Did they use American material to build the plant 4 

Mr. Roseman. Yes, sir. 

Mr. PassmMan. You mean there has been no precaution whereby 
they were training people to protect this $47 million, and now you 
have to come into technical aid and get two people to do it 4 

Mr. Roseman. No, sir; there has been training all the time and the 
60 people out there now are involved in training Koreans. ‘The train- 
ing aspect started in fiseal 1957 and will be completed in fiscal 1962. 

Mr. Passman. So it comes in that you have not yet made any ex- 
penditure out of technical aid for this / 

Mr. Roseman. Yes, sir. 

Mr. PassmAn. How could it be a continuing project ? 

Mr. Roseman. The project itself is the technical cooperation phase 
of the continuing project on services and training for the Chung Ju 
fertilizer plant, which heretofore has been financed under defense 
support. 

Mr. PassmaAn. I am speaking of the technical aid, so far as the 
TA isconcerned. It is new; is it not? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Why did you not show it in your justifications ¢ 

Mr. Roseman. This is a dual-financed project. It appears on page 
258 of our Major Active Project Books in exact detail. 


NUMBER OF EMPLOYEES 


Mr. Passman. What will be the number of employees at this plant- 
the total employees for this $47 million plant ? 
Mr. Roseman. There will be several hundred employees. 


Mr, PassmMan. How many Americans? 

Mr. Roseman. Two. When we get to this phase of it, there will be 
two. 

Mr. Passman. What, specifically, is their assignment ? 

Mr, Roseman. I believe they will be the advisers to the Korean day 
superintendent. and to the Korean night superintendent. 

Mr. PassMAN. Superintendents of what ? 

Mr. Roseman. Of the operations of the plant. 

Mr. Passman. They are not going to go around and look at the 
machinery? You know very we I that two people are not going to do 
very much if you have a $47 million plant. 

I think we ought to know what these two people will do, other than 
make these checks. 

Mr. Roseman. Mr. Chairman, I said there were several hundred 
employees involved. 

Mr. PassMan. Several hundred ? 

Mr. Roseman. Yes, sir. This is a large chemical] plant which pro 
duces urea fertilizer and operates 24 hours a day. It is controlled 
from a central contro] station and you must have one person on duty 
who is fully competent and who has had experience as a superintend- 
ent of a similar plant. We have many such plants in this country 
and we have to have people in Korea who have had previous ex 
perience to watch the control operations to make sure that nothing 
goes wrong. 
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Mr. Passman. You mean one man in a $47 million plant with sev- 
eral hundred employees would make sure nothing went wrong‘ 

Mr. Roseman. There will be a Korean superintendent. This would 
be the American adviser to the Korean superintendent. 

Mr. Passman. Is he going to advise them on management 4 

Mr. Roseman. No, sir. He will be there to make sure that the 
plant is operating successfully. This is a highly technical chemical 
plant involving the production of ammonia under pressure, and he 
will be a technical man. 

Mr. Passman. How did they get along all these years without you 
folks in there during this construction period involving $47 million? 

Mr. Roseman. They have been importing as much as $60 million 
worth of fertilizer a year, Mr. Chairman. 

Mr. Passman. I am talking about how did these people get along 
while building this $47 million plant without the TA people getting 
into it ? 

Mr. Roseman. Supervision has been provided under a construction 
contract. They have had many more people there. 

Mr. Passman. Have you hired these two men yet / 

Mr. Roseman. No, sir; this is for fiscal year 1961. 

Mr. PassMAN. Let us project it, if we may. 

Mr. Roseman. We feel these two men will be necessary for fiscal 
years 1961 and 1962—2 years. After that, we believe that the Koreans 
will be competent to run the plant themselves. 

Mr. Passman. Two years? 

Mr. Roseman. Yes, sir. 


INCREASE IN ORIGINAL ESTIMATE 


Mr. Passman. This is another one of those little items that start 
small and grow big. 

Mr. Grant. I think, sir, you can say this started big and grew 
small. 

Mr. Passman. Let usseeif it did. One of us is wrong. 

The Report of the Special Study Mission to Asia, Western Pacific, 
Middle East, Southern Europe, and north Africa, states at page 17, 
as follows: 

(2) Fertilizer plant in Korea.—The Chung Ju fertilizer plant, a sponsored ICA 
project, was revealed as a pli unt that was designed to produce 40,000 tons of 
nitrogen as urea, or a range of 25 to 30 percent of the total nitrogenous fertilizer 
requirements of Korea. Construction of this fertilizer plant was started in 
1955, at an estimated dollar cost of $19,550,000. 

That was the original estimate. You just mentioned a moment ago 
that the cost was $47 million. 

So, if that is growing small, then we have gotten this thing in 
reverse; it appears to me that $47 million is more than $19,550,000. 
Correct me if I am in error. 

Mr. Roseman. Sir, I do not think you have broken out the figures 
for the railroad and for the additional housing. 

Mr. Passman. Well, if you will, please. 

Mr. Roseman. And additional power which was not included in the 
first estimate. 

Mr. Passman. Let us have that. 
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Mr. Roseman. There is no question about it, sir, this plant cost more 
than originally estimated. 

Mr. Passman. Let us not leave it that easily. 

When you speak of the plant, in all probability you had in mind 
at least sidings onto which you could pull your boxcars, but let us say 
vou did not have. The cost to date on’ the plant alone has been 
$35,048,558. When we add the local currency dollar equivalent of 
$5.5 million, the total is $40,548,000. Then we take another item-— 
the dollar cost—of $1,750,000 local currency again. ‘Then, if you get 
into service in the project, you have dollars funded to date in the 
amount of $2,029,000, and the estimated additional dollar funding re- 
quired is $3.5 million, and the local currency, dollar equivalent, $7.4 
million. So, that item comes up to $12,929,000. 

Then, if we get down to the housing project, the dollar cost. is 
$450,000, and the local currency is $1,004,000, so we have an item 
there totaling $1,454,000. 


OPERATION OF PLANT 


The report further states as follows: 

This plant is still not operating, and it is not expected to be in full operation 
in the next few years. 

I just do not know, but it goes on. 

The report says: 


The construction of such a gigantic project 


discloses ill-conceived planning 
and poor judgment. 


That is from the study mission report. 


Anyway, that is just another one of those things. 

Mr. Roseman. Mr. Chairman, for the record, let me say that this 
plant is now operating on one full line. It is producing about one- 
third of capacity. 

Mr. Passman. How many lines do you have 4 

Mr. Roseman. Three. 

Mr. Passman. Not at full operation. 

Mr. Roseman. But it is already running. 

Mr. Passman. It is running at one- thee capac ity. 

Mr. Roseman. One-third capacity so far, sir. 

Mr. Passwan. What is the total there ? 

Mr. Roseman. It has already run tests on full production, 

Mr. Passman. The fact of the business is, if you want 
everything, you have already passed $60 million. 

Mr. Roseman. I think you have double counted, sir, if I may say’so. 


to count 


TOTAL COST OF “PLANT INCLUDING LOCAL CURRENCIES 


Mr. Passman. You check and see. Let us take our time, because 
this is not our own personal money we are spending. Let us see if it 
isnot over $60 million. 

Mr. RoseMAn, Well, I think our difference, when you say $60 mil- 
lion and T say $47 million is about $13 million of local currenc y. 

Mr. aceunae Oh, you do not count that 

Mr. Roseman. May I explain that ¢ 

Mr. Passman. Yes, sir. 


53909-—60—-pt. 2 31 
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Mr. Roskman. We have brought these commodities into Korea not 
to generate local currency, but because the Koreans needed the 
commodities. 

Mr. Passman. Then you wound up with loeal currency, and you 
have spent it 

Mr. Roseman. Yes, sir. 

Mr. Passman. You mean we are not supposed to place any value on 
the local currency 7 

Mr. Roseman. You count it once. 

Mr. Passman. But you did spend it 4 

Mr, Roseman. The Korean Government spent it. 

Mr. Passman. You sold so many dollars and so much in local cur- 
rency, and you do know that the amount of dollars involved is $47 
million ? 

Mr. Roseman. Let us say $47 million. 

Mr. Passman. That is direct aid, and do you not add to that the 
local currency that you spent ? 

Mr. Roseman. Sir, if I may explain: We have brought in this $13 
million worth of commodities because those commodities were needed 
for Korea and that counterpart has then gone into the Korean ae- 
count and was spent by the Korean Government, with our agreement, 
on this project. Taking into consideration the Korean contribution 
out of counterpart and dollar financing by United States, the plant 
probably cost $60 million. I have not added these apures together. 

Mr. Passman. Let us say that the surplus ¢ ommoditie s saved ao 
and the world. Still the total cost, if you put local curren: in with 
the dollars, exceeds S60 million. 

Mr. Roseman. May I point out also, sir-—— 

Mr. Passman. We are getting some more of that local currency 
from these different loan funds. So, let us not discount it as not hay- 
ing any value. 

Mr. Roseman. I have said it has value. 

I count this as a contribution. 

Mr. PassMan. You were trying to gloss it over. 


DATE PLANT WILL BE IN FULL OPERATION 


Mr. Roseman. May I emphasize one more point? We expect this 
plant to be in full operation by the end of this calendar year, 1960. 
I have had that word from the manager of the Hercules fertilizer 
plant in Virginia, whom I asked to go to Korea to take a look at it 
for us to make sure everything was being done that needed to be done; 
he came back and assured me that this plant should be in full opera- 
tion during 1960. 

Mr. Forp. Would the chairman yield to me for a question ¢ 

Mr. Passman. Surely. 


ANNUAL PRODUCTION 


_ Mr. Forp. What is the annual production of this plant or what will 
it be while it is in operation ¢ 

Mr. Roseman. This plant will produce 85,000 tons of urea fertilizer 
a year. 
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Mr. Forv. Will you please repeat the final figure ? 

Mr. Roseman. 85,000 tons of urea. 

That is about 40 percent nitrogen. 

Mr. Forp. What percentage of the total domestic need is that? 

Mr. Roseman. About one-third of the total import needs of Korea. 
It will save about $10 or $12 million a year in imported fertilizer 
alone, 

Mr. Forp. That is all. 

Mr. Passman. I am not quarreling about the need of fertilizer. 

Mr. Roseman. No. 

Mr. Passman. But, every time we break into one of these contracts— 
and I know of no exceptions—you find that the cost far exceeds the 
original estimate; and it is the first time we have ever tried, really, 
to go into these projects where you have used deobligated funds to 
start a new project without authority or without justification at least 
before this committee, and they become a continuing project before 
we know it. When you actually check into these things, Mr. Stans 
should take another look, because just in aid alone, we are obligating 
the future for around $750 billion; and if we could ever pin down just 
iow much we may be obligated—not a legal obligation but a moral 
obligation on these things we have been discussing—that figure, too, 
hiaty be alarmingly high. 

Every item we get into, we find there is some TA in it. I do not 
see why, with $60 million and all these people, that TA has to come 
it the tail end and get into one of these continuing projects. 

Mr. Roseman. Mr. Chairman, after the contractors finish their 
work, I would not want to leave this plant without at least two Ameri- 
cans—one on day shift and one on night shift. I am just as con- 
cerned as you are about the $60 million, and I do not want to take 
the responsibility of leaving it entirely to the Koreans for 2 years. 


Mr. Passman. After all the years the Koreans have been associated 
with this project during the construction period, if they do not know 
anything about it yet, I wonder if one dayman and one nightman 
will protect a $60 million investment. But I hope they can do it. 

Mr. Roseman. I hope so too. 


TOTAL OBLIGATIONS OF THE FUTURE 


Mr. Grant. Mr. Chairman, you referred to the statement of Mr. 
Stans about the obligations of the future. He went on to say: 

This is not just a catalog of programs or projects to expend tax dollars as 
they are collected. It is an appeal to responsible people—— 

Mr. Passman. Here we go again. I have read it many times. In 
a recent issue of the Washington Post and Times Herald—and I 
want to be sure you understand that I have a profound respect. for 
Mr. Stans; I think he is one of the ablest men in Government—here 
is what he said, quoting from this article: 


He said the public debt of $290 billion “is far from all we owe for the past.” 
lt does not include an already accrued $30 billion for military retirements, $28 
billion in retirement benefits for civilian employees, and $300 billion in future 
Pensions, compensation and other benefits voted to veterans. 

He noted that the public debt, plus $350 billion in future obligations for past 
Services, plus $98 billion “in future c.o.d.s” adds to nearly $750 billion. 
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So, according to his own statement, you would have to add to that 
any commitments we have made in some 76 recipient nations of the 
world. I am not reading this out of context. He is saying those are 
the commitments to ourselves. So I think we would have to project 
all programs we have been discussing, and add to that. Do you agree 
to that ? 

Mr. Grant. What I thought was of value in Mr. Stans’ statement 
is that in the same speech in which he raised the problems of the 
obligations for the future he had this to say about the 1961 budget 
which you are currently considering. 

Mr. Passman. I am talking about the next 50 years. I am not 
talking about the 1961 budget. I am talking about the $750 billion 
mortgage we have on the heads of unborn generations. I was using 
his figures. 

Mr. Grant. Yes, sir, and it was In the same statement that he went 
on to comment on the 1961 budget, and I would say that it is quite 
relevant that our capacity to pay this kind of obligation would turn 
in good part upon our ability to maintain peace and security outside 
our borders. 

Mr. Passman. Let me say that I agree with the gentleman that 
peace is of the utmost importance. But I havea habit of dealing with 
dollars—and not necessarily with policy—and that is why I quoted 
Mr. Stans’ statement that we owe $750 billion if we take the statutes 
on the books. And to be able to pin down our total obligations, we 
would also, would we not, have to take the foreign aid program and 
project all these programs until they end and add them to the $750 
billion ? 

Mr. Grant. This, I think, is a different nature of commitments 
than those on our books: veterans’ payments and other payments in 
the future. 

Mr. Passman. This is so complicated that T have to think of the 
projects as presently on the books. Through the hearings, what we 
are trving to do is project the programs to their completion cates. 
That is why we have asked for the costs projected to the completion 
dates, 

INCREASE IN NUMBER OF TECHNICIANS 


The number of technicians, United States and contract. in Korea is 
increasing from 222 in 1959 to 267 in 1960 and an estimated 322 in 
fiscal vear L961. Is that correct ? 

Mr. Roseman. Yes, sir, that is correct. 

Mr. Passman. If you have no new projects for this country, why 
would you need such a large increase in personne] / 

You are asking for an increase in dollars of 1 million, and an in- 
crease in personnel from 267 to 322? 

Mr. Roseman. The increase from 1960 in direct employees is from 
142 to 182, an increase of 40; and the increase in contract employees 
is from 125 to 140,0r 15. That isa total increase of 55. 

Mr. Passman. What part of the dollar increase would go for labor, 
and what part for commodities / 

Mr. Roseman. There would be approximately $600,000 for the in- 
crease in technicians and approximately $500,000 for the increase in 
contractual services. 
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Mr. Passman. That is permanent U.S. personnel ? 

Mr. Roseman. No one is permanent in this program, sir. 

Mr. Passman. They are not! 

Mr. Roseman. No, sir. We do the job we have to do and when we 
are finished we are through. 

Mr. Passman. That is the best news I have had, that it is not 
permanent. 

Mr. Roseman. I said no individual is permanent in this program. 

Mr. Passman. I do not know of anything more permanent than 
these. But you say they are not permanent ‘ 

Mr. Roseman. No. The technicians are on our staff and will stay 
there until the job is done. 

Mr. PassMAn. You have no new projects, and for the old program 
you are asking for an increase of $1 million in money and an increase 
of 55 in personnel ? 

Mr. Roseman. Yes; there are two reasons for that. One is that we 
have not had enough people in Korea to do many important aspects of 
our job. 

Mr. Passman. You have spent for technical cooperation in Korea 
$29.6 million ¢ 

Mr. Roseman. We have spent in Korea not $29 million but—— 

Mr. Passman. I am talking about technical aid. You are not 
handling anything but technical aid; are you? 

Mr. Roseman. Yes; I handle everything in the Far East. 

Mr. Passman. We shall have you here a long time. 

Mr. Roseman. When we say 182 technicians are planned for 1961, 
you have to place these not against the $7.5 million technical coopera- 
tion, but against the figure for defense support as well. 


TECHNICIANS FOR DEFENSE SUPPORT PROGRAMS 


Mr. Passman. Your technical aid people also supervise the spend- 
ing of defense support funds ? 

Mr. Roseman. Yes, sir. For example, the same technician who is 
hired here to provide technical advice to the Koreans, say on the 
development. of their agricultural program, will also supervise the 
money for that agricultural program. 

Mr. PassmAn. How many technicians do you have under “Defense 
support”? They are not in your program; are they ? 

Mr. Roseman. As far as I am concerned it is all our program, 
whether technical cooperation or defense support. 

Mr. Passman. Is that classified 7 

Miss Granpy. The defense support figure is classified, sit 

Mr. PassmMan. How many technicians do you have in defense sup- 
port ¢ 

Mr. Roseman. Ninty-five direct hire and thirty on contract. 

Mr. PassmMan. So you would have 125 technicians ? 

Mr. Roseman. Including both contract and direct hire, sir. 

Mr. Passman. And they are technicians under the technical aid 
program ¢ 

Miss Granpy. Not all of them. 

Mr. Passman. You did not mention this additional 125 technicians ? 
Mr. Roseman. You will find it in the defense support presentation, 
Sir. 
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Mr. Passman. Does that mean all the way through this program, 
where you have defense support, you have technicians different from 
those you have justified along the w ay ? 

Mr. Roseman. No. It depe nds on how identified these technicians 
are with a particular defense support project. Ordinarily a man 
would be in technical cooperation if he isa general adviser. But if he 
is aman helping to install a particular piece of equipment being sup 
plied out of defense support and is training a group of Koreans in 
the installation of it, he would be so intimately associated with that 
project that we aie charge him to defense support. In the ferti- 
lizer plant the reason the training and management was charged to 
defense support was to get the Koreans trained. When we get the 
Koreans trained for that job to the point where we think they can 
take over the plant with two American advisers, we will charge the 
advisers to technical cooperation. 

Mr. Passman. Do you pay the technicians who are under “defense 
support” out of the technical cooperation oe ram? 

Mr. Roseman. No, out of defense support This is set forth clear- 
ly in our defense support presentation, sir. 

Mr. Passman. All right. 

Let us go to the other defense support countries. You have 125 
technicians here we did not know vou had. How many do you have 
for the other countries / When you do net show all vour technicians 
on one page, and we have to go to another page to find it, you can 
see how we would be confused. 

Mr. Roseman. You understand we are presenting this by appro- 
priation title. 

Mr. Passman. We have been i ing to find what technical aid costs, 
Now we have to move into defense Support, cunicd pick out another 
technical aid program, 

Mr. Granny. Sir, 1] think perhaps I can clarify this. If, for ex- 
ample, we are building a friendship highway in Thailand and we 
sign a contract with a major construction firm to build this, they will 
put people in Thailand to actually construct the highway. These 
people are primarily engaged in construction and this is a defense sup- 
port project and the technicians are properly charged to this, just 
as when we had the major installation of the fertilizer plant. This 
is not technical assistance. It is primarily to get the fertilizer plant 
constructed. So that this is the line we generally draw between the 
technicians that are funded under technical cooperation and those 
that are funded under defense support. 


NUMBER AND COST OF TECINIC'ANS UNDER DEFENSE SUPPORT 


Mr. PAssmMan. Of course we have discussed this before. Mr. (rrant, 
and I have no desire to prolong the hearings: but we have so many 
technical aid programs—the Organization of American States, the 
U.N. Expanded Technical Aid, the bilateral technical aid, atoms for 
peace technical aid—and now we are told that you have technical 
assistance in defense support. What we would like to know is the 
number of technicians you have under de fense Support, ancl what iS 
the cost ? 

Mr. Grant. Sir. generally speaking there is a different funetion 
served by the technicians under defense support. 
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Mr. Passwan. That may be true, but they are still technicians. 

Mr. Grant. But their function is not primarily to provide tech- 
nical advisory services. Their function is to build a highway or a 
fertilizer plant, for example. 


TOTAL ICA TECHNICIANS WORLDWIDE 


Mr. Anxprews. Mr. Chairman, I would like to know the number of 
technicians employed by ICA all across the board. 

Mr. Roseman. We can give it to you very easily, sir. We can give 
it by countries. 

Mr. Anprews. No, give the total. 

Mr. Grant. Worldwide 4 

Mr. Anprews. Yes, regardless of the division they work under. 

Mr. Roseman. I have a table before me that shows the number 
of personnel employed as of March 31, 1960. 

Mr. Anprews. That is a good date. 

Mr. Roseman. Worldw ide. 2.824 technicians direct hire, of which 
899 are in the Far East. 

Mr. Anprews. You have 2,824 direct hire technicians. How many 
are contract ¢ 

Mr. Grant. Plus personnel of other Federal agencies 447 world- 
wide, plus U.S. nationals employed by contractors, 2,154. This is 
as of March 31, 1960. 

Mr. Gary. Does that include technical assistance and defense sup- 
port ¢ 

Mr. Roseman. That includes everything except our people who 
represent the United States in running the missions. 

Mr. Anprews. You have a total of 5,425 technicians overseas? 

Mr. Roseman. Yes. 

Mr. Anprews. Hfow many technicians do you have employed by 
ICA in this country, because they are interchangeable, you send them 
from here overseas and from overseas back here? 

Mr. Grant. Sir, that is somewhat more difficult to answer as to 
straight technicians. 

Mr. Anpkews. Can you supply it for the record ¢ 

Mr. Grant. One of our problems on this is that a man may be diree- 
tor of our agricultural division in Washington- 

Mr. Anprews. He is a technician / 

Mr. Grant. He is a technician, but he is charged against our ad- 
ministrative funds because of his role. He may go abroad to be chief 
agricultural adviser in India, and then he would be a technician. I 
would not have a breakdown of that. 

Mr. Anprews. How many technicians do your records show there 
are in this country and then I will ask you to correct that figure 
for the record. 

Mr. Passman. Here is something that is pretty hard to reconcile 
with information that has been given to us in the past under technic - 
aid on tec chnic ians. On page 10, under the defense support justifica 
tions, if we look up at the top we find a number of people, technicians, 
United States employed on duty close of year, 284; contract on duty 
close of vear, 478. So that is 762 technicians who are being paid for 








out of defense support. That is economic aid, and with all of our 
military and other technical aid people, here we run into another very 
substantial technical aid program out of another appropriation. 
Could you tell us the total cost of these technicians from the inception, 
and the amount for 1960, and what what univerisities, colleges, and 
Eee firms you might have the contracts for the technicians? 

Mr. Granvt. Sir, I can give you the costs. 

Mr. Passman. Cumulative, if you have that. 

Mr. Granr. Would you prefer to raise that when you discuss de- 
fense support / 

Mr. Passman. That we shall do, but I believe you gentlemen 
across the table know there is a time limitation that precludes this 
committee, even if we had 12 months to operate, to go into all these 
details. So please give us a summary. 

Mr. Grant. Generally, the university type contracts would be 
funded out of technical cooperation. And the contract technicians 
you see here would include those men building highways, such as the 
Friendship Highway. 

Mr. Passman. But with whom did you contract ? 

Mr. Grant. You would contract for this with a major American 
construction company to build the highway and their personnel over- 
seas involved in this construction job would be shown under defense 
support. 

Mr. Passman. But we would add 762 additional technicians to the 
program ¢ 

Mr. Grant. Not to the technical cooperation program. These men 
are actually engaged in carrying out some form of operation. Take 
your contract men on the Friendship Highway. These men were 
actually engaged in constructing the highway under the contract with 
the U.S. Government or with a foreign government reimbursed by the 
United States. 

Mr. Passman. Do you havea TA technician assigned to the defense 
support contract ? 

Mr. Grant. The general line we draw is that if they are advisory 
services they can be funded under TA. 

Mr. Passman. But you have TA technicians and defense support 
technicians on the same job? 

Mr. Roseman. No, sir. Sir, I would not dare come before this 
committee unless I felt sure that we had people watching every one 
of these projects to see that we got our money’s worth. 

Mr. Passman. You do have 284 U.S. employed technicians under 
defense support ? 

Mr. Roseman. Yes, and their basic job is to look after $500 million 
of work. 

Mr. Passman. But you have TA technicians and defense support 
technicians on the same job / 

Mr. Roseman. It may be possible there are some. because if it is 
possible for the same man to supervise both a technical cooperation 
job and a defense support job, obviously we will not have two men 
there. 

Mr. Passman. But on defense support contracts you have techni- 
cians being paid out of the defense support appropriation 2 
Mr. Roseman. Yes. 
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Mr. Passman. Do you have any technical aid people paid out of the 
bilateral technical aid appropriation also working on defense support 
jobs 4 
~ Mr. Roseman. If it isa small defense support job that can be super- 
vised by a man paid out of technical cooperation funds on a part-time 
basis, | would expect him to do both jobs. 

Mr. Passman. He could just as easily be on the defense support pay- 
roll as on the technical cooperation payroll ? 

Mr. Roseman. Yes. Basically our instructions are if a man is 
employed primarily to superivse or partic ipate in a construction job 
for defense support, he is charged to defense support. If you have 
a limited number of men you charge them according to the primary 
responsibility they have, but you do not preclude them from doing 
other work as well. 

Mr. Passman. You may have a TA man doing defense support 
work, and you may have a defense support man doing TA work? 

Mr. Roseman. If he was charged to technical cooperation, a pre- 
dominant part of his work would be technical cooperation. If he was 
charged to defense support, a predominant part of his work would be 
defense support. 

Mr. Passman. But he could still be doing some TA work? 

Mr. Roseman. Yes, but I wanted to clarify it. 


ROK OFFICE BUILDING 


Mr. Passman. Would you comment on the ROK office building 
project, which is budgeted at a cost of $20,000 4 

Mr. Roseman. Yes, sir. That isa project to develop an office build- 
ing for the major ministries of the Government of Korea. 

Mr. Passman. What have you spent on this building project to date, 
out of TA? 

Mr. Roseman. Nothing out of TA. 

Mr. PassmMan. It is a continuing project, and you have not spent 
anything ? 

Mr. Roseman. This is the first vear we have any TC. Construe- 
tion has not yet begun. We have obligated out of defense support 
$2.4 million through June 30, 1959. We spent $28,000 in fiscal 1959. 
There will be another $1 million of expenditures in fiscal 1960. The 
contract. for this office building needs to be supervised. There is a 
provision for one U.S. technician who will be the American who will 
follow through to see that we get our money’s worth. 

Mr. Passman. You are requesting $20,000 for 1961 from TA for a 
ROK office building in Korea / 

Mr. Roseman. That is right. 

Mr. Passman. This is a new project ? 

Mr. Roseman. This is a new TC project. 

Mr. Passman. Why did you put it on the books as a continuing 
project 4 


Mr. Roseman. Because it is a continuing project for defense sup- 
port. 

Mr. Passman. It cannot be a new project and an old project. This 
is the first vear vou have had a single dime in this bill for it under 
TA. Is that not correct ? 

Mr. Roseman. That is right, sin 
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Mr. Passman. But how much have you obligated prior to the re- 
quest for 1961 ? 

Mr. Roseman. TA? 

Mr. Passman. Yes. 

Mr. Roseman. Nothing. 

Mr. Passman. Why do you eall it a continuing project? 

Mr. Roseman. Because we assumed that since this was the same 
building the committee would like to see the total] picture for the 
building. 

Mr. Passman. Yes. but if you have never been before the com- 
mittee for this office building, yet you show it asa continuing project— 
we are discussing TA at the present time—Mr. Murphy, is that the 
criterion ¢ 

Mr. Murrrry. Mr. Chairman, if we had shown this as a new project 
for $20,000, it is possible the reader would think this was a new thing 
coming down the road. Now perhaps we played it wrong, but we 
played it. in a way that would enable us to bring out the total picture 
under TC or defense support. 

Mr. PassmaAn. But if you show it as a continuing project it stands 
to reason we would ordinarily run over it quickly. But so far as TA 
is concerned, this is a new project / 

Mr. Roseman. Yes, sir. 

Mr. PassmMaAn. But as far as the book is concerned under TA it isa 
continuing project, as the book would show. I am looking at page 40, 

Mr. Tennant. Page 298. 

Mr. Passman. I cannot read both books at the same time. At page 
40 under technical cooperation, planned distribution of fiscal 1961 
project assistance, new or continuing projects, we look under the ROK 
office building, and find it is a continuing project, and you are asking 
for $20,000 to start it. So it cannot be both new and continuing. 
Then you follow to show a project for which you have not heretofore 
requested funds. 

What is the TA amount to bring this project to completion ? 

Mr. Roseman. After fiscal 1961 there will be another $20,000. This 
is a 2-year construction job and I want an American there to supervise 
this construction job to see that we get our money’s worth. 


TOTAL COST OF OFFICE BUILDING 


Mr. Passman. What will be the cost of this office building ? 

Mr. Roseman. It will be $2,430,000 plus a contribution from local 
currency. 

Mr. Passman. Who owns that local currency ? 

Mr. Roseman. It is Korean local currency generated by MSP. That 
amount. is $1.1 million. 

Mr. Passman. I wonder if this will turn out that the construction 
cost. will be two or three times the estimated cost? Do you have a 
firm bid, or is this a cost -plus contract 4 

Mr. Roseman. Thisisa lump- sum contract. 

Mr. Passman. Are you positive this will complete the building?! 
_ Mr. Roseman. I do not know what changes will take place in build- 
ing’ costs. 


Mr. Passman. Do you have a contract ? 
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Mr. Roseman. I think it is up for bid now. 

Mr. Rees. We signed a contract on January 26. 

Mr. PassMan. For what did you sign a contr: ict 2 

I believe that is an 8- story oflice building, is it? 

Mr. Roseman. Yes, sir; an S-story office built ling. The total con- 
tract cost 1s $2,057,243. 

Mr. Passaan. W hy did you give us a figure of $2,480,000? Again 
you have your cost inflated, whether intentionally or uninte untionally. 
Let us see how much it is inflated. 

Mr. Roseman. I will have to submit that, sir, because there may be 
additional costs charged to the project. T co re mi: ty be certain equip- 
ment costs and other coSts that are in the cost of the project. This 
is a defense support contract. 

Mr. Passman. We are not furnishing the building; are we? 

Mr. Roseman. I am talking about equipment forthe building, sir. 

Mr. Passman. We have a contractor to put up the building and then 
we furnish the equipment ? 

Mr. Mureny. Elevators, for example, Mr. Chairman. 

Mr. Passman. Do you have a copy of this contract ¢ 

Miss Granby. I do not havea copy with me. 

Mr. Passman. Would you bring it in the morning? You stated you 
have obligated $2.4: 30,000 for this e sight-story office building in Seoul. 

Miss Gransy. The present authorized value of this contract is 
$2,057,243. That does not mean the cost of the project itself will not be 
$2,430,000. You always have amendments to contracts as things take 
place that necessitate changes, 

Mr. Roseman. We will be glad to submit a breakdown on this. 

(Nore: Additional information may be found in the appendix, p. 
3080. ) 

Mr. Passman. Would you add to that your TA cost? Is that in 
addition 4 

Mr. Roseman. Yes. 

Mr. PassMAN. How much TA ? 

Mr. Roseman. $20,000 a year for each year. 

Mr. Passman. Did you have an architect ? 

Mr. Roseman. The architectural work is done. 

Mr. Taper. You got $1.1 million out of local currency ¢ 

Mr. RoseMan. Yes: we have committed $1.1 million of local eur- 
rency. 

ARCHITECT'S SERVICE AND FEES 


Mr. PassMAn. How much is the architect’s fee ? 

Mr. Roseman. I am sorry; we did not bring the contract with us. 

Mr. Passman. An architect is supposed to stay with a building 
until it is completed. 

Mr. Roseman. Either a supervising architect or a supervising engi- 
heer, 

Mr. Passman. You will not have an architect who will supervise 
the material that goes in that building at every stage, until you get ap- 
proval of the architect at the end? 

Mr. Roseman. I do not know if this $20,000 a year is fora super- 
Vising architect ora oapeerinig engineer. 

Mr. Passman. But you wn e him under T.A 7 

Mr. Roseman. Yes, s 
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Mr. Passman. If you are constructing this building out of defense 
































support funds you are supposed to have an architect, and in all proba- ale 
bility you do have. We should like to know the fee that went to the en 
are hitect, and the name of the firm, and let us find out why you are Ut 
assigning a TA man when an architect is supposed to supervise the 
building until its completion. TA is really getting into all of it; is it 
not ? 
Mr. Roseman. Well, $20,000 for the supervision of this. 
Mr. Passman. That is for 2 years? de 
Mr. Roseman. $20,000 a year. - 
Mr. Passman. For one man. . 
Mr. Roseman. Of course that includes his travel expenses to Korea, . 
Mr. Passman. Defense support is in reality economic aid? 
Mr. Roseman. It is to enable the countries to maintain their con- 
tributions to the military effort. , 
Mr. Passman. I think it has been well established that it is economic 
aid. Is that not farfetched, to take money out of defense support and 
build a beautiful office building there ? 
Mr. Roseman. It isa very functional office building. ' 
Mr. Passman. An eight-story building costing $214 million should ” 
be quite a nice building. 
Mr. Roseman. Building costs are high in Korea, sir. If you want 
me to discuss the reasons for the building, I will be glad to do so. 7 
Mr. Passman. That is not necessary. If we discussed all the reasons e 
we would never get through. You will find out the name of the : 
architect, and his fee, and the total cost; and we want to know the “ 
reason for the difference between the figures of $2,057,248 and $2,430,- " 
000, plus the $1.1 million in local currency. We want to know who . 
will get that extra money. 
Mr. Roseman. We will be glad to put that in the record. ;' 
Mr. Passman. And give us some background on this technician at 
920,000 a year. 
Mr. Roseman. I will include that. 
Mr. Passman. Mr. Taber, do you have any questions on that ? ' 


Mr. Taser. Well, I have heard it. I think you have enough on that. 

Mr. Passman. Mr. Conte? 

Mr. Conrr. The only question T have is on this office building. Why 
are they building that office building? 

Mr. Roseman. As you know, the Korean Government's public build- 
ings were destroyed during the Kore: in war. The Korean ministries 
have been scattered all over the city in ramshackle accommodations. 
They have had people from one end of a city of 1 million inhabitants 
to the other end trying to run a government. They want to group 
all the major ministries in one office building. 






EFFECT OF RECENT CRISES ON EONOMIC PROGRAM 
Mr. Contre. Has the economic program in Korea been slowed down 
at all because of the recent crises ? 
Mr. Roseman. Yes. There is a complete stocktaking by the Koreans 
and by our people. 
Mr. Conre. Does that mean we might go forth with a joint pro- 
gram ? 













1789 


Mr. Roseman. I would not want to guess how these negotiations 
will come out. I do not think the program will be essenti: ally differ- 
ent. I hope the administration on the Korean side will be substan- 
tially improved, 














CHARGES OF MISMANAGEMENT AND WASTE IN FOREIGN AID PROGRAM 





Mr. Passman. Did you see the statement recently by Acting Presi- 
dent Chang of Korea, ‘that the foreign aid program was mismanaged, 
and he reportedly pinpointed about $200 million in waste / 

Mr. Roseman. As I recall what he said was that some part of the 
$200 million program was wi asted. 

Mr. Passman. The program is over $2 billion, is it not ‘ 

Mr. Roseman. He was referring to the level of the economic aid 
program for 1 year. 

Mr. Passman. Did you see where he said it was mismanaged ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Do you agree? 

Mr. Roseman. I agree there was political favoritism on the Korean 
side. There was considerable political favoritism. 

Mr. Passman. What would be the difference / 

Mr. Roseman. I would like to distinguish between the American 
management of the program and the Korean man: igement of the pro- 
gram. So far as I know, and this applies to all the investigations 
that here tian made by our own auditors, by Mr. Murphy’s staff, by 
the General Accounting Office, and by a number of congressional com- 
mittees that have been in Korea, there is no allegation that any Ameri- 
cans have been involved in fraud, collusion, or any such thing. 

Mr. Passman. If we tolerate their doing it we are an accessory to 
the fact.: are we not / 

Mr. Roseman. I wanted to get 

Mr. Passman. Is that correct, or not ? 

Mr. Roseman. If we are an accessory to the fact, this implies that 
we have the ability to change the situation, that we are knowingly 
abetting something. I cannot accept the concept of being an acces- 
sory. 

Mr. Passman. If you know that this is going on, that there is waste, 
and irregularities, favoritism, and all the other elements we call wrong 
in this country—and we know about it and continue to pour aid to the 
same projects—is that an accessory to the fact? 

Mr. Roseman. If you do all that you possibly can do to clean up and 
correct the situation, and are not yet able to correct it gaat I 
humbly submit that that is not an accessory to the : ict, 

Mr. Passmanx. You tolerate a continuation of it. ee ver, 

Mr. Roseman. You are well aware of the Se iieee te which 
keep— 
Mr. Passman. I know that. You are going into policy. You per 
mit a continuation of what we have labeled wrongdoing, things we 

would not tolerate here. 

Mr. Roseman. The decision to terminate aid to Korea because of 
wrongdoing would be a question of very high policy. 

Mr. Passman. IT know that. T think T am entitled to an answer 
to my question. Notwithstanding the fact that all of these irregulari 
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ties, and the things we normally would call fraud in this country, and 
the favoritism, we do everything we can to correct it, but we have 
been unable to correct it, and we still continue our aid program ¢ 

Mr. Roseman. Because we are gaining more for the United States. 

Mr. Passman. Let us say they will save the world. We are still 
tolerating it ? 

Mr. Roseman. You are suggesting we terminate aid to Korea? 

Mr. Passman. I am not suggesting anything. I am asking you 
to be perfectly frank. 

Mr. Roseman. I am being'so, sir. 

Mr. Passman. Even after pinning down these irregularities, we 
are tolerating it by continuing the aid program in the same fields and 
on the same projects: are we not ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Thank you; that is exactly what I wanted answered, 
and it is not vour fault. 

Mr. Roseman. It is my fault. If you think I am being an acces- 
sory before the fact or after the fact in Korea I must state my posi- 
tion for the record. 

I think the policy of the United States requires a continuation of 
support to the Government of Korea. We have spent a lot of blood 
and money in defending Korea and our own interests. 

We are doing the best we can to clear up some difficulties which have 
been long standing in Korea just as they are in many other countries 
of the Far East. 

Mr. Passman. In just about every country where we have a foreign 
aid program, you know, and I know, there has been case after case 
of irregularities. 

Even so, we continue the aid, and continue the same programs. 
There is one instance where the President of one country took niaterial 
from the military and built a housing project, and we did nothing 
about it other than to say they ought not to do it. 

Mr. Rosraran. I cannot explain the details of the military aid pro- 
gram. 

Mr. Passman. You supervised all of it ? 

Mr. Roseman. Just the economic side. 

Mr. Passman. Let me say that as far as I am concerned, and there 
is nothing personal about this, if we should state for the record all 
the irregularities that you know about and I know about and every 
body else knows about, it would be a shocking record; but we must 
continue the aid program in the face of that, and say it is in the 
interest of national security to do so; and those decisions are made 
at the top level. 
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Laos 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


| Major cost component by fiscal year 


ijor cost component and field of activity 











Actual Estimated | Proposed 
fiscal year fiscal year fiscal year 
1959 1960 1961 

eC ssistlance | | 
lechnicians a Ra le oi ee ; 866 | 1,090 | 1, 180 
Participants » we a ee 8 ee ee a) 187 | 160 | 195 
Contractual services sia hem llellds nats ethan tagn a vison teekeitpiahecn ace” 12 | 135 170 
Sup plie ‘s and equipment Cammanecee | 232 | RO | 195 
Contribution to cooperative services Seber pe eden caciooegz intends rep tc as eh Spc cps Sn fare es ema sgh aa asta eesti ap ae estes iatealin roe we 
Other costs Sawnie E 1 35 | 60 
Potal project assistance ie ec Se a cass 1,698 | 1, 500 1, 800 
== —— S——e — 

er Ol peopit | | 

rechnicians (on duty close of year): | 
U.S. employed . alien ius eaosatethaice date sediel 58 | 54 | 66 
Contract ere oes ios 15 ll 15 
Total technicians. in biiaeeetean ee i3 65 81 

nants (programed during vear | 
mcontract 5 was cota eine wisuniesa aims ae 215 101 | 119 
‘ontract = Sen eanink dos Ns chess wth Spline aaa ica dine elcadehtiast 
|— a Se 
l il part icil SO a a cite eels cea nd ck ina een 215 101 | 119 
\griculture, forestry, and fisheries ; i 270 180 230 
Industry and mining. _.......-... ie ain eiatichac ania ahtnaindet- mae ‘ 215 80 280 
nsport ion pl scnanasad dmcwn 
I Bua haw = is adn sainiiedlca Slap bcinnaensincaidceacce aes 
lealt Rare AORDS TAU ics eee 61 75 | 155 
Education pie swin Scat aud pnmikeldmmwecteaiiel 280 250 195 
Public iministration ie oe Nea ee ee 203 | 310 325 
Com itv development , social welfare and housing-_.- 105 130 | 140 
Gener mas all d miscellaneous- ipa in cia Stennis iemaiinnd | 564 | 475 475 
Pater 9 Ti OF GOV IE ET oo fac nccinnkknwdxascconese assess } 1, 698 | 1, 500 | 1, 800 


Mr. Passman. We shall consider the technical assistance programs 
for Laos. In 1960 you had $1,500,000. What reduction do you ask for 
fiscal year 1961 ¢ 

Mr. Roseman. An increase of $300,000. 

Mr, Passman. Everyone shows an Increase. 


COST OF PROJECTS 


What is the cost to complete all the projects that you have under 
construction in Laos? 

Mr. Roseman. Do you want these added up, sir? 

Mr. Passman. Do you have any of the projects listed for Laos, 
which number 20, where there has been no appropriation in prior 
years, or no expenditure made in prior years? I refer to technical aid. 

Mr. Roseman. Every single one of these projects has been before 
the Congress as far as I can tell. 

Mr. PassMan. Let us take No. 1. 

Mr. Roseman. To complete all the technical assistance projects we 
have in Laos, some 20 of them, would cost $4.6 million after fiscal year 
1961. 

Mr. Passman. How about 1961? 
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Mr. Roseman. $1.8 million. That would be a total of 


OBLIGATIONS 


Mr. Passman. Let us get all obligations prior to fiseal 1961. 


Mr. Roseman. Cumulative to the end of 1959, 84.4 million, rounding 


off these figures. 

For fiscal 1960 it is $1.5 million. 

For fiseal 1961 it is $1.8 million. 

After fiscal 1961 it is $4.6 million. 

Mr. Passman. Making a grand total of what ? 

Mr. Roseman. We will have to add it: $12.8 million. 

Mr. Passman. For technical aid alone in Laos? 

Mr. Roseman. One of the most important needs of that country, 
sir. 

Mr. Passman. That is just on these 20 projects ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. All you are doing is advising? 

Mr. Roseman. And assisting. 

Mr. Passman. That is just one field. You also have it under other 

categories, referring to aid / 

Mr. RoseEMan. Y es, under other categories, 

Mr. PassMan. It is not your fault that this has gotten out of control, 
and we are not blaming you. 

Mr. Taber ¢ 

Mr. Taser. How much unobligated balance do you have in Laos at 
the present time / 

Mr. Roseman. There is no unobligated balance, sir. 

Mr. Taser. None unobligated? You must have. 

Miss Granpy. We have obligations through the month of April. 
May and June have not yet come in. 

Mr. Taver. Give them to me. 

Mr. Roseman. Out of the $1.5 million, $900,000 had been obligated 
as of April 30 of 1960. In other words, 60 percent of the program is 
obligated. 

Mr. Taner. That means you will have hard work to obligate the 
rest of it before the end of the fiscal year ? 

Mr. Roseman. The situation was that until the Acting Director of 
ICA and I went to Laos in December, we were holding up certain 
obligations because we wanted to take a good look at the program be- 
fore we went ahead. Consequently much of the actual operations of 
that program for fiscal year 1960 did not start until about January. 
It has picked up pace ever since then, of course. 


PROJECTS 


Mr. Taser. What are you doing with the money ? 

Mr. Roseman. Primarily development of agriculture, education, 
and health in Laos. There is a list of the projects here. 

Mr. Taser. Where is the list ? 

Mr. Roseman. Page 47. A great deal has been done also in the 
development of a police force in Laos. 

Out of the total program for fiseal year 1961, $230,000 will go for 
agriculture; $280,000 for industry and mining; $155,000 for health 
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and sanitation ; $195,000 for education ; $325,000 for the field of public 
administration; $140,000 for rural development; and $485,000 for 
various other activities. 

The question is how much it would cost us if we did not do some of 
these things. The Communists have been there and you have had a 
very substantial indication of activities by the V ietminh. If that 
country collapses what will happen to our general strategic position in 
southeast Asia? That is something I would suggest the military or 
the State Department discuss with you. 

The major problem in Laos on the economic side is the fact that 
many of the villagers who represent the greatest part of the popula- 
tion of that country have not had any contact with the central gov- 
ernment. They do not know that a central Lao Government exists 
in some cases. 

Unless the Lao Government provides some services to these vil- 
lagers, Communists will infiltrate that country substantially. They 
will switch these villagers over to the Communist side. 

Mr. Taper. | thought if they did not even know of a central gov- 
ernment how would they know it as a result of anything you can do? 

Mr. Roseman. Because our people are wor king with the Laos of- 
ficials, taking them out into the country and getting together with 
them and helping villagers start small activities. They have been 
helping to improve water-supply systems and agricultural practices, 
helping them build schools, helping the Government supply teachers 
whom we are training, and a number of other activities. For the 
first time the villagers are learning that there is a central Lao 
Government and that the Government has some interest in their 
welfare, as contrasted to the promises the Communists are making 
on the other side. 

We are talking of an area that is on the border of Communist 
China and Communist North Vietnam. 

I think if we had to send U.S. soldiers over to protect that frontier 
it would cost us more than S12 million. So far we have been able 
to resist the Communist penetration. 


ARMY STRENGTH 


Mr. Passman. The cost has been more than S12 million. We did 
not know whether they had an Army of 2,500, 25,000, or 1,600, 
We just gave them money and did not even have the right to in 
spection. 

Read the hearings. If that is a statement that is not properly forti 
fied there has been no factual statement made. You have eiven them 
money blindly hoping, and T imagine doing a little praying, that they 
had the number of soldiers we were furnishing money to pay. 

Mr. Roseman. That is a question you will have to address to my 
friends in the military assistance program. 

Mr. Passman. I am sure if you spoke to the military you would 
find we still do not know how many soldiers they have. 

Mr. Taner. Do vou know how many soldiers they have, 

Mr. Roseman. No, sir. IT have never counted them. 

(7 the record. 
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Mir. Roseman. I know that the Lao Army has been able to restrain 
the Vietminh and the invasion to some extent. 

Mr. PassmMan. You do not know how many are there ¢ 

Mr. Roseman. I have not counted the soldiers. 

Mr. Conve. I was out in Laos. At that time — —— there 
were - — soldiers out there. 

Mr. Passman. They told us they didn’t know how many. ‘They 
were providing the money on faith. We were prevented from 
checking. 

Mr. Taper. When was this? 

Mr. Conve. In September. I spent no time at the Embassy. I 
saw most of Laos and flew there with a small plane. I visited several 
of the companies up there and saw these armies trained; saw the 
soldiers maneuvering. 

Mr. Anprews. Are they mostly jungle fighters ? 

Mr. Conte. Jungle fighters. They are very primitive people. 
They are about 15 percent literate. 

After all this training they were quite pleased, the day I was there, 
that they had finally learned some sanitation methods. That is how 
bad off they are. 

[ got some excellent pictures I took of the army out there. 

I saw them do some maneuvering, jungle fighting. 

(Discussion held off the record.) 

Mr. Passman. I stand on my statement that the highest echelon 
witnesses testified in prior years that we knew nothing about the 
number of soldiers they had. You remember that, Mr. Andrews? 

Mr. Anprews. That is right. 

Mr. Passman. We had to take their word. We didn’t know how 
many they had, though we were financing —. They were afraid 
it would be an offense—— 

Mr. Taser. When was that ? 

Mr. Passman. Two years ago. They said it would be a great of- 
fense if we insisted on going behind and checking up. 

There was quite a discussion in the committee on that. 

Mr. Anprews. The testimony was that all we did was to give them 
a check of - a year. 

Mr. Roseman. My understanding is that that situation has im- 
proved. Again this is something for the Defense Department to 
testify to. 

Mr. Passman. I hope it has improved. T remember what hap- 
pened in prior years. They were afraid it would be an offense if we 
even attempted to go on the other side to check the number. 

They insisted on good faith, and subsequent events revealed almost 
wholesale mismanagement. 

Mr. Roseman. We since have had a currency reevaluation. It is 
now a ratio of 80 to 1, sir. 

Mr. Taper. That is all I have. 

Mr. Passman. If you read the hearings for fiscal 1959 you will find 
some information on page 969. I hope the situation has improved. 

The GAO report covered that, too. 

Other questions ? 
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IMPROVEMENT OF CENTRAL BANKING OPERATIONS 


Mr. Anvrews. How about this project for the improvement 
central banking operations‘ Is this a continuing project 

Mr. Roseman. Yes. 

Mr. ANpREws. You request $20,000 / 

Mr. Roseman. Yes, sir. 

Mr. Anprews. Tell us about that. 

Mr. Roseman. That is for one American technician. The Lao had 
no central bank until 1955. With this reform of the currency the 
central bank became extremely important. We want to have someone 
there to be sure that, among other things, they adhere to the agree- 
ment which we have with them about printing local currency and 
maintaining their reserves. ‘This is also to train them in central bank- 
ing methods, 

Remember that Laos is the real backwoods of Indochina. There is 
only one city of any consequence and this is a relatively new central 
bank. 

Mr. Anprews. Who put up the money for the bank? How did it 
start 

Mr. Roseman. Capital stock was put up by the government. It is 
a national bank, the Federal Reserve Bank of Laos. It is not a 
ommercial bank. It is the bank of issue, the bank which controls 
currency, the bank that handles treasury deposits. 

Mr. Anprews. Did the United States put money into the bank ? 

Mr. Roseman. Not so far as I know. 

Mr. Anprews. This $20,000 represents the salary and expenses ? 

Mr. Roseman. | think living expenses come out of local currency. 
Let me check it, sir. 

This includes travel to Laos, the travel of his family, and the dollar 
cost of his salary and past differential. 

Mr. Anprews. What is his salary ¢ 

Mr. Roseman. Approximately $12,000, I think. 

Mr, Anprews. That ts all. 


DEVALUATION OF THE KI? IMPORT LICENSES 


Mr. Passmayn. The situation, vou do recall, was very grave in Laos 
with respect to the devaluation of the kip, and they would issue these 
permits and go into the market. This was supposed to have been for 
the purpose of importing into Laos, and they would accept delivery 
bac Kk in Thailand and this stuff would not. go into Laos. 

Mr. Roseman. Yes. 

Mr. Passman. It was a deplorable situation. 

Mr. Roseman. Yes. 

Mr. Passman. You understand why I am bringing this up. It was 
gross dishonesty, almost unpardonable and unforgivable that we 
would be even a party to some of the things we had to tolerate. 
Ifowever, for political considerations, we had to go along with 
em. Is that your understanding ¢ 


+ 
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REFORMS 













Mr. Roseman. It took us some time to get the reforms we wanted. 

Mr. Passman. For political considerations, we had to vo alone un- 
til we could bring about some reforms. 

To what extent has it been re sual 

Mr. Roseman. Completely, 

Mr. Passmayx. That isa oa sti itement. 

Mr. Rosemayn. I refer to the Import license situation, which is the 
specific problen: you mentioned. 

Mr. Passman. Does the Cabinet, as we think of the Cabinet here, 
still have charge of most of those permits and let. them out to rela- 
tives: or do other folks get them now / 

Mr. Roseman. There is no system of that sort now. They operate 
on the basis of free convertibility. In other words, so long as you 
can exchange 80 Lao kip for one U.S. dollar and a dollar for 80 
Lao kip ther re is no necessity for import licenses. 

Mr. Passman. Many millions of dollars were made by some of the 
top echelon Laotians. Were any of those people brought to justice, or 
did we just call it a bad day and start over 

Mr. Roseman. I don’t know whether there have been cases of that 
sort. Certainly with respect. to the whole system of operation of the 
aid program we started over fresh and clean. 

Mr. Passman. You forgot about the past and started anew / 

Mr. Roseman. I don’t know whether any other cases are under 
investigation. If they were Lao officials we have no right to prose- 
cute them. 

Mr. Passman. I know that. I have never blamed our officials for 
the reeord. 

You are familiar with some of tRhe things I am thinking about, if 
I do not talk about them. 




















ICA DIRECTOR 








Mr. Contre. We have a new ICA Director there in Laos / 

Mr. Roseman. John Tobler. He is a career man. 

Mr. Contre. Career man in the State Department ? 

Mr. Roseman. In the ICA, to the extent we have any career men. 
He has been with the ICA for a number of years. He was in Saigon 
for several years and has been back here as the ICA representative 
working with the Operations Coordination Board and the National 
Security Council. 

I believe he went out in early September. 

Mr. Conte. I met him out there in November. After several con- 
ferences with him I thought he was very sincere in his attempt to 
straighten out the mess they had in Laos. They certainly had a bad 
situation. 

The local currency situation the chairman brought out was bad. 

Also there was a contract to build a highway there. 

Mr. Roseman. Yes, sir. 

Mr. Cone. The man there was finally convicted, was he not / 

Mr. Roseman. There is a case pending now and the Department 
of Justice is in on it. I think there has been an indictment but not 
a trial as yet. 

Mr. Contr. He was an American ? 
Mr. Roseman. Yes, sir. 
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ELABORATE NATIONAL TEACHERS TRAINING CENTER 


Mr. Contre. One project I saw there which was very good was one 
where L was somewhat disturbed. I thought the new National Teach- 
ers Training Center was a little too elaborate for the country. 

Mr. Roseman. I have a picture of that, if it is the same one to 
which vou refer. 

Mr. Conve. It is the only teachers training school there, is it not 

Mr. Roseman. Yes, sir. This isthe school, is it not / 

Mr. Contre. Yes. 

Show that picture around, 

Mr. Roseman. This is the only teacher training school they have in 
the entire count ry. 

The great problem in this country, as in Cambodia, is the develop- 
ment of education for its people. 

The building which you saw cost some $150,000—that is, the build- 
ing itself—and there are other aspects such as the power generating 

system, and so on, which add to that. This is something which the 
Lao are very proud of, of course. Unless we built a buil ling of a one- 
story character, which would have to spread out over much more land, 
[ do not think we could have made it simpler. There are certainly 
10 marble halls in it. 

Mr. Contre. All the other schools in Laos were small little village 
schools, mostly out of grass, panama leaves; there were dirt floors, 
and sO On. 

You were taking these people and bringing them down to the 
apital—these people you were training as teachers—and I thought 
it was too much of achange for them. I thought you could have given 
then: a simpler construction. 

Mr. Roseman. That is a question of judgment, sir. We could have 
been more simple by constructing something th: at al L not last. I 
think basically the Lao felt they wanted a permanent building. 

After all, most of the Lao schools are made with thatch and bamboo 
and have to be rebuilt every 3 years. This is the permanent center 
for the edueational program of their country. 


AGRICULTURAL PROGRAM 


Mr. Conve. T want to say this for the record: One of the finest 
little programs I saw was the agricultural program there where you 
had a man teaching them how to raise hogs and grow corn. 

I thought that was an excellent program and I felt we should have 
more throughout the Far East, and they are not costly. They are very 
inexpensive programs and those natives were most interested about 
this project. 

It was bringing into the community a new source of food which 
had a high protein value. I think that goes over much better than 
some of the millions of dollars we are spending in other parts of the 
foreign aid program. 

IVS TEAM 


Also IT would like to compliment the IVS team. Is that sponsored 
by the American Government or is it strictly private / 

Mr. Roseman. This is sponsored. It is a voluntary organization 
but we pay the bills except for the organization’s headquarters costs. 
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The cost of the teams in Laos is paid for under the technical coopera- 
tion program. 

Mr. Contre. These people are paid $60 a month. They have to con- 
tract for 2 years at atime. They are made up of teacher agriculture 
technicians teaching them farming. They had nurses out there in 
jungle giving medication to the natives throughout this country, 

I think they are much better than these $30,000-a-year technicians. 

Mr. Roseman. Well, of course, the $30,000 technicians are advising 
the government and these IVS people are in the countryside working 
with the villagers. 

Mr. Contr. I know that this lady from Philadelphia has been out 
there 2 years dispensing medication in a shack about 10 feet by 12 feet 
large, and she had a line of natives there with leprosy, malaria, 
dysentery, and other diseases, and these natives looked upon her as 
the “Great White Saint. 

Mr. Roseman. We are currently negotiating with the [IVS for an 
extension of that activity to all the provinces in Laos. 

Mr. Conte. I would like to encourage more of that IVS operation 
in southeast Asia. 

Mr. Roseman. Yes, sir. 

Mr. Anprews. These employees who get $60 a month, are they 
natives ? 

Mr. Roseman. They are Americans. 

Mr. Contr. Thev are all college graduates. 

Mr. Roseman. They are young “college graduates who want to go 
out for a couple of vears in this work because of their desire to be of 
help to humanity. 

Mr. Passaa~. How much do they get a year? 

Mr. Roseman. $60 a month. 

Mr. Passman. In all probability they can live just about as well on 
$60 a month as you could in the United States at, perhaps, $250. 

Mr. Roseman. Sir, if you live in a Lao village, no matter how 
much money you have, you do not live well. 

Mr. Passman. No: vou do not live well: but they go there because 
they want to do so. 

Mr. Roseman. They go there because of their desire to do some- 
thing for the world. They live very simply and they have to. They 
live in a bamboo thatch-covered shack and they eat what they can 
get off the countryside, or what we can fly into them. 

Mr. Contr. Let me say that 99.9 percent of the American public 
would not live out there where these people are living and work under 
those conditions. 

Mr. Roseman. I think your estimate is a little low. 

Mr. Passman. I do not think I should like it under any condition; 
but there is always a chance of misunderstanding in regard to these 
conditions when we pick up the per capita income or the gross na- 
tional product of a nation, because if you would apply the American 
pricing system for something like this, in all probability it would be 

far different story. 

Mr. Roseman. Except, sir, if these people wanted American prod- 
ucts, they would cost four or five times, I suspect, what they cost in 
the United States, by the time we got them out there. 

Mr. Passman. I would not want it at any price. 
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Mr. Roseman. I have stayed in some of these villages, sir, and I 
would not want it either, unless I had to do it. 

Mr. Passman. I do not know whether you have any money in this 
project, but especially [ want Mr. Taber to be present when these two 
projects are discusse d. One of them will be a project in Thailand, 
which Mr. Gary picked up when he was out there and which was 
later supplemented with other information. 

We should like for you, if you would, when you return at 7 o’clock 
to tell us whether you had a man by the name of Otis Richardson 
formerly connected with the ICA, and be prepared also to go into 
this Oregon State matter. 


HIGHWAY CONTRACT IN SOUTH VIETNAM 


This was brought to my attention today, and you have it blacked 
out, for security reasons, I presume. But we shall be getting into 
it later. That is the highway in South Vietnam which one report 
indicates may cost $82 million. It is on a cost- plus contract, and 
the contractor took out, or took home, last year $800,000; but all of 
the equipment is in South Vietnam, at the expense of our Govern- 
ment. They are also going to award a contract for building an 
international airport in South Vietnam. Of course, it appeared to 
be obvious that the contract will go to this man who is already out 
there at the expense of the American taxpayer, with his machinery ; 
and there is no way you can keep it from going to him if he bids 
on it. 

We want to know whether it was all set up that way, as it is a cost- 
basis contract. Will you please be prepared to go into that? 

Mr. Roseman. When do you want to discuss it / 

Mr. Passman. You are not inon that, are you / 

Mr. Roseman. I am, sir. 

Mr. PassmMan. You are familiar with it 

Mr. Rosrman. Yes, sir. 

Mr. Passman. Is it true that this contractor is operating on a cost- 
plus basis / 

Mr. RoseMan. oo is right, sir. This is not for one road, sir. 

Mr. Passman. I do not care if it is for roads all over the country, 
but is the contract operated on a cost-plus basis 4 

Mr. Roseman. The Johnson, Drake & Piper contract is on a cost- 
plus fixed-fee basis. 

Mr. Passman. When you build the international airport, that is 
going to be on a bid basis ¢ 

Mi. Roseman. Yes, sir. 

Mr. PassMANn. He is going to be privileged to bid on it / 

Mr. Roseman. Yes, sir. 

Mir. Passman. The machinery is already out there, and we paid for 
getting it out there; did we not ? 

Mr. Roseman. The machinery belongs to the Vietnamese Govern- 


ment and not to the contractor. The machinery will be available to 
ny contractor who bids. 
Mfr. Passaan. Is that going to be specified when you advertise for 


bidders? 
Mir. Roseman. Yes, sit 
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Mr. Passman. But, i is on a cost-plus contract basis / 
Mr. Roseman. Yes, si 
Mr. Passman. And as are going to be in a position to discuss the 
original estimate and also the completed estimate / 

Mr. Roseman. Yes, sir; and the changes in the program, sir. 

Mr. Passmwan. Changes in the program / 

Mr. Roseman. Yes, sir. This original estimate, for your informa- 
tion, was for one road and there are now three roads. 

Mr. Passmawn. It looks as if it is just about the same deal that you 
had over in Thailand, and I think we shall have to go into it. 
Mr. Roseman. I think you should go into it in defense support. 
Mr. Passman. The Oregon State contract must be discussed tonight. 


FRADE BETWEEN JAPAN AND UNITED STATES 


Mr. Grant. Mr. Chairman, before you close, or some other time, 
would you like these figures on trade with Japan for this calendar 
year that you asked for / 

Mr. Passman. You may give them to Mr. Conte, please. 

Mr. Grant. The U.S. Department of Commerce reports that the 
figures for January 1960 on trade between the United States and 
Japan are as follows: U.S. exports to Japan were $106 million. U.S. 
imports from Japan were $94 million, giving a balance in the favor 
of the United States of plus $12 million. 

Mr. Contr. How about February and March / 

Mr. Grant. Sir, the February and March figures will not be avail- 
ible for some time vet. 

The Department of Commerce has the worldwide figures for Febru- 
ary and March, by the detailed breakdown, but counting by commod- 
ities lags somewhat behind their overall figures. 

Mr. Passman. That would mean that you #re projecting that ona 
full-year basis? 

Mr. Grant. That the United States would have a favorable trade 
balance with Japan of about $144 million. This is generally in ae- 
cord with the increasingly favorable trade balance that we have been 
developing in the first months of calendar year 1960, which has led 
to a very significant improvement in our exports. 

Mr. Passman. The decline has been very much in the opposite di- 
rection. It has gone from $344 million, minus $633 million; minus 
4164 million, and minus your $120 million-plus. So, it is too early 
to accurately predict what the end of the year would be? 

Mr. Roseman. Except, sir, that the steel strike started a lot more 
steel exports from Japan. 

Mr. Passman. Did you get the information on the Japanese exports 
of steel and textiles to America / 

Mr. Roseman. I believe you asked for a subsequent insertion in 
the record. 

Mr. Murrnuy. It has been submitted. 
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) a 
PHILIPPINES 
Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 
Actual Estimated Proposed 
fiscal year fiscal year fiscal year 
1959 1960 1961 


roject Assistance 
lechnicians 
Participants 
Contractual services 
Supplies and equipment 
Contribution to cooperative services 
Other costs 


otal project assistance » YOGA 3. OOO 


r ol people 

lechnicians (on duty close of year 
U.S.-employed 
Contract 


Total technicians 


ipants (programed during year 
Noncontract 
Contract 


Total participants 


i of activity 
griculture, forestry, and fisheries 
dustry and mining 


isportation 


ind sanitation 
lucation « 
Public administration $14 
Community development, social welfare and housing 124 


General and miscellaneous 242 


lotal by field of activity * és, 3, OOO 


Mr. Passman. I had an insert on the Philippines. 

In 1960 you had $3 million for technical aid. This year you are 
asking for $3 million technical aid in fiseal 1961. 

Mr. Roseman. Yes, sir. 

Mr. Passman. The number of technicians and the number of par- 
ticipants are both down, yet there is no decrease in the funds 
requested. 

Would you give us the answer to that / 

Mr. Roseman. There is an increase in “Contractual services,” sir, of 
$125,000 and an increase in “Supplies and equipment” from $164,000 
to 8312.000, 

Mr. PassmMan. Would you tell us what the $125,000 increase repre 
sents ¢ 

Mr. Roseman. Just a moment, sir. 

Mr. Passman. All right; you can give it to us when we come back 
this evening. 

Mr. Roseman. Yes, sir. 

Mr. Passman. Give us the estimated cost to complete each of the 
six hew projects you are proposing to initiate in fiscal year 1961. 

Mr. Roseman. I will dothat, sir. 
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Mr. Passman. Also the 1961 cost and prior cost, if there has been 
any, as well as the completed cost. 

Mr. Roseman. I think I can give those to you right now. 

Mr. Passman. All right, sir. 

Mr. Roseman. I will have to figure this out, sir, but I will give it to 
you this evening. 

Mr. Passman. Do you want to answer the contract cost question ? 
The number of technicians and number of participants are both down, 
but there is no decrease in the funds requested. Why ? 

Mr. Roseman. I am afraid, sir, I will have to give you that this 
evening, because I do not have with me the comparative figures for 
each contract for 1960, 

Mr. Passman. They are continuing contracts ? 

Mr. Roseman. Yes, sir; that is right. I do not have the figures for 
1960. | | 

Mr. Passman. And they are continuing to increase in cost? 

Mr. Roseman. Yes, sir; that is right. The amount of supplies and 
equipment required has gone up slightly. 

Mr. Passman. Have you found the information for which you were 
looking ¢ 

Mr. Roseman. I do not have the comparable figures. 

Mr. Murriry. We know about the $250,000 for 1961, Mr. Chairman. 

Mr. Passman. What is it ¢ 

Mr. Murpnuy. $80,000 on the contract for the College of Forestry 
Project and $170,000 on the Industrial Development Cenier. 


INDUSTRIAL DEVELOPMENT CENTER 


Mr. Passman. What is the Industrial Development Certer ? 

Mr. Roseman. That is a very etfective operation in the Philippines. 
It is primarily concerned with giving assistance to small Philippine 
industry. 

Mr. Passman. Who owns it ? 

Mr. Roseman. The Philippine Government. 

Mr. Passman. With whom is the contract ¢ 

You have $98,000 for U.S. technicians and you have a contract in 
addition to that; do you not ¢ 


CONTRACT WITH SCHOOL OF COMMERCE OF SYRACUSE UNIVERSITY 


Mr. Roseman. The contract is with the School of Commerce of 
Syracuse University. 

Mr. Passman. What has been the contract with them in the past? 

Mr. Roseman. They have sent out people—— 

Mr. Passman. I want to know the amount in dollars. 

Mr. Roseman. This is what I do not have with me, sir. 

Mr. PassMan. It is a continuing project; is it not / 

Mr. Roseman. It is a continuing project but I do not have the 
contract for the year 1960 with me. 

Mr. Passman. Why would you need a contract when you have 
DYS.000 for U.S. technicians 2 We had better return to this item 
tonight. 

Let us know the amount of the cost to date. 
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You are asking for $415,000 for it for fiscal 1961, and we want to 
know what it will be in subsequent years. We shall go back into that 


tonight, because it is too important to gloss over. 


Mr. Murrpuy. Off the record. 


( Discussion off the record.) 
Mr. Passman. Gentlemen, we shall reconvene at 7 o’clock this 


evening. 
NIGHT SESSION 
THAILAND 


Summary of program by major cost component and field of activity 


[Dollars in thousands] 


inponent and field of activity 


’ try 


istry and Mining 
ransportation 
Labor 
llealth and sanitation 
Edueation 

Public administration 
(* miunit 1; rn 


oclal weifare, 


I i} pr 
teneral and miscellaneous 


Mr. Passman. The next item will be technical aid for Thailand. 
In 1960 you had $4,300,000. You are requesting the same amount 


for the fiseal year 1961. 
REQUEST FOR FEWER TECHNICIANS AND ADDITIONAL MONEY 


It would appear that the number of technician Ss and the numbet 
» cost of technicians and 


of participants are down from 1960, but th 
Would you try to explain that ? 
the number of technicians 


fechniclahns oOo 


lay 
il tit ‘ 


participants are up. 
Mr. Roseman. I believe, sir, 


employment is the same and t 


Contraet 


he Hubber ot 
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goes down. The total is 193 technicians in 1960 and 166 in 1961, and 
the participants go down from 410 to 566. 

Mr. Passman. So the technicians are down, but the costs are up ? 

Mr. Roseman. Yes. 

Mr. Passman. That seems to be running the same way in every 
country you handle. We have not found that so in other parts of 
the program. Why are the characteristics of your program so dif- 
ferent from the others that you have fewer technicians but more 
money 

Mr. - MAN. The number of technicians has gone down. 

If I may call your attention to the table on the top of page 60 the 
actual cost of technicians has gone up approximately $200,000, 

Mr. Passman. That is what I say. You are requesting the same 
amount of money, or more, for fewer technicians. 

Mr. Roseman. That is right. 

This can come about in three or four ways. One is the fact some 
of the technicians in 1960 will not be there for the full year. We are, 
In some cases, Moving Into new fields. 

Mr. Passman. What new fields? All of these are continuing proj- 
ects, and you do not have a new project. 

Mr. Roseman. That is right, but sometimes within an existing 
project we may need a higher priced technician than the one we have 
had, de »pending upon what specific work is to be done. It is al- 
ways the same technician who stays for the duration of the project. 

Mr. Passman. That is confusing, it seems to be peculiar with your 
section, and not the others. 

Mr. Roseman. Contract services have gone down: both in terms of 
money aes contracts, but the cost per tec ‘hnician has gone up. That 
can only be explained by the fact that the cost of the individual tech- 
nician we plan to have for next year, on a per capita basis, is higher 
than last vear. 

Mr. Passman. 115 cost $1,722,000. 

Mr. Roseman. That is right. The same number of technicians, 
115, will cost $1.9 million in 1961. 

Mr. Passman. Are you giving a $200,000 increase in salary 4 

Mr. Roseman. These are not necessar ily the same people. A certain 
phase of the job will be brought to completion within the individual 
project and a new technician will be brought over to carry it out. 
That new technician may be a different. kind of a man, a more expen- 
sive man. 

Mr. Passman. Evidently so. 

Mr. Roseman. I will have to bring in some illustrations of that, 
and I will be glad to submit them for the record. 

Mr. Passman. You had no decrease in the total number of teclini 
clans. 

Mr. Roseman. That is right. The direct hire is the same number, 
115. They are not the same individuals necessarily. 

Mr. Passman. You do not show any reduction in the total program. 

Mr. Roseman. No, sir. 
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Mr. Passman. What is actually going to happen to these technicians 
that you are lett ing out ¢ 

Mr. Roseman. Some will be through; some will not be rehired; 
some will go to other countries where their services are needed. 

Mr. Passman. The worldwide chart does not indicate you have let 
any out. 

Mr. Roseman. I know in the Far East we have let technicians out 
W hen their services were not needed. 

Mr. Passman. Now we are talking about the United States. You 
are using the same number of U.S. technicians, are vou not, in the 
fiscal year 1961 that you used in the fiseal year 1960? 

Mr. Roseman. That is right. 

Mr. Passman. Is that not rather unusual—that you replace one for 
one é 

Mr. RoseM AN. Not necessarily. These programs are developed on 
the basis of individual projects. There may be a decrease of two tech- 
nicians in one project and an addition of two in another. 

Mr. Passman. It certainly is not encouraging to see you are having 
a reduction in technicians and the number of participants, yet you are 
asking for more money in this particular project. As it applies to 
technicians, you are asking for $200,000 more, but for the overall pro- 
gram it is on a reducing basis, with regard to the number of partici- 
pants and contract personnel, but you are asking for the same amount 
of money. 

Mr. Roseman. Yes. 


NAMES, GRADES, AND ASSIGN MENTS OF TECHNICIANS 


Mr. Passman. Could you provide the committee a list aeeom the 
names of the 115? Their grades, where they were assigned in 19607 
And let us get the names of the technicians, their grades ee where 
they will be assigned in the fiseal year 1961. 

Mr. Roseman. I cannot tell you where they will all be assigned 
In L961, 

Mr. PassmMan. Give us the names. 

Mr. Roseman. I can give you the names of all the 115 technicians 
and I can give you their present grades. I could not tell you what 
will happen to them after July 1 on an individual basis. 

Mr. Passman. As you have projected this in even numbers we 
Imagine you are going to continue the same technicians. We should 
like for you to prove we are in error. 

Mr. Roseman. Instead of the names, could I give you the jobs 
In 1961 ¢ 

Mr. Passman. I do not like that at all, because you might take a 
man named Joe Brown and give him three or four promotions. We 


suspect that is what has happened. It has happened in a lot of other 
nia 
piace es 
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The list supphed follows :) 
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U.S. employed technicians included in the Thailand technical cooperation 
program and expected to be on board June 30, 1960—Continued 
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AGRICULTURE LEADER TRAINING 


Mr. Passman. Now, is the agriculture leader training project a new 
project ¢ 

Mr. Roseman. No, sir,a continuing project. 

Mr. PassmMan. When did you originate this project ¢ 

Mr. Roseman. In fiscal year 1960. 

Mr. Passman. What amount did you obligate for 1960 ¢ 

Mr. Roseman. $35,000. ; 

Mr. Passman. Did you submit this project to the committee last 
year! 

Mr. Roseman. I will have tocheck back. I do not reeall. 

Mr. Passman. Let us try to find out. 

Mr. Roseman. I do not have the presentation for last year before 
me, 

(Information supplied may be found in the appendix, p. 3075.) 

Mr. Grant. Do you have a copy of last year’s presentation book / 

Mr. Passmanx. How much of the $35,000 that you have obligated 
for the fiscal year 1960 has been spent ? 

Mr. Roseman. Lamafraid Ido not have that detail, s 

Mr. Passman. Do you mean you cannot tell us caer much of the 
$35,000 you have obligated? You have told us on others. 

Mr. Roseman. | have a table for most countries that gave me that 
information, but it does not appear on the table before me. 


PROJECTS NOT INCLUDED IN EMBASSY LISTING 


Mr. Passman. This list that I have in my hand was given us by the 
Embassy, and this project is not listed, and this covers the 1960 
projects. See if ~— ean find it. 

Mr. Roseman. It does not appear on this list. 

Mr. PassMan. So it is a new project, or else the Embassy is in error 
in Thailand. 

Mr. Roseman. May [ask which month you got this? 

Mr. Passman. When we were out there last year. We asked for it, 
and it was mailed to us, and here isa letter that accompanied it. 

Mr. Roseman. September 10. The only explanation I can give 1s 
this must have been broken out of an older project in the agricultural 
field. 

Mr. Passman. It may be like some of these other projects we have 
been considering today; it is some phase of an old project. It could 
be that. 

Mr. Roseman. Ordinarily when we have a new phase of an old 
project, that means a contract within the existing project. TI simply 
cannot explain what happened on this one beeause I do not know. 

Mr. Passman. If we may goa bit further, the data supplied by the 
Embassy contains six projec ts not in the fiscal vear 1961 justifications. 

Mr. Roseman. Those may be projects which were financed in 1960 
but for which we are requesting no funds in 1961. T have a list of three 
projects for which we requested funds in 1960 but not in 1961. 
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Mr. Passman. This list I have here is from the Embassy, and they 
do not list this project. Of course all these projects are assigned a 
number. 

Mr. Roseman. That is right. 

Mr. Passman. Can you tell us how many projects you have in Thai- 
land ? 

Mr. Rosrman. May I finish the answer to the last question? You 
asked me if there were six for which we were not requesting funds for 
1961. T have a record here of three projects for which we requested 
funds in 1960 but not in 1961. 

Mr. Passman. What are they ? 

Mr. Roseman. I will have to give you the numbers. 

Project No, 29-204 which would be in the field of industry I think. 

Project No. 87-152. 

Project No, 66-021. 

Mr. Passman. These are 1960 projects / 

Mr. Roseman. Yes, for which we are not asking any funds in 1961. 


CONTRACT WITH T.V. ASSOCIATES, INC. 


Mr. Passman. Do you have a contract with T.V. Associates, Ine. ? 

Mr. Roseman, 'T.V. Associates of Indiana, I believe. 

Mr. Passman. What is the amount of that contract ? 

Mr. Roseman. That contract, sir, is financed out of the Asian Eco- 
nomic Development Fund and it covers three countries: Thailand, 
Vietnam and Laos. The amount of the contract is $4,875,000. 

Mr. Passman. That is the old price. Do you not have a new esti- 
mate of 86,835,000 ? 

Mr. Roseman. No, sir, I do not have that estimate. I have 
$4.875,000 and as far as I know that is the only contract we have. 

Mr. Passman. With what company is the contract ‘ 

Mr. Roseman. T.V. Associates of Indiana. 

Mr. Passman. Who are they ! 

Mr. Roseman. A firm of communication engineers in Indiana who 
were selected from among the firms which submitted proposals for 
the design of a regional telecommunication system in southeast Asia, 
covering the three countries of Vietnam, Thailand, and Laos. 

This is a microwave telephone system. 

Mr. Passman. What is the date of the contract 4 

Mr. Roseman. The contract was signed December 17, 1959. 

Mr. Passman. Just what are they to do / 

Mr. Roseman. They are to design and supervise the construction 
of a combined military and civilian communications network. It 
will be a microwave system which will combine the use of both voice 
and code, connecting first of all within Thailand the major cities with 
the capital; and connecting Bangkok with Vientiane and Saigon. 

53909——60—-pt. 2———-33 
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There will be some connections within Laos and connections also at 
points within Vietnam. 


SCRIPPS OCEANOGRAPHIC INSTITUTE CONTRACT 


Mr. Passman. Do you have a contract with the University of 
California / 

Mr. Roseman. I do not believe we have one in Thailand. There 
is the Scripps Oceanographic Institute which is connected with the 
University of California, 

Mr. Passman. Where are they located / 

Mr. Roseman. I believe at Pasedena, Calif. 

Mr. Passman. What isthe amount of that contract ? 

Mr. Roseman. $560,000. 

Mr. Passman. What are they going to do? 

Mr. Roseman. This is a project to deve lop the fishery possibilities 
in the waters off Thailand and Vietnam. This is also financed out 
of the Asian Regional Economic Development Fund. 


PAN AMERICAN AIRWAYS PROJECT 


Mr. Passman. Do you have a contract with the Pan American 
Airways? 

Mr. Roseman. We had a contract with Pan American Airways, 
sir. 

Mr. Passman. For the improvement of the Thai Airways. What 
was the amount of it? 

Mr. Roseman. If my recollection serves me that was about $1.6 
million. That contract was terminated. 

Mr. Passman. What is the total amount of the contracts that you 
now have in Thailand? 

Mr. Roseman. We will have to add that up for you. 

Mr. Passman. Did Pan American ever complete their work? 

Mr. Roseman. Yes. 

Mr. Passman. To the satisfaction of ICA as well as the Thai 
Government / 

Mr. Roseman. The relationship was one in which Pan American 
agreed to provide services and training to the Thai Airways. The 
contract was signed several years ago and was terminated, as I recall, 
about a year ago. The contract was terminated because of differences 
between a new incoming Thai administration in the Ministry of Avia- 
tion and the Pan American people. 

Mr. Passman. We spent $1.6 million to find out what we are doing 
was not satisfactory to the new Thai Government that came in, and 
it was terminated ? 

Mr. Roseman. Put it this way—TI think the new Thai authorities 
who came in, in the view of the Pan American people, were not willing 
to abide by the technical requirements that Pan American felt should 
govern their work. 





tw 


wh 


bg 


Ait 


rea 


ta 
de 
co 
th 
tl 


CC 


O 


» at 


of 


ere 
the 


ties 
out 


hai 


can 
The 
all, 
ces 
r]a- 


ing 
und 


ties 
ing 


uld 


1809 


Mr. Passman. And it was terminated ? 

Mr. Roseman. Terminated. 

Mr. PassmMan. It was not completed. The question would be— 
what did we get for the $1.6 million ? 

Mr. Roseman. Substantial improvement in the Thai Airways. 

Mr. Passman. What kind of improvement did you get 4 

Mr. Roseman. In maintenance and in the operation of the Thai 
Airways. It is now possible for people to ride the Thai Airways with 
real safety. 

Mr. Passman. How many planes do they operate ? 

Mr. Roseman. I do not know offhand. It is quite a large air fleet. 

Mr. Passman. This is technical advice, and no equipment. is 
involved ? 

Mr. Roseman. As far as I recall, no equipment. 

Mr. Passman. We spent $1.6 million with the Pan American Air- 
ways. You did pay the $1.6 million to Pan American Airways as 
consultants to improve their airways 4 

Mr. Roseman. I cannot say there was no equipment. That is a 
contract I do not have with me. 

Mr. PassmMan. It is your understanding? 

Mr. Roseman. Primarily for technical advice and training. 


TV ASSOCIATES CONTRACT 


Mr. Passman. Would the same thing be true on this $6,835,000 con- 
tact you refer to as a lower amount with the TV Associates ? 

Mr. Roseman. No, sir. That is a project where they are actually 
designing and engineering and will supervise the construction of this 
communication system. Both in terms of SEATO and in terms of 
the civilian needs of these countries the improvement of communica- 
tions is extremely important. 


CONTRACTS ON WHICH WASHINGTON REVERSED DECISION OF FIELD OFFICE 


Mr. Passman. How many contracts do you have in effect in Thai- 
land that your people asked to discontinue, but ICA/Washington re- 
versed their decision ? 

Mr. Roseman. As far as I know, only one, the contract between 
Oregon State College and Kasetsart University. 

Mr. Gary. Will the gentleman yield ? 

Mr. Passman. Yes. 


COMMUNICATIONS BETWEEN THAILAND AND VIETNAM 


Mr. Gary. There are practically no telegraph or telephone com- 
munications between Thailand and Vietnam. Is that correct? 

Mr. Roseman. That is right, sir. 

Mr. Gary. And if you want to send a message from Bangkok to 
Saigon it has to go ¢ around through Paris, as well as I recall. 

Mr. Roseman. I think there are no direct telephone or telegraph 
communications between Bangkok and Saigon. 
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Mr. Gary. Members of this Committee were in B: ingkok last year, 
We wanted to go to Laos and we also wanted to go to Saigon. We 
were told we could not go to either place, and I told them T was not 
leaving until I went to Laos. We went to Bangkok largely for the 
purpose of visiting Laos and I told them that I would not leave 
until we had visited Laos. So they put us on a plane carrying sup- 
plies to Laos, but they said it would del: ay our entire schedule to go to 
Saigon. I told them I would like to talk to some persons I had in- 
tended to see in Saigon over the telephone, and they said it was im- 
possible to do so. 

Mr. Roseman. When I was stationed in Phnom Penh I waited for 
planes from Bangkok and Saigon to Phnom Penh for days and days, 
and it took 2 days to get a telegram from Bangkok to P ‘hnom Penh, 
200 miles, | | 

CONTRACT WITH TV ASSOCIATES, INC. 


Mr. Gary. Is this contract. designed to correct. that situation ? 

Mr. Roseman. It will provide rapid communication and I think 
reduce the rates bet ween those countries. 

Mr. Passman. When did you enter into this contract with TV 
Associates ? 

Mr. Roseman. The contract was entered into on December 17, 1959, 
but, prior to that there was a letter of intent that permitted them to 
re weed, 

Mr. Passman. The Inspector General recalls that in prior days we 
have been discussing contracts for which the cost, after they have been 
completed, was three or four or five times the estimated cost. How 
firm is this figure ? 

Mr. Rospman. As firm, sir, as the best engineers we have, and the 
best engineers the military have, can estimate. 

Mr. Passman. You have a contract under which you are supposed 
to get a certain amount of work for a certain number of dollars. Is 
this going to be something like the Thai: and highway, where you 
estimated the cost would be $18 million and it is now $85 million and 
may exceed $100 million ? 

Mr. Roseman. Mr. Chairman, I think you are referring to Vietnam 
and not Thailand. 

Mr. Passman. No, I am referring to Thailand. But on this do 
you have a firm contract ? 

Mr. Roseman. Yes. 

Mr. Passman. To doa certain amount of work for $6,835,000 ? 

Mr. Roseman. Yes. 

Mr. Passman. That starts and completes the contract, and there 
will be no additional money requested ? 

Mr. Roseman. This is a program that will run 3 or 4 years. They 
have surveyed this, but when you are laying out a telecommunication 
network 

Mr. Passman. You donot have a firm bid on that, then ? 

Mr. Roseman. If you will forgive me a moment, I will check on 
that. 
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Mr. Passman. All right. 

You are correct that the highway contract I referred to a moment 
ago Was In Vietnam. We have not gotten into the Thailand highway 
vel. 
~ Mr. Roseman. This isa cost-plus-fixed-fee contract. 

Mr. Passman. I yield to the gentleman from Virginia. 

Mr. Gary. Can you tell us something now about the Oregon State 
College contract with Kasetsart University ¢ 

Mr. Roseman. If you will permit me, Mr. Chairman, I would like 
Mr. White, who is Chief of our Food and Agriculture office, to take 
overonthat. He is more familiar with it than Iam. 

Mr. Passman. While he is coming up to the table, you say this con- 
tract with TV Associates will be a cost-plus contract / 

Mr. Roseman. Yes. 

Mr. Passman. You cannot tell if it will be $4 million or $6 million 
or $10 million ? 

Mr. Roseman. It will be more than that. It will be about $30 mil- 
lion for the complete system. ‘This is the design and e neineering and 


supervision contract and the actual construction and equipment will 
be in addition. 


Mr. PassMan. It is about a $30 million project ¢ 

Mr. Roseman. About a $30 million project, yes. 

Mr. Passman. And it is on a cost-plus-fixe d-fee basis? 

Mr. Roseman. Yes. That is the only way we could get 
neering firm to bid on this contract. 

Mir. Passwan. I do not know about that. 

Mir. Roseman. That is what the engineers tell us. 

Mir. Passman. The contractor cannot lose 4 

Mr. RoseEMAN. The contractor cannot lose but there is no basis on 
which he could estimate lis cost for a lump-sum contract. 

Mr. Passman. If you have had any experience on this, you know 
Whether it is Louisiana, Thailand, or elsewhere, as a usual thing 
the more they can load on a contract of this kind 
ind the like. the more the ‘Vv can Mh ake. 

Mr. Roseman. That depends on how good a job we can do on su- 
pervision, but the contractor’s fee is fixed. 

Mr. Passman. A percentage 

Mr. Roseman. It is not a ee It isa fixed fee. 

Mr. Granr. Such contracts, if it does run substantially more im 
‘ost than origin ally estim: ated, foe Wis end up with a fixed fee that 
is extremely small in terms of the amount of work done. 


Mr. Passman. Something lke the SS800.000 
Vietnam ? 


an engi- 


in bestowing favors 


take-home pay in 


Mr. Granr. I do not know that that was the take-home pay. 
Mr. Passman. You take care of all the expenses / 

Mr. Granr. All the expenses on the job. 

Mr. Passman. Thank vou, Mr. Gary. 
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OreGon StTaTE—KaAsersart UNIversitry ConrTraActr 


Mr. Gary. Can you tell us about this Oregon State-Kasetsart 
contract 4 

Mr. Wuirre. My name is E. D. White. I am Director of the Office 
of Food and Agriculture, ICA, Washington. 

I have some basic information on the Oregon State-Kasetsart. Uni- 
versity contract which I thought might be useful to the committee 
and which you may wish to insert in the record. With your permis- 
sion, I would like to make it available at this time. 

Mr. Gary. Mr. Chairman, I ask unanimous consent that this be 
inserted in the record at this point. 

Mr. Passman. Without objection, it is so ordered. 

(The material follows :) 


GENERAL SUMMARY OF MAJoR PROVISIONS OF CoNTRACT BETWEEN OREGON STATE 
COLLEGE AND KASETSART UNIVERSITY 

Purpose of project 

To strengthen the educational, research, and extension programs of Kasetsart 
University, the only college level institution teaching agriculture in Thailand, 
by improving teaching methods and curricula, agricultural research projects and 
programs, extension and demonstration projects, laboratory and classroom fa- 
cilities, libraries, and the construction and use of teaching aids. 
Date of contract 

September 14, 1954. 


Herpiration date of contract 

June 30, 1960. 
Parties to contract 

Oregon State College and Kasetsart University. 
Funding provided by United States 

S785,000. 


Funding provided by Thailand 

Local currency equivalent of $1,685,000 to meet local currency cost under the 
project to cover such costs as construction of facilities at the university, inter- 
national and local travel of Thai participants, and Oregon State College tech- 
nicians, quarters allowances for Oregon State College technicians, salaries of 
Thai counterparts, and locally available supplies and equipment. 
Overhead rates 

Eleven percent of salaries of Oregon State personnel serving in Thailand. 


Thirty-five percent of salaries of Oregon State personnel performing duties on 
the Oregon State campus who are directly related to the contract operation. 


Thai participants trained at Oregon State 
Fifty-eight. 
Oregon State on-campus employees 


One campus coordinator (half time) 
One secretary (three-quarters time). 
Oregon State technicians in Thailand 
A total of 13 Oregon State College professors on 1 year or longer assignments 
and one on a 6 months’ assignment have provided 23 man-years teaching ad- 
visory service to Kasetsart in the fields of chemistry, physics, agricultural eco 
nomics, forestry, agricultural engineering, home economics, plant pathology, 
agronomy, and soils. 
Three OSC professors are presently on duty at Kasetsart University : 
Dr. R. W. Henderson, chief of party. 
Dr. Robert E. Fore, agronomist. 
Dr. M. D. Dawson, soil scientist. 
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The Oregon State professors who have served under the contract, their start- 
ing salary under the contract, the salary received prior to contract employment, 
and their previous employment is shown in the table following. During their 
service under the contract they received normal merit and promotion increases 
in accordance with the customary salary practice of Oregon State: 


Technician Salary Previous | Previous employment 
| earnings! | 


Ira S. Allison. -_.- $11, 000 $12, 458 | Professor, geology, OSC 
Albert V. Logan 9, O84 | 7,890 | Associate professor, chemistry, OSC 
G. E. Korzan 8, 625 6.900 | Associate professor, department of economics, 
OSC. 
Elmore Yoder_.-.. ; », 600 5, 720 Associate professor, engineering, OSC 
D Bolinger , 437 5, 950 Assoc late professor, physics, OSC 
iodfrey Hoerner 8, 200 . 561 Professor, plant pathology, OSC 
Margaret L. Fincke 2935 2858 | Professor, home economics, OSC. 
| hs x OGer..<.. 7, 320 ,900 | Associate professor, forest management, OSC 
s Kolshorn. 7,710 , 168 | Extension nutrition specialist, OS¢ 
Easton... -. , 566 .576 | Professor, business administration, OSC 
Reese : , 209 7,140 | Assistant professor of chemistry, OSC 
Dawson. ; . 200 , 024 Associate professor, soils, Os¢ 
rt E. Fore 9, 559 9,558 | Professor and agronomist, OSC 
{. W. Henderson eg 12, 300 12,300 | Assistant director, Oregon A 
ment Station, OSC 


icludes conversion of salary to annual basis where appropriate, plus outside ea 
r month. 
U.S. dollar budget, through Apr. 14, 1960 
BODO OMe oon 
Travel and transportation 
Other direct costs *_- 


Total personnel costs_- 
Overhead_ 
Equipment 
Participants_ 


Total U.S. dollar budget__ 


?Includes oversea differential. 

* Includes 
Retirement (5.37 pereent of salaries). 
Workmen’s compensation (0.23 percent of salaries). 
Group insurance ($125 per year per staff member) 
Miscellaneous out-of-pocket expenses. 


SOME ACCOMPLISHMENTS UNDER THE OREGON STATE COLLEGE-KASETSART UNIVERSITY 
CONTRACT 


Some of the major accomplishments resulting to date from the Oregon State 
College’s assistance to Kasetsart University include 

l. Training 58 Kasetsart University professors in the United States, most of 
whom have now finished their training and are presently employed in their home 
institution. The expressed need of the university is for SO professors with such 
training. 

2. The student enrollment more than doubled during the first 5 years of the 
contract, having increased from 508 students in 1958-54 to 1.265 students in 
1958-59. The enrollment of freshmen students now exceeds 400 and applica 
ions for enrollment exceed 2,000. The graduating class this year will total at 
least 130 students that have finished college training in such subjects as veteri 
lary medicine, home economics, irrigation engineering, forestry, fisheries, agri- 
cultural economics and related sciences. 

3. Revised curriculums have been completed for the College of Agriculture, 
Engineering, Forestry, and Cooperative Sciences. Under the new curriculums 
fhai students are receiving training that develops the capabilities needed to 
meet the requirements for trained agricultural personnel in the Thailand agri- 
cultural development program. 

t. Classrooms have been constructed, laboratories have been equipped for 
efficient use, and the establishment of adequate libraries is now underway. 
Classroom work has been effectively supplemented by supervised work in labora- 
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tories and a new concept of the practical use of libraries acquired through the 
new practice of required readings has been instituted. 

5. Existing structures have been improved and new buildings have been 
planned and constructed. This has made it possible to have better arrange. 
ments for class schedules which has resulted in increased efficiency of the teach- 
ing staff as well as greater use of the laboratories and libraries. 

6. A coordination not heretofore existing has been achieved by organized fune- 
tional divisions in instruction, research, extension, and student welfare. Thus, 
un improved concept of college administration has been achieved. 

Mr. Wuirr. As the name in the Thai language implies, Kasetsart is 
an agricultural university. The general re cacmaibiley for the admin- 
istration of this project in Washington is the responsibility of the 
Office of Food and Agriculture. The project director is a member of 
my staff. 

Kasetsart University is a relatively new institution: construction 
of the plant only started in 1943 durimg the war. Progress was rather 

slow during the war vears, and during the vears aren ately follow- 
ine. But the Government of Thailand showed a great interest in, and 
a determination to develop, the new institution, t the first of its kind in 
thisnation of 22 million people. 

In 1954 our Government supported a contract which we hoped 
would help get this new agricultural university established and ope- 
rating on sound principles for teaching, research and extension. It 
would not only be highly useful to Thailand, but also beneficial to 
some of the other small nations in southeast Asia that do not have 
higher institutions for agricultural training and deve ‘lopme nt. 

While there has been more than the usual difficulties in operating 
this contract in the field, none have been of the magnitude that pro- 
hibited real progress. Considering the many problems that new uni- 
versities must face it is indeed a significant accomplishment that this 
university has been able to orow to the extent it has in the short span 
of its life. The spring graduating class last week totaled over 130 
well-trained young peop yle. Ap plic ations for entrance to the fresh- 
man class is well over 2,000, about 5 times as many as the new uni- 
versity can accommodate. Furthermore, 58 That professors have 
been or are being trained in the United States. 

The operating difficulties that I have just referred to perhaps stem 
from two basic positions. (1) ()regon State ¢ ‘ollege, considering that 
the contract is between Oregon State College and Kasetsart University 
and consider ing the high degree of vwutonomy that land-grant colleges 
are accustomed to in this country, it is only natural to expect. Oregon 
State College to plan its contract operation with considerable sc 
and self-dete ‘rmination: (2) on the other hand, the USOM in Bang- 
kok has the responsibility for carrying out the U.S. tan policy 
objective as it relates to Thail: ad agriculture and, having reached an 
agreement with the Thai Government that aid and assistance to 
Kasetsart University is desirable and being familiar with the agri- 
cultural development program in Thailand, and furthermore, being 
interested in getting maximum benefits from all U.S. funds expe nded, 
it is only natural to e xpect the USOM to express views and opinions 
and desire to participate in decisions regarding the content of the 
teaching curriculum, character of research work undertaken, kind and 
number of American professors proposed by Oregon State College, 
and related problems. 
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These two basic positions, each justifiable from its own viewpoint, 
have no doubt been the underlying causes for such operating frictions 
as has developed. However, these two positions are by no means 
incompatible and, as I have already said, have not been of the magni- 
tude to prevent real progress. It only requires a degree of patience, 
forbearance, and understanding to resolve, and this usually comes 
from experiences based upon a desire to cooperate. 


LENGTH OF CONTRACT 


Mr. Gary. That contract was entered into on September 14, 19544 

Mr. Wurre. Yes, sir. 

Mr. Gary. And expires on June 30, 1960 / 

Mr. Wurre. That is the current date for it to expire; yes, sir. 

Mr. Gary. Has there been any extension of it / 

Mr. Wire. There has been no extension of this date. The previous 
date for expiration was on April 14, 1960. It has been extended to 
June 30, 1960. 

SERVICES PERFORMED 


Mr. Gary. Just what services were performed under this contract ? 

Mr. Wuire. The first was to strengthen the teaching staff at Kaset- 
sart University, this new institution. That was approached by the 
training at Oregon State College of Thai professors and as I have 
just sti ated, 58 of those professors have been trained. 

Mr. Gary. At Oregon State College? 

Mr. Wuire. Yes, sir. 

Mr. Gary. Were they trained at the same rate as other students 
at the institution ? 

Mr. Wuire. You mean at the same cost / 

Mr. Gary. Yes. 

Mr. Wurire. I do not know what the cost is for the other students 
trained at Oregon State College, but I have here the total cost of 
ae to di ate th: aut ie ger on the fourth page of this statement of 

That would be slightly less 
Ben ahs cae - 

Mr. Gary. $4,000 for each one ? 

Mr. Wire. Yes, including the cost from Bangkok to Oregon State. 

Mr. Grant. This includes maintenance but as I understand it ex 
cludes transportation. It includes the maintenance and room and 
board. 

Mr. Wuirre. The dollar cost, put it that way. 


PAYMENT TO UNIVERSITY OF OREGON 


Mr. Gary. What payment did the contract provide to the Univer- 
sity ot Oregon / 

Mr. Wurre. The payment to the university is set out in the over 
head rates mentioned on page 2, and the tot: al amount is set. forth on 
page 4. The overhead cost of this contract from its inception until 
the latest date for which we have information available was $39,000 
over a period of about 514 years. That would be 36,000 or 37,000 per 
year. 

Mr. Gary. $6,000 or $7,000 a year for what / 
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Mr. Wuiver. For the overhead cost paid to Oregon State for sup 
porting the contract on the field with Oregon State pe rsonnel at 
Oregon State helping the Oregon State people at Kasetsart, and for 
such other overhead cost as representing the fair share of this contract 
as related to the total cost at Oregon State based upon an audit of 
Oregon State’s accounts. 

Mr. Gary. Was this a fixed fee contract or on what basis was the 
contract originally entered into ? 

Mr. Wurre. This would not be a fixed fee in one sense of the word. 
It was a cost to the university based upon what is found by actual 
audit ; that is, the actual cost of Oregon State personnel who are work- 
ing for the time they are working in supporting the Oregon State 
people i in Bangkok plus the fair share of the facilities cost to Oregon 
State of the people working on Kasetsart duties. 

Mr. Gary. How is the total amount paid to Oregon State College 
determined ? 

Mr. Wuire. The total amount? 

Mr, Gary. Yes. 

Mr. Wuire. The total amount is determined at 11 percent of the 
salaries of Oregon State personnel serving in Thailand and 35 percent 
of the Oregon State personnel performing duties on the Oregon State 
campus related to the operation. There were two on the Oregon 
State campus performing such duties. The 11 percent and 35 percent 
generates the funds used to meet the actual expenses as determined 
on audit, which cost is set forth here as $39,010 for the period since 
1954. 

Mr. Gary. The U.S. Government paid Oregon State 11 percent of 
the salaries of those serving in Thailand. Who paid the balance of it! 

Mr. Mureny. First, Mr. Gary, the Government contracted to pay 
the salaries of the people who were sent to Thailand, and they said to 
Oregon State: 

In consideration of the services you will perform, we will give you overhead 
of 11 percent of those salaries in addition to the salaries for your cost plus 
35 percent of the cost of the two people on campus. 

The two figures added together produced the figure of $39,010 over a 
5-year period. There is no fee in it and no peo in it. We pay the 
direct salaries. If you will notice on page 4, $325,000 is salaries. 

Mr. Gary. The Government paid those salar ies! 

Mr. Murrny. Yes. 

Mr. Gary. Did the Government pay them direct to the people? 

Mr. Murpeny. They reimbursed Oregon State and then they com- 
puted 11 percent of those salaries to give to Oregon State for its over- 
head costs. In addition, they reimbursed ( Yregon State for two people 
on campus, one for one-half time and one for three-quarters a 
and they took 35 percent of those costs. The sum of the two, the 1 
percent and the 35 percent, produced $39,010 for a 5-year period. 

Mr. Passman. How do you make the statement there is no profit 
involved? Did you audit the books of Oregon State and determine 
they made no profit ? 

Mr. Murpny. Yes. When a contract is made, if an audit has not 
already been made, the contract stipulates the overhead cost is con- 
tingent upon an audit. 
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Mr. Passman. When you make a flat statement that no profit is in- 
volved, I think it is difficult to show that no profit is actually involved. 
We dealt with a so-called nonprofit organization in Washington that 
was incredible, 

Thank you, Mr. Gary. 


OVERHEAD 


Mr. Gary. $39,000 is the overhead and that is for the entire length 
of the contract / 

Mr. Wire. That is correct, through April 14, 1960. It began Sep- 
tember 14, 1954. 

Mr. Gary. That is 6 years. In other words, that is a little over 
$6,000 a year 4 

Mr. Wurre. As I stated a while ago, between $6,000 and $7,000. 


EQUIPMENT 


Mr, Gary. Equipment is $82,000. Of what does that consist ? 

Mr. Wuire. Equipment is essentially laboratory equipment, scien- 
tific equipment necessary for laboratory and « ‘lassroom use. We do 
not have here a list of the equipment that has been purchased under 
this contract. 

PARTICIPANTS 


Mr. Gary. Participants, $222,631. What is that / 

Mr. Wuire. That is the amount of cost that has been incurred 
through Apr il 13 during the life of this contract for 58 Thai partici- 
pants, University of Kasetsart professors sent to Oregon State for 
training. 

Mr. Gary. And what length courses did those 58 participants take 

Mr. Wurre. We do not have that information available here. It 
would depend on how much education they had had before, what 
was determined to be the desirable length of training for them, and 
what would be their duties at the university when they returned. It 
would vary between the various participants trained, but it would be 
adequate, in the opinion of Kasetsart University officials and Oregon 
State College officials, to enable them to perform their duties. 

Mr. Murreuy. This works out less than $4,000 per participant. 

Mr. Gary. Apparently it is less than the Johns Hopkins contract. 

Mr. Murpny. And the reason it is less, the Thai Government is 
paying all their international travel from Thailand to Oregon and 
back. This removes a substantial item in participant cost. 


PROFESSOR SENT TO THAILAND 


Mr. Gary. Who were the parties sent over there ¢ 

Mr. Wuire. There have been 13 Oregon State professors sent over 
for a period of 1 year or more, and 1 person for a 6-month assignment. 
A list of the professors appears on page 3, and their previous employ- 
ment at Oregon State is indicated together with their base salary. 

The total per lod during the life of this contract for these 14 persons 
amounts to 22 or 25 man-years. 


Mr. Gary. Do you know anything about the qualifications of these 
men / 
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Mr. Wurrr. Each time the Oregon State College has proposed to 
send professors to Thailand, my office, my ee have consulted 
with Oregon State and the USOM personnel in Bangkok have also 
discussed with them not only the qualific ations of the professors but 
what they were going out there to do, the subject matter the *y would 
handle, and how well it fitted in to achieving the objective of the 
university. 

Mr. Gary. Very frankly, members of this committee were in Bang- 
kok, as you know, this past fall, and we received information that 
they did not send the highest ¢ aliber men over there. 

Mr. Wurre. This, I think, might bean opinion. ‘The titles of these 
men and the positions they hel lat Oregon State would seem to indi- 
cate that they are at least full average professors at Oregon State. 

At one time I was in Bangkok in 1956 and [met with Mr. Tra Ath- 
son, who was team leader at that time, and other professors, and I was 
favorably impressed with their capabilities. 

Mr. Gry. Mr. Allison : ipparently went there for less salary than 
he was getting at Oregon State. 

Mr. Wurm Based on an annualized salary, that is what it shows 
here. I believe he was working for less than 12 months at Oregon 
State and when his salary was put on a 12-month basis it would be 
$12,458, but the $11,000 he accepted for 12 months’ work in Thailand 
I believe was slightly more than he was getting for 9 or 10 months 
at Oregon State, as I recall. 

Mr. Ruopes. Will the gentleman yield / 

Do you mean this figure of $12,458 is an annualized figure and not 
the money he actually received ¢ 

Mr. Wutrr. At Oregon State / 

Mr. Ruropes. I am talking about the figure on page 3. 

Mr. Gary. All of them are. The note at the bottom of the page 
says “Includes conversion of salary to annual basis where appropriate, 
plus outside earnings.” 

Mr. Ruopes. I notice for Margaret L. Fincke you have a monthly 
figure whereas the rest are annual figures. Why is that / 

Mr. Wuirr. The only three people, 1 believe, shown here whose 
salary was annualized were Ira S. Allison, E. E. Easton, and H. D. 
Reese. 

Mr. Gary. And the previous annual earnings were the amounts 
shown in that column / 

Mr. Wire. That is right. 

Mr. Gary. Why is Margaret L. Fincke on a monthly basis / 

Mr. Wurrr. She spent only 6 months on duty in B: unekok. She was 
not sent out as the others were. mostly for 2-vear terms, and IT believe 
it is for that reason that she is shown on a monthly basis, a short-term 
employee. 

Mr. Gary. Practically all these people were employed by Oregon 
State and they were sent out from the university / 

Mr. Wuirr. That is correct. 

Mr. Gary. And there is not a wide variation between the amount 
they were supposed to have received at Oregon State and the amount 


they were paid in Thailand? 
Mr. Wrure. That is correct. 
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COST PER TECHNICIAN MAN-YEAR 


Mr. Gary. What is the exact cost per man-yvear including over- 
head ¢ 

Mr. Grant. Sir, it comes out to $18,648 if all overhead is attrib- 
uted to the technicians. 

Mr. Gary. That is an average of how much 4 

Mr. Granr. It is an average of $15,648 per technican man-year at- 
tributing all overhead to the technicians. 


AVERAGE COST PER PARTICIPANT 


Mr. Gary. And what is the average for the particip: ints ¢ 

Mr. Granv. The average for the participants is $3,838 per par- 
ticipant. 

Mr. Gary. But that does not include their transportation / 

Mr. Grant. That is right; it does not include the international 
transportation. 

Mr. Gary. Will you provide for the record the average length of 
time of the participants at the university ¢ 

Mr. Gran. We can provide that for the record, sir. 

(The information follows :) 


KASETSART PARTICIPANTS 


The average period of study at Oregon State College by participants from 
Kasetsart University of Thailand has been 15 months. 


COMPARISON OF COSTS WITH GALI CONTRACT IN IRAN 


Mr. Gary. How do these costs compare or contrast with those 
wider the Governmental Affairs Institute contract in Lran ¢ 

Mr. Grant. Sir, | believe you were out of the room yesterday when 
it was stated the GAT Tran contract costs came to $28,200 per man- 
year if the contract there were to terminate as now scheduled on 
August 31,1960. Tlowever, if the contract is extended as the Govern- 
ment of Iran and our mission have requested, it would come to an 
average of $26,000 per man-year for the GAI contract including all 
overhead. 

Mr. Gary. Why isthe GAT average higher / 

Mr. Granr. Well, sir, there are a number of reasons here. One 
reason is that under the Oregon State contract the Thai Government 
picked up the international travel both ways, whereas in Iran the 
U.S. Government was committed to paying the travel and tri insporta- 
tion of household effects both ways. That is one reason the GAIT 
contract was higher. 

Secondly, there was a higher professional level of personnel em- 

ployed, as evidenced by the prior salaries paid these people before 
they came to work unde ‘r these contracts. 

And thirdly, there was a more extensive overhead in the GAT 
contract since there was a provision for a senior committee which 
included three of the oustanding men in public administration in the 
United States to go out there on occasion, and the costs of this three- 
nan team going out there and back on occasions are included in the 
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overhead, raising the cost of the overhead. We did not have that 
overhead in the Oregon State contract. 


COMPARATIVE TECHNICIAN COSTS 


Mr. Gary. What is the average technician cost for all of your 
contracts? They do vary, apparently. 

Mr. Grant. Yes, they vary substantially, as we have just seen in 
comparing these two contracts. 

The average budgeted cost comes out to some $20,000 per technician 
inan-year under contract if overhead is included in this charge. 

Mr. Gary. How do contract technician costs compare with those 
for U.S. employed technicians ? 

Mr. Grant. Sir, on page 20 of the worldwide summary we give the 
total number of technicians and their total yearly cost, and the bud- 
weted average cost to the United States of directly employed tech- 
nicians is Just under $18,000 per man-vear. However, this cannot 
be compared directly with the $20,000 I gave you for the average con- 
tract technician man-year, because in the case of the contract tech- 
nician that includes overhead, whereas in the case of our direct hire 
technicians abroad your overhead is manifested by the payroll clerks 
that make the payrolls and similar charges that are funded in our ad- 
ministrative expense appropriation. So it is difficult to get an exact 
comparison, but it would be somewhere between $18,000 ‘and $20,000 
onacomparative cost. The difference is not great between the average 
direct hire technician and the average contract technician performing 
the same service. 

DIFFICULTIES IN CONTRACT 


Mr. Gary. You referred to some difficulties in this contract. Mr. 
White. What were those difficulties ? 

Mr. Wurre. For the most part they were difficulties growing out of 
negotiations for the kind of professors, the duties that they would 
perform, the subject matters they would teach, the courses of study 
in the curriculum that would properly train the Thai professors for 
the purposes envisioned, the kind of things you encounter in trying 
to reach an agreement between two parties in the necessary functions 
of their business. 

Mr. Gary. Was that between Oregon State and the mission or be- 
tween Oregon State and the University of Kasetsart ? 

Mr. Wuirre. I was referring principally to between Oregon State 
and the mission, but there was the same ind of discussions and the 
same kind of problems to be reconciled between Oregon State and 
Kasetsart University. My own feeling is that the two colleges felt a 
little closer to each other th: an the U.S. Government sitting ¢ on the side, 
but keeping a hand on the contract to ho sure it was accomplishing the 
objective envisioned. 

OF CONTRACT 


EXTENSION 














Mr. Gary. This contract expires on June 30. Is it planned to extend 
the contract beyond that ? 

Mr. Wuire. We are uncertain at this moment about the extension 
of the contract. although we believe a 90 day extension would be de- 


sirable at this time for the reason if the contract is terminated as has 
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been set out, it would allow for the orderly evacuation of the Oregon 
State personnel. 

It was thought some months ago it would be necessary to terminate 
the contract notwithstanding the contract had not yet achieved its 
objective. Part of the reason for believing a few months ago the con- 
tract might need to be terminated was based on these conditions: 
The Government of Thailand was prepared to shift the university 
from under the supervision of the Ministry of Agriculture to some 
other ministry in the Thai Government. The rector of the university 
felt he might not be retained as rector and he was not prepared to go 
forth with the draft contract proposed and, in fact, under nego- 
tiation in Bangkok at that time to see if it was agreeable and 
acceptable. 

As the months wore on it became clear some decision would have to 
be reached because the Oregon State people would have to make 
arrangements to go back to their campus and to a position with their 
institution, Under this situation, failing and unable to get an agree- 
ment by the rector of the university, the misison felt the contract 
should be terminated and it looked as if they were going to terminate 
the contract. But about the first of the year or shortly thereafter 
the mission director was in Washington and we sat down and talked 
over the unfortunate situation the contract found itself in, that is, 
feeling a need for its continuance, being unable to go forward, and 
the necessity of reaching some conc ‘lusion so that Oregon State would 
know where they stood in regard to their personnel. 

At about that time it became clear to us that the university was 
to be shifted to the Ministry of Education and that the rector would be 
continued in his position and was therefore able to take a position on 
the contract. But before deciding whether to continue with the con- 
tract or not, we agreed jointly that it would be desirable to send out 
two or three people who could appr aise the need for a college educa- 
tion, we further development of the university, and the ability of the 
Thai Government to support it, and the need for U.S. help. 

That survey team went out and we are vo . a report from them 
before reaching a final determination. I discussed it a short while 
ago with the Oregon State College and they felt it would be desirable 
to extend the contract for another 90 d: ays and await the re port of the 
survey team to determine what we should do. 


OPINION OF MISSION 


Mr. Gary. What was the opinion of the mission ? 

Mr. Wurrer. The mission chief was in Washington and we arrived 
at the conclusion the survey team should be sent there. 

Mr. Gary. Previously you said they had advised against an exten- 
SION, 

Mr. Wrirr. They had indicated they were going to have to termi- 

ite the contract. In November or Dec ember they warned us of this 
eventu: lity that they felt compelled to take some action, along with 

e Government of Thailand, and at the same time the ‘vy knew they had 


‘ ‘aed for a contract and they had a draft contract which they had 
been trying to negotiate. 
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THAILAND GOVERNMENT DESIRES 


Mr. Gary. How does Thailand feel about it / 

Mr. Wurre. It is our understanding that the Government of Thai- 
land is favorable to the continuation of the contract. I understand 
the Prime Minister has indicated he wants the contract to continue, 
and the rector of the university has said he needs this support longer, 
and the Minister of Agriculture did too. 


TOTAL TECHNICAL SERVICE CONTRACTS 


Mr. Gary. How many of these contracts do you have / 

Mr. Wurre. Of the agricultural kind like this one, there are 29 
contracts, I believe. 

Mr. Passman. There are 676 contracts with 104 universities and 
colleges in 34 States and the District. of Columbia. 

Mr. Grant. Sir, overseas involving American universities working 
overseas I believe there is a total of 104 such contracts. 

Mr. Passman. You have contracts in 30 States; do you not é 

Mr. Grant. Thirty States and the District of Columbia. 

Mr. Passman. And you have a total of 676 contracts. That is 
your figure. 

Mr. Roseman. That includes contracts for sending one person to 
«i university in this country. 

Mr. Gary. How many do you have similar to this one? 

Mr. Roseman. 104 throughout the world similar to this in all fields. 

Mr. Wuite. In agriculture we have about. 29 involving 22 or 23 
State institutions, 

Mr. Gary. How many different countries do those 104 contracts 
contracts represent ¢ 

Mr. Roseman. Twenty-four countries, sir. 

Mr. Gary. And how many foreign colleges / 

Mr. Grant. We do not have the figure here, sir. For example, 1 
India where we have—is it three or five ? 

Wr. Wurre. Five. 

Mr. Grant. Five in the field of agriculture that are helping all the 
universities in India that have agricultural programs. They have 
divided India into five parts and each American university is respon- 
sible for assisting the schools in their geographical area 

Mr. Passman. Technical service contracts in oper ation as of March 
31, 1960, 676 contracts for a total cost of $347,626.690 broken down 
as follows: 

Industrial and technical contracts, 104, at a cost of $38,920,618. 

Capital contracts, 65, at a cost of $189,727,584. 

University contracts, 183, value of $101,206,215. 

Nonprofit institution contracts, 324, value of $17,772,373. 

Ts that correct ? 

Mr. Roseman. IT would assume so. 

Mr. Passman. Those are your own figures. 

Mr. Grant. May I ask our contract officer to come in? 

Mr. Passman. Those are your own figures. 

Mr. Grant. This includes a series of projects in your 324 with non- 
profit institutions. 
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AVERAGE COST OF GOVERNMENTAL AFFAIRS INSTITUTE CONTRACI 


Mr. Passman. Similar to this Governmental Affairs Institute / 
That is a nonprofit institution, and the cost is $30,900 for each person. 

Mr. Grant. How much, sir? 

Mr. PassmMan. $30,900. 

Mr. Grant. No, sir. On the Governmental Affairs Institute the 
figures projected if the contract is extended—— 

Mr. Passman. I am talking about the old contract. 

Mr. Grant. Under the old contract, sir, if it was terminated on 
August 31 the average cost including overhead would be $28,200. 

Mr. Passman. You gave us a figure of $30,900. If you have made 
adjustments since then, all right. 

Mr. Grant. In a discussion between Mr. Natcher and myself, I be- 
lieve yesterday, it was stated if the contract terminates on August 31, 
1960, there will be a balance of $77,000 in the contract. That is an 
average cost including overhead of $28,200 per man. 

Mr. Passman. And you are doing your best. not to let that go by. 
You are trying to get that and some more to go with it, to extend 
the contract. 


INCLUSION OF LOCAL CURRENCIES IN TOTAL COSTS OF CONTRACTS 


Mr. Ruopes. Mr. Chairman, before we leave this contract in Iran, 
we keep forgetting one thing. There are about 200,000 rials in that 
contract too, and in figuring the amount per man we should take that 
into consideration. 

Mr. Passman. That is correct. 

Mr. Grant. The figure I was giving you was the cost to the U.S. 
Government. 

Mr. Passman. In dollars. 

Mr. Grant. The rials are paid out of the Plan Organization funds. 

Mr. Ruopes. But in figuring the contract costs you should take that 
into consideration also. 

Mr. Grant. This is true of all our contracts, sir. 

Mr. Gary. You were giving me some information with reference 
to the overall picture. You said you were in 24 countries, I believe. 
and how many universities abroad ¢ 

Mr. Granr. There are 104 contracts with American universities 
serving abroad under the TC program of a general type. 

Mr. Gary. How many universities abroad are they serving? 

Mr. Gran. Sir, we do not have the exact figure here. It would be 
considerably more than the number of our contracts because in a fair 
number of cases the American university serving abroad is servicing 
more than one foreign university at the same time. 


MEDICAL PROGRAM IN INDIA 


Mr. Gary. In India you have a medical group there. What is that 
setup ¢ 

Mr. Granr. We have direct hire technicians there in the field 
public health. I do not know of any university contract in India 
the field of medical education. 
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Mr. Gary. I was not talking about the university. While in Delhi 
I met the former director of public health of the city of Richmond. 
Ile was working with some Indian medical - 

Mr. Grant. India Institute of Public Health ? 

Mr. Gary. I don’t know which one it. was. They are training doc- 
tors, as | understand it, to go out and train other doctors. 

Mr. Grant. I believe what you refer to, sir, is that the Indians 
have set up a medical institute outside of New Delhi which is designed 
to be the highest quality central medical institute in India. This will 
be a prime place for training professors and research staffs for re- 
search institutes all over India. This would appear to be the place 
to which you refer. 

Mr. Gary. This isin New Delhi. 

Mr. Grant. Yes. My understanding is that this is in New Delhi or 
its environs. 

Mr. Gary. What program does that come under? 

Mr. Grant. That would come under the technical cooperation pro- 
gram in India. It would presumably come under the medical educa- 
tion project in India for technical cooperation. 


OREGON STATE COLLEGE CONTRACT 


Mr. Gary. When do you expect a report from this survey team 
which has gone to Thailand to sur vey the Oregon State College con- 
tract ¢ 

Mr. Wurrr. Within 2 or 3 weeks. They have finished their work 
out there now and have their report to prepare. We are hopeful we 
will get it in 2 or 3 weeks. 

Mr. Gary. Do you feel that Thailand has gotten value received for 
this money we have put into this project ? 

Mr. Wurire. I think it has been a very good contract notwithstand- 
ing the operating problems that we sometimes get quite impressed 
with. It is a new university. It is struggling. The fact that it 
has 2,000 students wanting to enroll and that it is graduating 130 to 
140 a year now seems to us to be quite rapid progress in the 6 years 
we have been associated with the unive rsity. 

Mr. Gary. The information we have is that it has not been a very 
successful project. Certainly I, for one, with the information I have, 
would recommend that you consider the matter very, very seriously 
before renewing the contract and extending it any further. 

Mr. Wuire. We have on our survey team Dean V. W. Colvard, of 
the school of agriculture, North Carolina State, and Dr. P. V. Cardon, 
former Director of the FAO, and dean of the graduate school of the 
Department of Agriculture. We picked such men so we could rely 
on their recommendations subsequently. 

Mr. Passman. Asa usual thing do you rely upon your mission heads 
in these nations on projects ? 

Mr. Roseman. If I may speak to that, 

Mr. Passman. I would as soon speak to this gentleman at this par- 
ticular time, if J may. 

What is your answer to that? 

Mr. Wuirr. We have an agricultural division in the field. The 
chief of the party and a staff under him is included, and he reports to 
his mission chief, as you may know. 
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We are guided and influenced by the kinds of recommendations 
they make, but we reserve here 

Mr. Passman. In Washington / 

Mr. Wuire. Yes. 

Mr. Passman. To override the recommendations of the mission in 
the field # 

Mr. Wrire. When it is clear to us that this is in the best interest 
of the program to do so. 

Mr. Passman. You have to have some reason, but you do reserve 
the right to reverse the recommendations of the missions out in the 
tield ? 

Mr. Wurrr. There are times when we do. 

Mr. Passman. You reserve that right. That is the question I ask. 

Mr. Wurre. That is correct. 

Mr. Passman. Is the Oregon State College contract. classified ? 

Mr. Wuitrr. Classified information 4 

Mr. Passman. Yes. 

Mr. Wuire. I don’t think so. 

Mr. Passman. It is not confidential or secret ? 

Mr. Wuirr. No, sir; nothing that I know about it is. 

Mr. Passwan. Then, as there is some doubt as to the value of the 
contract to the United States, would you supply to the committee 
tomorrow morning the following documents: 

One, USOM Thailand audit reports 51 and 51—A. 

A full report on the correspondence between the USOM Thailand 
and ICA Washington on the contract. If they are not classified may 
we see that file? 





EXTENSION OF CONTRACT 


Is it not true that you have made a commitment already, a partial 
ommitment, to extend this contract through September 30? 

Mr. Wurrr. There is no commitment at the present time to extend 
the contract but we have, after talking with Oregon State, suggested 
the desirability of extending the contract. The mission indie: ated they 
thought it would be desirable but we have taken no action because we 
do not have a firm answer. 

Mr. Passman. But in effect, this contract has a partial commitment 
to be extended through September 30 of this year ? 

Mr. Wurre. I would not regard it a parti: al commitment. I would 
regard it a suggestion as to desirability. We would have to await 
the reaction of the Government of Thailand. 

Mr. Passman. You have already anticipated that this recommend- 
ation will be to continue it? Would we not gather from the answers 
that you are highly in favor of it yourself, and that you anticipate 
there will be a recommendation that the contract be extended 2 

Mr. Wire. It is not correct, sir, to say we are highly in favor of 
ourselves. That is why we employed the two people to go out to 
vive us a report, 

We will be guided by that report. 

Mr. Passman. Does that not indicate some doubt on your part, 
that you will not accept your Own mission’s recommendations’ You 


lave to send a valuation team out at an additional expense to get their 
eport ¢ 
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Mr. Wurre. I testified a moment ago that the mission chief was in 
here in early January at a time we were discussing this contract. 
He thought, and we thought, it was desirable to take this step because 
up to recently they thought they were negotiating successfully on 
extending the contract. 

Mr. Passman. I might say to you, Mr. White, and this is not. per- 
sonal, if I know anything about the way ICA operates it is about the 
only thing he could do, recommend it, if that is what you people 
wi anted here. 


ALLOWANCES AND BENEFITS IN ADDITION TO SALARY 


In addition to the salaries, you also have quarters allowances for 
the Oregon State College tec hnicians out there; do you not 4 

Mr. Wuirr. Yes, sir. 

Mr. Passman. That also could be included as an addition to their 
salary’ I would not think that the Oregon State College provided 
living quarters for these professors. 

Mr. Wrirre. That is correct. 

Mr. Passman. Sothey get living quarters / 

Mr. Wurrr. Yes, sir. 

Mr. Passman. That should be considered as a salary, also; should 
it not ¢ 

Mr. Wire. We have shown the U.S. dollar budget. 

Mr. Passman. Is that included in the salary / 

Mr. Wire. Their quarters 

Mr. Passaan. Let us take Mr. Allison, salary, $11,000; previous 
earnings, $12,450. This $11,000 salary includes the housing 
allowance / 

Mr. Wurrr. No, sir. 

Mr. Passman. That is in addition thereto? 

Mr. Wurre. That is correct. 

Mr. PassmMan. ~ if you added that on, according to the rent he 
paid in Oregon, in all probability that within itself would indicate 
a salary saan, se not as you have indicated on the chart that 
the man has taken a reduction 4 

Mr. Grant. That isstandard practice. 

Mr. Passman. It may be. You show here that a man who took a 
reduction of $1,458 per year actually was increased. If you took into 
consideration the living quarters, even on the same basis he would pay 
in Oregon, that in itself would establish it is an increase; would it not? 

Mr. Wurre. If I may call your attention 

Mr. Passman. Am I correct or not ? 

Mr. Wuire. Yes. 

Mr. Passman. It would be a salary increase, then, and not a de- 
crease as the chart indicates, if you take those things into account? 

Mr. Wuire. I would like to call attention to a statement at the 
bottom of the first page showing that the quarters allowances are ad- 
ditional to the dollar cost and that they are paid in local currency. 

It was intended to show that the dollar cost is in a amount shown 
of $785,000 as funded, and the accounting of that dollar cost. is shown 
on page 4, and the allowances for quarters and other costs are set out 
inthe last paragraph and it would be in addition to it. 
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Mr. Passman. Then what do you think this man’s salary is, Mr. 
Ira S. Allison in Bangkok? You are paying him $11,000 cash. What 
is the value of the other benefits if he were back in Oregon’ What 
rent would he pay per month approximately 4 

Ife saves that, does he not ? 

Mr. Wutre. That is correct. 

Mr. Passman. Is there any way we can establish how much of a 
salary Increase you are giving this gentleman out there / 

Mr. Wurre. How much his quarters allowance is? 

Mr. Passman. If you add all the fringe benefits, then what would 
be the amount of his salary / 

Mr. Writre. It is shown here that his salary is $11,000. 

Mir. Passman. That is right. 

Mr. Wire. In addition to that there would be the salary diiferen- 
tial for the oversea post. 

Ixeuse me, the $11,000 includes the oversea ditferences, I believe. 

Mr. Passman. I am taking the one guide. We are not quarreling 
to hear ourselves talk. 

A. person picking up this chart might believe patriotism alone 
prompted him to go there. If you included all the plus items I will 
vager he isaSl5000 man. Yesor no? 

Mr. Wuirr. I was just stating, Mr. Chairman, that the 811,000 1s 
his base pay. 

Mr. Passman. Take everything else and add to it. 

Mr. Wurrr. The differential for the post is 15 percent, sir. 

Mir. Murprry. $1,650. 

Mr. Wire. His quarters allowance, whatever that would amount 
to, the Government of Thailand built homes for them out there. 

Mr. Passman. They paid no rent ¢ 

Mir. Wutrr. That is right. 

Mr. Passman. What do vou think he pata for his home in Oregon ? 
S100 a month ? 

Mr. Wuirre. Perhaps. 

Mir. Passman. What else ? 

Mir. Wutre. Thisisall lam aware of. 

Mr. Passman. Let us show what you are aware of. The net result 
would be $13,850, so that is a substantial increase in salary. Also, that 

saminimum figure. 

Mr. Wuitrr. That would not be any different, sir, to the people 
whom we employ out of the agricultural colleges for direct hire who 

also get the post differential and who also get quarters allowance. It 
ison a comparable basis. 

Mr. Passman. I don’t want to pick up a chart and think a man 
Was going out to teach at a reduction in salary, when in reality he is 
shooting it up from $12,548 to $13,850, taking just two of your figures. 

Mr. Grant. It should be clearly brought out here that a are not 
sulary equivalents you have added on. The differential is an allow- 
ance for hardship. If the man were to go to a post where meen were 
no hardship elements involved in the way of health, lack of facilities, 
and the like, he would get no hardship : allowance. 

Mr. Passman. If a man were standing on his head 12 months out 
of the year it would not alter the fact he is getting $13,850, compared 
to S12.458., 
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Mr. Gran. Right. But this man will also come back with a va 
riety of diseases and the like which he would not get in all probabil. 
ity 

Mr. Passman. Gentlemen, we go over reams and reams of testimony 
and books. We go into millions of words. 

You pick up this sheet, and you would think this man was making 
a great financial sacrifice going out there. I want the record to shoy 
the opposite. 

Mr. Ruopes. It should also be pointed out that there seems to be 
a penchant on the part of some of the people in ICA to feel if a ma 
is paid in local currency it is costing nobody anything. 

In the first place, that is not right. In the second place, even if it 
were right, still it is a quid pro quo which he gets and which we must 
know in order to evaluate the reasonableness of the dollars which ar 
paid. 

In other words, he is o ettinge a pac kage. It might be part local 
currency and part Dilleu. but we must look at the whole package 
and, to do so, we have to look at both parts—dollars and local cur- 
rency. 

Mr. Gary. Is that included in the $11,000 or not? One said it was 
and the other said not. 

Mr. Passman. Let us establish it for the record one more time. 
The basic sal: ary is $11,000. He gets a hardship allowance of $1,650 
We are saying that his house is worth only $100 a month. That gives 
him $13,850. Did vou agree that was correct ¢ 

Mr. Wuire. I agree with those figures for the purposes used here 

Mr. Passman. Well, he gets this amount: does he not / 

Mr. Wuirr. As near as we can figure it. 

Mr. Passman. So the man got a nice salary increase. 

Mr. Wurre. I would like to say that we have the job of trying t 
find useful citizens to serve overseas. To ask the man to take his 
family overseas for the same money takes some doing. It takes some 
attraction. 

Mr. Passman. I agree 100 percent, as long as you do not indicate 
that he is making a sacrifice in wages. I do not quarrel with the 
amount of the money involved. : 

Mr. Wuire. It was not set up for that purpose. We tried to ex- 
plain this on the first page. 

Mr. Passman. Even committee members would be confused 
were not developed for the record. 


COMPARATIVE SALARY RATES 


Mr. Ruopes. Do you have any studies to show comparable salaries 
with people in business who are overseas, whether you are paying 
more than they pay, less, about the same, or what ? 

Mr. Grant. Our salaries per se, taking the narrowest definition of 
the salaries 

Mr. Ruopes. Let us take the definition we are using here and take 
total salary. 

Mr. Grant. Including fringe benefits? 

Mr. Ruopes. Yes. 

Mr. Grant. It is my understanding that the overall benefits re- 
ceived by contract and direct hire of U.S. technicians overseas equate 
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quite favorably with what is paid by private business. Some pri- 
vate businesses provide somewhat more fringe benefits and others 
prov ide slightly less. 

The Ford Foundation, in 1957, asked Stanford Research Institute 
to make a study of this question. It was setting up a system of its 
own at that time. 

The Stanford Research Institute made a study of 20 American busi- 
nesses, foundations, and U.S. governmental agencies, ICA and State 
included, abroad. They made a comparison of the fringe benefits 
provided, eat or not there was a general incentive increase, cost- 
of-living allowance, whether there were hardship allowances, income 
tax adjustments, travel pay, travel expenses, policy with dependents, 
transfer allowance, kinds of quarters and utilities allowances, whether 
household effects would be paid, whether educational allowances 
would be paid, the amount of leave provided, and so on. 

While there were obvious variations out of this it came out in a re- 
markably similar pattern, so I would say the cost to the U.S. Gov- 
ernment approximates that of a major American corporation operat- 
ing overseas with personnel. 

Mr. Ruopes. Conversely would you say that the benefits to the em- 
ployees of the U.S. Government are similarly equated in the way of 
benefits with those of employees of corporations overseas ? 

Mr. Grant. Yes. 

Mr. Roseman. These are applicable to contract employees by admin 
istrative policy. 

Mr. Passman. I am not quarreling now about what these people 
get. I quarre| with the formula you used in indicating that these 
people took a reduction in salary. That was the only purpose. 


OBLIGATIONS AND EXPENDITURES UNDER CONTRACT 


What has been the total amount of mone V obligated on the Oregon 
State College contract? What is the last date as of which this infor- 
mation is available? 

Mr. Wuirr. December 31, 1959, $654,566. That was the total 
amount expe snded. 

Mr. Passman. We want to know the amount obligated. 

Mr. Wurre. The amount obligated is $785,000 as shown on the first 
page of the statement. 

Mr. Passman. Through what date? 

Mr. Wurre. Upto now from the beginning. 

Mr. Gary. Ifthe Chairman will yield ¢ 

Mr. Passman. Yes, I yield. 

Mr. Gary. This general summary which you provided the commit 
tee and which was inserted in the record shows $733,710 through 
April4. Are those expenditures, obligations, or what 4 

Mr. Wuire. Estimated costs which have been incurred. 

Mr. Gary. Through April 14, 19607 

Mr. Wuirr. Yes, sir. 

Mr. Gary. What was the figure you gave a few moments ago? 

Mr. Wnirr. Two figures; one actually expended as of Dec ‘ember 
dl, 1959, $654,566, and the total amount which has been obligated, 
$785,000. 

Mr. Passman. As of what date? 
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Mr. Wire. The life of the contract, $785,000 have been set up to be 
obligated. 

Mr. Passman. Do you have any more funds reserved for this 
project ( 

Mr. Wuire. Not at this time. 

Mr. Passman. What will carry you through June 304 

Mr. Wurrre. The 8785,000 will, 

Mr. Passman. That is the total? How could you extend the con- 
tract, then, beyond June 30, when you do not have an appropr lation 4 

Mr. Wurre. The $785,000 will carry it. 

Mr. Passman. What it you close the eontraect as of June 30: what 
will you have e xpended ¢ ; 

se . Warrr. The nearest thing we could say is the $753,710, or the 
est) ates throug 1 April 14 of 1960. 

Mire PASSMAN. $733,000 2 

Mr. Wuirr. Yes, sir. 

Mr. Passwan. If vou carried it on through June you will obligate 
the entire ST85.000 4 

Mr. Wurre. I do not think it will be the entire amount but it will 
be some part of that remaining. 

Mr. Passman. You would have to have an additional appropriation 
before vou could extend the contract to September 30: would you not! 

Mr. Wire. I doubt that. The expenditures are not heavy here 
ind the S785,000 might be adequate for the purpose. 


DISCREPANCY IN CONTRACT COSTS 


Mr. Passman. Your Embassy out there must have been haywire. 
They gave us different figures. Do you have a figure anywhere con- 
remplated to carry youe lose to S9D0.000 ? 

Mr. Wuirr. May I have the question again / 

Mr. Passman. Do you have any indication from the mission to indi- 

ate the contract will cost S900.000 2 

Mr. Ware. listead of $785,000 ? 

Mir. Passman. Yes. 

Mr. Witter. I do not. 

Mr. Passman. What is the amount of counterpart funds you put 

nto this contract / 

Mr. Wutre. $1.685,000 equivalent in U.S. dollars. That is shown 
m the first page of the paper. 

What amount of that has been obligated we do not know because 
we do not have the fiscal data on that here. 


USE OF LOCAL CURRENCIES 


Mr. Passman. Out in that part of the world in many instances 
ocal currency serves about the same purpose as dollars ? 

Mr. Wurre. It is very useful in paying salaries. 

Mr. Passman. So, actually, when you add your local currency, 
using your figures, you have a contract of $2,470,000; have you not? 

Mr. Wuire. In U.S. dollars and in local currency. 

Mr. Passman. I say when the dollar equivalent is put together it is 
$2,470,000. 
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Mr. Granr. Sir, this total induces the cost of the Thai contribu 
tion to cover not only the local currency cost but construction of 
buildings at the university, payment of—— 

Mr. Passman. Then you get into $11,040,000. Let us stick with 
this contract. If you get into buildings you get into about $11 
million; do you not ¢ 

Mr. Grant. Not under this particular project. 

Mr. Passman. Not under this contract, but under the local currency 
proposition. This is not our only contribution to this university; 
is it? 

Mr. Grant. This is the only contribution I am aware of that we 
have made to the university. The local currency equivalent made 
available by the Thai Government covers not only the local cost of 
the contract but expansion of their physical facilities on the campus 
which do inelude the building of new laboratories and other space. 

Mr. Passman. When you get into that—— 

Mr. Gary. Is local currency contributed by us or by the Thai Gov- 
ernment ¢ 

Mr. Granr. This is all local currency and owned by the Thai Gov 
ernment. 

Mr. Gary. And contributed by the Thai Government ? 

Mr. Grant. And contributed by the Thai Government. 

There may be included in this some counterpart, but it is all tied 
to local currency. 

Mr. Passman. Let us tie this down. This is a Mulligan we are 
getting into here. It may or may not be. It is or it is not. Let us 
pin that down. 

Mr. Murphy, you look as though you have the answe 

Mr. Mureny. I am sorry, Mr. Chairman. I do not have the 
answer, 

Mr. Passman. You keep on kicking these counterpart funds around 
and it will be no better than cabbage. 

Hlow much of U.S.-generated local currency have we put into this 
Oregon State College contract ? 

Mr. Grant. No U.S.-owned local currency. 

Mr. Passman. I speak of currencies generated by the expenditu 
of U S. dollars. 

Mr. Riopes. You mean generated by U.S. dollars? 

Mr. Passman. That is correct / 

They are under our control. 

Mr. Gary. No, they are not. Wecan only approve the expenditury 
of them. 

Mr. Passman. What right do we have to tell Thailand how they 
spend their own money ¢ 

Mr. Gary. By the contracts we enter into which generate these loc il 
currencie 

Mr. PAssMAN. This local eurrency Was brought about by the eXx- 
penditure of an American dollar. 

Mr. Roseman. That is right. 

Mr. Passman. So far as Lam concerned 

Mr. Murpuy. Part of it was. 

Mr. Passman. We want to find out how mucha. 

Mr. Murpny. Mr. White has the figures here. 
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Mr. Passman. He yielded to Mr. Grant. Now we shall go back to 
Mr. White. 

Give us the figure of the American-generated counterpart dollars. 

Mr. Wurre. The counterpart fund belongs to the Thailand Gov- 
ernment. It is under Thailand control. 

Mr. Passman. Because we gave it to them. We generated it from 
U.S. dollars. 

Mr. Wuirr. That is right. 

Mr. Passman. I will not accept that lightly. Every man has a 
perfect right to interpret this in any way he sees fit. 

You took good hard-earned American dollars and generated or ex- 
changed, and you brought about Thai currency for it. 

Now you wind up with the equivalent that you would not have had 
on hand if you had not appropriated dollars to bring it into being. 
Is that a statement of fact ? 

Mr. Mourpny. That isa fair statement, Mr. Chairman. 

Mr. Ruopes. All of this Thai currency was generated by expendi- 
ture of U.S. dollars? 

Mr. Wuire. No,sir. Iam waiting to testify on that. 

Mr. Passman. We want the part that is ours. I don’t care who 
controls it. We bought it with something. 

Mr. Gary. Let us get the facts, Mr. Chairman. 

Mr. Wuire. Of the $1,685,000 equivalent of local currency, 
$1,323,000 is counterpart money contributed by the Thai Government, 
anil $362,000 came from the Thai Government's own budgetar y feiss 

Mr. Passman. $1,323,000 came from currency generated by U.S. 
dollars ? 

Mr. Wutre. That is correct. 

Mr. Passman. If we add to that the cash contribution - 

Mr. Murptry. $2,108,000. 

Mr. Wuirer. We are unable to say how much of the $1,685,000 has 
been obligated or will be obligated because those accounts are not 
here. 

Mr. Passman. We only know it came into being through the ex- 
penditure of American dollars. 

Mr. Wuirr. Yes. Half of it may be there, a fourth of it may be 
there, yet to be encumbered. 

Mr. Passman. As long as I am on this committee, I will make note 
of the fact that this local currency was brought about by the sweat 
of the brows of the American taxpayer. 

Mr. Gary. Mr. Chairman, I have been serving on this committee 
for 20 years and I think I understand what counterpart funds are. 

I have no desire to argue about it at all, but I know what they are 
and I just do not see any use in going into all this argument about 
it. Weall know what counterpart funds are. 

You have your idea about it and somebody else might have his. 

I know what the facts are. I do not think it is necessary 

Mr. Passman. It is necessary so far as I am concerned, because you 
are generating local currency now from about seven or eight diffe rent 
contracts. 

You are generating local currency from Public Law 480. You are 
generating local currency from the sale of military equipment. You 
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are generating local currency from the DLF. And you build it up 
toa ‘point that you have now $2% billion of strictly American-owned 
local currencies. 

Mr. Gary. And the Appropriations Committee has appointed a 
special subcommittee to study that situation, which I think is very 
wise, because I think it is a very bad situation. I have said so time 
and time again. 

However, so far as counterpart funds are concerned, I just do not 
see the need for arguing as to what counterpart funds are because 
you know what they are and I know what they are. 

Mr. Passman. What laws do you have on the statute books today 
which continue to generate counterpart funds ? 

Mr. Murreny. The Mutual Security Act. Section 142 of the Mutual 
Security Act states that any commodity furnished on a grant basis 
which results in the accrual of proceeds from the import and sale 
thereof by a foreign government constitutes counterpart funds. 

A portion of those are earmarked and returned to the United States 
for its own use. 

Mr. Passman. Ten percent ? 

Mr. Murrnry. In most countries. For the balance title vests in 
the other country and they may use it subject to a veto by U.S. au- 
thorities. In other words, we cannot tell them what to do with it but 
we can refuse permission for them to do something they want to do 

f which we do not approve. 

Mr. Passman. It is theirs only because we gave it to them. We 
ould have had a contract like Public Law 480 

Mr. Gary. We gave them the original funds. With those original 
funds they bought American products. They sold those American 
products to their people for local currencies and those local currencies 
ire the counterpart funds. 

It is just as plain as anything in the world. 

Mr. Passman. Certainly that part is plain. However, I say again 
for the record that you are generating local currencies out of seven 

reight different types of contr: acts. 

Mr. Gary. Lam not arguing. That has been said. 

Mr. Passman. You can take this out for almost any project you 
ipprove. 

Mr. Gary. I will not argue, but that has been said over and over 
igain. We all know about it now. 

Mr. Passman. Perhaps Mr. Gary can absorb it better than I can. 

Mr. Gary. I think you have a very good idea of it, but—— 

_Mr. Ruopes. It seems to me that this currency is part of the package 

lich is the reward the people get for services. 

h | looking over the reasonableness of the contract 

Mr. Passman. The same as American dollars. 

Mr. Ruopes. If we discount it as something you throw into the 
pot for free then obviously we are paying too much in the way of 
dollars. 

Mr. Passman. It has the same value as the American dollars in 
many instances, and it should not be laughted off as having no value. 
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RECRUITING PERSONNEL 


You made this statement, Mr. White: That personnel was hard to 
get. Are you having difficulty recruiting personnel for ICA? It is 
my understanding you had a long list of applic ants, people who wanted 
these tours. 

You have succeeded in getting about 44,000 people into this program 
at the present time. How much trouble are you having getting 
personnel 4 

Mr. Wuirr. About the usual amount of trouble. 

Mr. Passman. With what type of personnel are you having trouble? 

Mr. Wuire. In recruiting personnel there is alw: ays a problem of 
recruiting competent people who have the capabilities of meeting the 
requirements of the job to which they are asere d. 

Fortunately we have in this country a great many people who are 
motivated by missionary spirit of wanting to i ‘Ip. and they ae 
their services. Oftentimes their qui alifications are not ade “quate to meet 
the requirements of the jobs we have. 

The more technical the job, generally, the harder it is to recruit 
people with those qualifications. 

I should say we have no increasing problem on recruitment but it 
continues about the same. Trying to find the highest quality of men 
and women who will accept foreign service duty with us, who have 
the qualifications suitab le for the post for whieh they are fea re- 
cruited, is a constant task. 

Mr. Passman. You have a waiting list of personnel wanting to go 
out on these missions ? 

Mr. Wuirr. Yes, we havea list. 

Mr. Passman. You also have a list of college professors wanting 
these assionments ? 

Mr. Wirrre. We have many people in many categories who are inter 
ested, but oftentimes when we start to talk to them about a job thes 
decide they are no longer interested. Oftentimes they are interested 

iptoa point and then fail their medical examination, or some members 
of their family do. 

Or after starting Lo negoti: ate with us for a job they find another 
c mployme nt or they get a sal: ry Vr aise 1n ‘aes Ir present job. Those are 
the prob lems to whie h I refe és 

Mr. Gary. A eood technician has ho trouble eettli Ow a job in this 

ountry now, does he / | 

Mr. Wiirrr. No,sir, and at a reasonably good salary. 

Mr. Passman. When you succeed in getting 676 contracts involving 
S347 million it seems as though you have met with some success, 
anyway, 


RECOMMENDATIONS OF MISSION TO TERMINATE CONTRACT 


Had you followed the recommendations of your mission in Thailand, 
this contract with Oregon State College would have been permitted 
to expire on June 30? 

Mr. Wurre. On June 30? T believe at the time they were thinking 
of terminating the contract they were thinking of terminating on 


April 14. 
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Mr. Passmanx. You will bring those reports for us tomorrow 
morning ¢ 

Mr. Wurre. We will bring our correspondence for which you asked 
and our communications—— 

Mr. Passman. I gave you the audit reports by number. 

Mr. Wurrr. We will be pleased to submit those. 

I would like to repeat for clarity, Mr, Chairman, that the decision to 
send out the evaluation team was a decision jointly entered into by the 
mission chief in Washington and Oregon State, and after careful de- 
liberation considering what motivated the mission to be thinking it 
would be necessary to terminate a contract they were then in process 
of trying to negoti: ite. 

Mr. Passaan. It appears to me as though you had a contract which 
should have been allowed to expire. Your mission recommended it. 
Washington vetoed it. Anevaluation team referred—— 

Mr. Wurre. It is not correct to say Washington vetoed it. Wash- 
ington never took that action that Lam aware of. Washington did sit 
down and talk out with the mission chief 

Mr. Passman. You did not veto it as such, but it was the equivalent. 
You reversed the recommendation of the mission, after bringing the 
head of the mission in, and after consulting with the officials of the 
Oregon State College. 

Mr. Wurrr. We never brought the head of the mission in. He was 
here on other business. 

Mr. Passman. You just happened to discuss this with him while 
he was here ? 

Mr. Wuire. We took the opportunity of discussing it with him. 
I think if he were here he would say it was his best judgment, also. 

Mr. Passwan. After having discussed it with you people in Wash- 
ington. That was not his original idea; was it / 

Mr. Wurre. I do not think the mission is always happy about 
having to terminate a contract. 

Mr. Passman. There were two different positions on it, the first 
position and the final one. 

Mr. Wurre. He had a position which he thought he would have 
to terminate when he believed that the director of the university was 
not able to go ahead and reach a decision. 

Mr. Passman. He had two different positions, the original one and 
the final one, before he returned to Bangkok. Is that a fair state- 
ment ? 

Mr. Wurtre. I am not sure what you would call a position on it, 
but. I would say they had reached a conclusion to where they thought 
they would have to terminate the contract. and so indicated to us and 
we indicated to Oregon State. 

Mr. Passman. Not from shortage of money ? 

Mr. Wurre. No. 


Mr. Passman. The record is clear now. 
NUMBER OF CONTRACTS IN THAILAND 
Mr. Roseman. If I may answer some questions on Thailand. You 


asked how many contracts we had in Thailand. There are nine T.C. 
contracts, university and other types. 
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We have obligated through June 30 of 1959 for these nine contracts 
$8,310,000. 

We plan to obligate in fiscal year 1960 $929,000 for these nine con- 
tracts. For fiscal 1961 we plan to obligate $731,000 for these nine con- 
tracts. I cannot give you the figure as to what it would cost to the 
end but we will figure it out and give it to you. 

Mr. Passman. How about the other contracts? You have more 
than nine? 

Mr. RoseMan. These are technical cooperation contracts. 

Mr. Passman. Let us get into the others. 

Mr. Roseman. They are defense support contracts. 

Mr. Passman. Here in technical cooper: ation, page 65, you have 
all these projects listed. How m: my projects are there ¢ 
Mr. Roseman. I will give vou the figure on contracts, sir. 


TOTAL PROJECTS AND COs'l 


Mr. PassMan. How many projects do you have / 

Mr. Roseman. Thirty projects. 

Mr. PassMan. Will you project them all, so we shall have the total 
cost ¢ 

Mr. Roseman. Nine TC-financed contracts. 

Mr. Passman. Will you give us total cost from the beginning to 
the finish ¢ 

Mr. Roseman. For the 30 projects listed for fiscal year 1961 we 
have obligated to date, $19,928,000. That is through June 30, 1959. 

In 1960 we plan to obligate for these projects $3,835,000. 

In 1961 we plan to obligate $4,300,000. After fiscal year 1961 
plan to obligate $10,899,000. 

Mr. Passman. All this is technical assistance ¢ 

Mr. Roseman. Yes, technical cooperation. 

Mr. Passman. Did you get the total ? 

Mr. Roseman. We are adding them; $38,462,000, 

Mr. Tennant. You asked for two re porte. Iam not sure whethet 
we have them in Washington or not. 

Mr. Passman. If the pertinent parts are not here let us forget 
about it. 





OTHER CONTRACTS WITH KASETSART UNIVERSITY AND OREGON STATE 


Mr. Gary. Do you have any other contracts involving Kasetsart 
University ? 

Mr. Roseman. I do not believe we have. 

Mr. Wnuirr. Not that I am aware of. Neither do we have any 
involving Oregon State overseas other than this one thi at Tam aware of. 

Mr. Gary. Those two universities are involved in only this one 
contract insofar as the whole program is concerned ¢ 

Mr. Wuirr. As far as our program is concerned—the ICA program. 

With Oregon State we have a contract for them to train people here 
brought from other countries as we have with all the other land-erant 
col leges. 
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OTHER UNIVERSITY CONTRACTS 


Mr. PassMan. You have contracts with some of the universities in 
Thailand ¢ 

Mr. Wutre. Yes, other universities. I believe Colorado has a 
contract-— 

Mr. Gary. He said other universities in Thailand. 

Mr. Roseman. We have a contract with Indiana University, two 
contracts in Thailand. 

Mr. Gary. What university ? 

Mr. Wurre. Chulalongkorn U niversity, and the other is 

Mr. Gary. Have you any other agricultural college ? 

Mr. Wurre. I don’t think there is any other contract except the 
Oregon State contract. 

Colorado State has a contract with the Chulalongkorn University 
but not in agriculture, 

Mr. Gary. What is that ? 

Mr. Wurre. Let me check it. 

Mr. Gary. You have no other agricultural contract for Thailand 
except this one ? 

Mr. Wurre. This is the only agricultural university or college in 
the country. 

Mr. Roseman. Colorado State University has a contract with the 
Graduate School of Engineering being set up under SEATO in 
Thailand. 

Wayne State University has a contract to improve the Bangkok 
Technical Institute and three regional institutes. 

The University of Indiana has a contract with Chulalongkorn Uni- 
versity to improve the training of teachers, I believe. 

Michigan State University has a contract which is part of a regional 
contract for improvement of teaching of English in three countries, 
Thailand, Laos, and Vietnam. 

The University of Indiana also has a contract with Thammasat 
University to develop a public administration institute. 

I think I have left out one, the University of Hawaii, which has 
a contract to develop the vocational education system under SEATO 
in Thailand. 

Mr. Gary. That is all I have. 

Mr. Passman. There are a lot of them, if you get into it. 

Mr. Roseman. We have submitted this, Mr. Chairman. 
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VIETNAM 










Summary of progran by major cost component and field of activity 





4.300 






Health and sanitatior 





134 2b0 285 
Education 951 1. 895 2. 370 
Public administration 1,091 550 520 
Community development, social welfare, and housing ae 15 15 
General and miscellaneous : 212 820 465 












Total bv field of activity u $, 300 4. 800 4, 800 








Mr. Passman. Vietnam. 
Mr. Roseman. We are asking for - 

Mr. Passman. $4,800,000 in 1960. You ask for the same amount 
for 1961. 

Mr. Roseman. Yes. 

Mr. Passman, Is the central Government finances data classified / 
If so, by whom and why ? 

Mr. Roseman. You will find it in the defense support book. 

Mr. Passman. Do you have it,so I may look at it? 

Mr. Roseman. It is classified only because Vietnam is considered 
by its President ina state of war and its military budget is classified. 

Mr. Passman. With whom are they in astate of war? 

Mr. Roseman. Communist infiltrees from North Vietnam. There 
is Shooting every day there. 

Mr. Passman. Well, if it is classified. it is classified. So, that 
is it. 

Mr. Roseman. Well, it is classified mainly because of defense ex- 
penditures which the State Department believes should not be pub- 
lished. 

Mr. Passman. And that also protects us against the public know- 
ing what we are doing. 
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Mr. Roseman. There are only two other countries in which you 
will find this situation; one is Taiwan which is also in a state of war 
and the other is Korea. 

Mr. Passman. You had better check on Egypt. 

Mr. Roseman, The Far East is all [can speak to, Mr, Chairman, 

Mr. Passman. The Far East is not the only con ‘of the world. 

Mr. Roseman, I am sorry, sir. I must correct myself. Korea is 
not classified but Taiwan is. 

Mr. PassMan. Egypt is, too, whether you know it or not, and per- 
haps some others. 


COST TO COMPLETE NEW PROJECTS 


What is the estimated cost to complete the two new projects for 

“Standardization of procurement specifications and regulations” and 
~Atomic energy training” ? 

Mr. Roseman. What was the first one, sir / 

Mr. Passman. What is the estimated cost to com ple te the two new 
projects for * ‘Sti andardization of procurement specifications and regu- 
lations” and “Atomic energy training’? ‘They are new projects: 
ie they not / 

Mr. Roseman. On the first one, think we can finish the job in 
fiscal year 1961, sir, for $15,000, : 

Mr. Passman. For what are you going to spend it? 

Mr. Roseman. That is basic ally, sir, to get the Vietnamese Govern- 
ment a good set of specifications so that we will not have difficulty, nor 
will they, in ordering equipment from the United States. 

Mr. Passmwan. Do you think we have anything ourselves which they 
would be able to follow? We cannot follow it, and we order 3 or 4 
times what we need in many instances. 


ATOMIC ENERGY TRAINING PROGRAM 


What about the atomic energy training program 4 

Mr. Roseman. The atomic energy traiming program will cost 
$100,000 in fiscal year 1961, $100,000 in fiseal year 1962, or rather, in 
the fiseal years after 1961. That is essentially to assist the Govern 
ment of Vietnam in its programs of reactor training and to train 
Vietnamese in the peaceful uses of atomic energy. 

Mr. Passman. Do you know whether or not they have their finger in 
this other pot, Atoms for Peace reactor program / 

Mr. Roseman. This is part of the atoms for peace reactor program. 
Do you mean as far as the reactor itself is concerned, sir / 

Mr. Passman. We have a request before the committee for atoms 
for peace—a separate and distinct money request, calling for an appro 
priation. 

We find out now that they are branching out into the technical aid 


field. 


This does not come out of the atoms for peace appropriation: does 
It ¢ 


Mr. Roseman. No, sir; it is part of the program, but it | 


has nothing 
todo with the atoms for peace appropriation. 


2» 909-—60—pt. 2 
















1840 





INDUSTRIAL 





DEVELOPMENT CENTER PROJECT TECILNICIANS 











Mr. Passman. While you are getting that information, I note you 
propose to use U.S. direct-hire technicians in fiscal year 1961 on the 
industrial development center project, rather than contract techni- 
cians. Why the change? 

Mr. Roseman. Because we think in this case we can get. better 
people for this particular project by direct hire than by contract. 

We were talking a few minutes ago about Thailand where the num- 
ber of technicians went down and the cost went up. I would like to 
point out that in Vietnam the number of technicians has gone up and 
the cost has gone down. 

Mr. Passman. But you are switching to direct hire, rather than con- 
tract ? 

Mr. Roseman. That is right, sir. 

Mr. Passman. And, it is normally cheaper if you have direct hire, 
rather than contract: is that not correct ? 

Mr. Roseman. Not always, sir; no, sir. 

Mr. Passman. Your worldwide average is about $15,000. 

Mr. Roseman. Yes, sir; it would be something like that on a region- 
wide average. 

Mr. Passman. And, when you get under your contract many times 
you run up to $28.000-plus; do you not ? 

Mr. Roseman. That is right, sir. 

Mr. Grant. The worldwide average is just under $18,009, sir. 

Mr. Passman. So you do pay more for contract than you do for 
direct hire ? 

Mr. Grant. Yes, sir. It is extremely difficult to compute the exact 
figures. 

I said in response to Mr. Gary’s question that in our contract figures 
we include overhead, whereas in the direct-hire figures the overhead 
cost is not included. 

Mr. Murrny. Vietnam has gotten a reactor and funds are already 
available. 


ATOMIC ENERGY PROGRAM 





Mr. Passman. You are asking for $200,000 for a reactor for Viet- 
nam, and now they are getting a reactor from the atoms-for-peace 
appropriation ? 

Mr. Murrny. They have one provided from funds already made 
available. They are not in the 1961 request. 

Mr. Passman. But they are getting it out of the atoms-for-peace 
program—a reactor ? 

Mr. Murrny. Yes,sir. This money here is not fora reactor. 

Mr. Roseman. This is for training technicians in the use of a 
reactor. Unless they have a training program, they will not know 
how to use the reactor. These are participants who come to the United 
States to study. 

Mr. Passman. Why did they not get the training before they got 
the reactor ? 

You go ahead and give them a reactor, but they do not have any 
trained personnel, and in subsequent years you come in to get money 
to train them. 
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Mr. Murruy. Just one point, Mr. Chairman. When I said they 
had a reactor provided, I meant that there had been funds provided, 
and there has been a commitment to give them one. I did not mean 
to imply that it has already been installed. I could not say that for 
sure. 

Mr. Passman. But in prior years funds have been spent for a reactor 
for Vietnam ? 

Mr. Murreny. Yes, sir; it may be that the-—— 

Mr. Roseman. As far as I know, there is no reactor yet in Vietnam. 

Mr. Passman. That would be kind of like the sugar-beet mill that 
you built in a country where you found out later they could not grow 
sugar beets ? 

Mr. Grant. Iam not familiar with that project, sir. 

Mr. PassMan. Weare, very well. 


GOVERNMENT INFORMATION FACILITIES PROJECT 


What are the details of this government information facilities 
pre ject ? 

Mr. Roseman. This project involves three U.S. technicians, three 
participants and contracts for $55,000. The contracts, if I recall 
correctly, sir, are with individual Filipino technicians who are help- 
ing the Vietnamese in developing the government information 
program. 


COMMUNITY LISTENING CENTERS 


Mr. Passman. If we refer to page 382, Far East, establishment of 
1,100 community listening centers, equipped with various audio- 
visual electronic equipment ; what does that mean ? 

Mr. Roseman. It is simply a name fora community radio. 

Mr. Passman. It issimply a name fora radio? 

Mr. Roseman. Yes, sir. 

Mr. Passman. What about “audiovisual” ? 

Mr. Roseman. There may also be film projects. These are the 
locations throughout Vietnam which involve a community radio and 
in some cases a film projector, which use the films that are developed 
by the Government of Vietnam with our assistance on how to do 
things, how to improve agricultural methods, how to develop better 
irrigation installations or methods and how to improve sanitation. 
They are helping the Vietnamese peasants to improve their lives. 

Mr. Passman. Are we furnishing them TV and radios for this 
project ¢ 

Mr. Roseman. There are no TY’s. 

Mr. Passman. With reference to radios, why did you not say 
“radios” ? 

Mr. Roseman. So far as I know all of the radios have already been 
furnished. 

Mr. Passman. By whom? 

Mr. Roseman. By us, so far as I know. You will note on the same 
page that there has been expended under this project $1.8 million 
from defense support through 1959, and an additional $250,000 is to 
be expended in 1960. So, as far as I know, in that $1.8 million were 
included the 800 radios. 

Mr. Passman. Eight hundred radios? 
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Mr. Roseman. I think there are 800 community listening centers 
and I assume there would be 800 radios. 

Mr. Passman. It says 1,100 here. 

Mr. Roseman. That is true; 1,100 community programs. 

Mr. Passman. Eleven hundred programs / 

Mr. Roseman. Yes, sir. 

Mr. Ruopres. Do these have anything to do with the dissemination 
of news / 

Mr. Roseman. Yes, sir. This is the way in which the Vietnamese 
Government communicates with its people. Otherwise, they are bar- 
raged with propaganda from the north. There are big Communist 
propaganda transmitters in Hanoi and Peiping. 

Mr. Passman. There is quite a story on this radio installation in 
Vietnam. 

Mr. Roseman. We are talking about the receiving part. The send- 
ing part is under another program. 










































MISMANAGEMENT 





OF RADIO PROGRAM 

Mr. Passman. Is it not a bit unsavory / 

Mr. Roseman. It has been mismanaged, sir. 

Mr. Passman. That is putting it mildly. 

Mr. Roseman. No, sir: there has been no accusation of fraud or 
anything in this project. The trouble with this was getting agree- 
ment with the Vietnamese Government as to exactly what kind of 
radio installation we would have. 

Mr. Passman. We did not fail to obligate the money and start 
spending it. 

Quoting, again, from the study mission report, there is the fol- 
lowing: 

Our International Cooperation Administration officials assured us that the 
seven large towers, which were the subject of hearings in our committee lasi 
summer, have been erected and were in operation but, when we made inspection 
only six had been erected; the seventh was not found; and not one has ever 
been in operation. The entire project is in a state of confusion. 

Mr. Roseman. I would be very glad to vive you the whole story 
of this project. 

Six towers were erected. 

Mr. Passman. Is that a correct report which I just read into the 
record / 

Mr. Roseman. Not as of today, sir. 

Mr. Passman. Well, as of the time originally stated 7 

Mr. Roseman. Yes, sir. The seventh tower which the study mis- 
sion could not find had not yet been erected. It was there on the 
floor of the warehouse. 

Mr. Passman. But, we paid for it / 

Mr. Roseman. Yes, sir. 

Mr. Passman. The report states: 

* * * last summer, our International Cooperation Administration officials 
assured us that the seven large towers which were the subject of hearings in 
our committee last summer had been erected and were in operation but, when 
we made inspection, only six had been erected and the seventh was not found ; 
and not one has ever been in operation. The entire project is in a state ol 
confusion. 











Have you read that report 

Mr. Roseman. Yes, sir. 

Mr. Passman. When we get around to defense support, we shall 
get into that. 

Mr. Rhodes, do you have any questions / 

Mr. Ruopes. I think you have covered it pretty well, Mr. Chair- 
man. 

Mr. Passman. We shall proceed to consideration of the next item. 


Far East—ReGIonat AND UNDISTRIBUTED 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiseal year 


t component and field of activity 
Actual ‘stimated Proposed 
fiscal year fiscal year fiscal year 
1959 960 1961 


Ssistance 
chnicians 
{ 


‘ontractual services 


gd equipment 
erative services 


Total participants 


ulture, forestry, ind fist 
trv and mining 
ortation 


i Sanitation 


elopment, So¢ 
niscellaneous 


For “Regional and undistributed” you had $500,000 in 1960. What 
isthe amount of the reduction in the request for 1961 4 

Mr. Roseman. There is an increase of $200,000. 

Mr. Passman. An increase ¢ 

Mr. Roseman. Yes, sir. 

Mr. Passman. You have two new projects proposed for 1961. 

Mr. Roseman. There is one which is an irrigation workshop which 
will cost a total of $20,000. 

Mr. Passman. What kind of workshop ? 

Mr. Roseman. A workshop on irrigation techniques. This means 

vill bring together people to study irrigation techniques. 
Mr. Passman. What is the other one? 
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Mr. Roseman. The other is a seed-testing seminar which is essen- 
tially the same thing. 

Mr. Passman. If it is essentially the same thing, why do you need 
two / 

Mr. Roseman. One deals with seed testing. The technique is to 
bring together people from various parts of Asia. One project is 
to study irrigation methods; a different group of people will be 
brought together to study seed-testing methods. This is a more eco- 
nomical way than doing the same job in each of the different countries, 


IRRIGATION WORKSHOP 


Mr. Passman. I am talking about the irrigation workshop. 

Mr. Roseman. The irrigation workshop involves a group of Asian 
people who will work together in studying methods of developing irri- 
gation systems. 

Mr. Passman. In Vietnam? 

Mr. Roseman. No, sir; this covers the whole Far East. 

Mr. Passman. Where does this go? It is a workshop for the en- 
tire area ¢ 

Mr. Roseman. Yes, sir; it will include people from each country 
in the region. 

Mr. Passman. And, what do they do? Do they meet and agree that 
nothing can be done? 

Mr. Roseman. I am sure they will not agree that nothing can be 
done. 

SEED-TESTING SEMINAR 


Mr. Passman. The seed-testing seminar is about the same thing; is 
it not ? 

Mr. Roseman. Essentially, it is to assist in improving the methods 
of testing seed and better propagation. 


PROJECTED COST OF PROJECTS 


Mr. Passman. What is the projected cost of this irrigation work- 
shop‘ 

Mr. Roseman. $20,000. 

Mr. Passman. You will complete it this year? 

Mr. Roseman. Yes, sir. 

Mr. Passman. How many technicians are involved ¢ 

Mr. Roseman. There will be one part-time technician. 

Mr. Passman. He is going to teach them all about it? 

Mr. Roseman. Yes, sir. 

Mr, PassmMan. How about the seed-testing seminar ? 

Mr. Roseman. That will cost $10,000 and that will be one part- 
time technician. 

Mr. PassmMan. What do you call “part time” ? 

Mr. Roseman. He may spend 6 months on this project. 

Mr. Passman. He may not. From where will you get him? 

Mr. Roseman. Presumably from an American university or from 
the Department of Agriculture. 

Mr. Passman. But, vou will have to have some other work for him 
to do: will you not / 
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Mr. Roseman. He will be hired on a part-time basis, sir, or a 
§-month basis I would assume. 

Mr, Passaan. How much of the $10,000 will you spend for that 
round tr ip ticket to get him there and back? 

Mr. Roseman. It will be somewhere in the Far East and I assume 
it will cost about $2,000 to take him out and bring him back. 

Mr. Passman. What other expenses are involved ? 

Mr. Roseman. There will be travel costs of the individuals coming 
to the seminar and there may be some minor demonstration equip- 
ment. 

Mr. Passman. You just could not think of anything else, in my 
opinion, for a new project and you thought up these two? 

Mr. Roseman. We have these kinds of seminars every year to bring 
these people together in various fields. 

Mr. Passman. In reality, it is paying the expenses of these peo- 
ple, perhaps, for about 30 or 60 days to meet with other people in 
the elon to study this? 

Mr. Roseman. To teach them, sir. That is what we are doing in 
this program—to teach them something. 

Mr. Passman. We hope so. 

Mr. Roseman. I hope so, too. 

Mr. Passman. But, I do not think you have much more enthusiasm 
for some of this stuff than I do. 

Mr. Passman. You can assure the committee that these projects 
that vou have just discussed are not continuing projects ? 

Mr. Roseman. These projects have not been here before and these 
particular workshops have never been here before. We have had other 
workshops, but these two have not been here before. 

Mr. Passman. Can you think of any great harm that would be done 
if this little item were disallowed ? 

Mr. Roseman. I think we would miss an opportunity to improve 
the technical competence of these people. 

Mr. Passman. With all the billions of dollars we have spent, about 
$10.000 would correct all those evils ? 

Mr. Roseman. No, sir; but you will make some progress. 


SURPLUS U.S. PROPERTY ACQUIRED FOR PROGRAM 


Mr. Passman. How much surplus U.S. property has been acquired 
for this program ? 

Mr. Roseman. Millions of dollars worth. I do not have the figures 
at hand, but it is millions and millions of dollars of U.S. surplus 
property. 

Mr. Passman. Can you give the figure to us? The people who are 
putting up the money for this would like to know. 

Mr. Roseman. This project is for our one man in J: apan who is our 
liaison with all the surplus property that is available in Japan and it 
is for the cost of ICA’s staff travel from other countries to Japan to 
examine surplus property which we might use in the program. Over 
the vears, this has saved the U.S. Government, I feel sure, at least $50 
million. 

Mr. Passman. Are you familiar with many of the American buyers 
who until about 2 years ago were flocking to all parts of the world, 
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buying this stuff and shipping it back over here, and a lot of it would 
be resold to the Government ? 

Mr. Roseman. I have heard that that happened, but I am not 
familiar with it. However, I do know we have picked up out of 
American surplus in Japan many items we needed and, thus, we have 
saved the expense of buying new materiel. 

Mr. Passman. You tell me something Uncle Sam ever got free, and 
I want to know what it is. 

Mr. Roseman. The U.S. Government paid for it once, of course, 
when the Army bought it, but when it was surplus we used it. We 
saved it for use in the program and, thus, we were not required to 
ask you for extra money. 

Mr. Passman. But, it was not free. 

Mr. Roseman. No, sir; but we have saved money which we other- 
wise Would have spent. 

Mr. Passman. Provided you would have needed it. 

Mr. Roseman. We needed it. 

Mr. Passman. What kind of surplus property is involved, for 
instance ¢ 

Mr. Roseman. For example. we picked up a generator which was 
originally intended for a battleship or some kind of naval vessel in 
Japan. We used it to provide electricity for a police training acad- 
emy. They had no source of electricity. That training center could 
not have operated without electricity. This ICA surplus property 
representative in Japan located this generator for us and we brought 
it down and put in a lot of work to convert it from a naval generator 
to one that was usable. But. we saved, I am sure, $50,000. 

Mr. Passman. You may have been able to buy a new one at less cost. 

Mr. Roseman. No, sir. I do not know how much a new one cost, 
but I am sure we could not have gotten it for this price. 

Mr. Passman. You have not told us how much U.S. surplus prop- 
erty has gone into the program. 

Mr. Roseman. I know that over the years it will be at least $50 
million but, probably, higher. 

Mr. Passman. $50 million ? 

Mr. Roseman. What you asked me, sir, was how much was the 
value of the surplus property, taking the Far East as a whole, which 
we have been able to use. 

Mr. Passman. I tell you, Mr. Murphy, this is interesting. You 
may be able to get it worldwide, and we shall just add that to the 
cost of the program. It will bring my total up above the $10,628 
million. 

Could you take the world, on a worldwide basis, and give us that 
information / 

Mr. Meurrnry. No, sir: I do not think so. 

Mr. Passman. Could you? He has got it. Let him give it to us. 

Mr. Tennant. I do not have it at my fingertips. We filed it as 
an insert before the House Foreign Affairs Committee. 

My recollection is that in the last several years it has been running 
on the order of some $19 million a year. 


Mr. Passman. Get the total for us, if you can, and we shall appre- 
ciate it. 
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Mr. Ruopes. I was just thinking about this $50 million and won- 
dering if there was any bookkeeping transaction to credit the Armed 
Forces with this amount of money and to take that amount of money 
from the money appropriated by Congress for the program? In 
other words, was this a windfall to the program or was the probability 
of its existence taken into account for, in forward planning 4 

Mr. Roseman. Well, it was a windfall for the program, to the ex- 
tent we were able to buy it without paying the market price. In other 
words, we did not have to come back the next year and ask you for 
more money than we would have otherwise required. 

Mr. Passman. Why should not that be taken into account in fig- 
uring the overall cost of this program’ That simply means that the 
program is costing more than the records indicate; is that correct ¢ 

Mr. Grant. This material—— 

Mr. Passman. Let the gentleman answer. 

Mr. Roseman. I think you have to figure out what the real value 
of this surplus is. 

Mr. Passman. I mean that if you had not obtained it as surplus, 
you would have had to ask for money to buy it ? 

Mr. Roseman. Yes, sir. 

Mr. PassMaAn. So, as you are getting it as surplus, it has a value; 
and whatever value of it which can be established, should that not 
be added to the program ? 

Mr. Roseman. My problem is what it is worth. 

Mr. Passman. Should it not be added to the program, if you 
want to get the total cost of the program / . 

Mr. Roseman. When I said $50 million, I was talking about what 
the equivalent would have cost us if we had bought it new. 

Mr. Passman. I do not believe I can get through. 

Mr. Roseman. I am sorry, sir. 

Mr. PassMan. You are requesting a certain amount of money for 
your area ¢ 

Mr. Roseman. Yes, sir. 

Mr. Passman. And, you get S50 million worth of surplus equip 
ment; and if you had not received it, you would have had to request 
a dollar appropriation with which to buy it / 

Mr. Roseman. That is right, sir. However, this $50 million 

Mr. Passman. If it is worth $50 million, should you not add this 
to the overall cost of the program, if you want the total cost be- 
cause 1f some other department had not purchased it and had it as 
surplus, then you would have had to request dollars for buying it. 
Should not that be added to the program, in order to get the overall 
total cost ? 

Mr. Roseman. Yes, sir. 

Mr. Ruopes. I think you should also add that the laws for dis 
tributing Government surplus do provide that another governmental 
agency can requisition it. 

Mr. Roseman. That is right. We did not make this system up. 

Mr. Ruopes. This is not unique to your program. However, I 
do think the chairman is right when he says, “Ver y likely, the remain- 
ing value of the property should be considered.” 

Mr. Roseman. I would like to point out that a lot of this sur- 
plus takes a lot of work to make it usable. This generator that 
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I mentioned at this police academy took an engineer to rework it, 
There was no swite hboard for it. 

Mr. Gary. Did you pay anything for it ? 

Mr. RosEMAN. In this case I have forgotten whether we paid 10 
percent or 5 percent, plus the shipping Cc harges. We paid some thing 
for it. 

Mr. Ruopes. You have to pay for the cost of renovating it and 
putting it in shape, do you not 4 
Mr. Roseman. Yes, sir. 

Mr. Ruopes. And that comes out of appropriated funds? 
Mr. Roseman. Yes, sir. 


HAWAIIAN TRAINING CENTER 


Mr. Ruopes. How is this Hawaiian Training Center coming along? 

Mr. RoseEMAN. This 1 Is workin ¢ out very ae This was the origi- 
nal training center which was established, T think, about 4 years 
ago, composed of two professional people a oe two secretaries, and 
they are doing an excellent job. 

If the Congress authorizes the East-West Cultural Center and 
makes an appropriation for fiscal year 1961, there might be some 
adjustment in this figure. But, this would depend entirely 
what happens to the East-West Center. 

Mr. Ruopes. Is this sort of a pilot operation for this East-West 
Training Center ? 

Mr. Roseman. Not entirely. This is for technical training only 
and not for general academic or cultural training; but they have 
done an excellent job, particularly in such fields as agriculture, in 
public health, and in education in bringing Asians to Hawaii and 
training them there where they have the advantage of a multiracial 
population. 

Mr. Ruopes. Are you using the educational institutions in Hawaiii 
for student exchange ? 

Mr. Roseman. ICA does not deal with student exchange. We are 
using the educational institutions in Hawaii for technical training, 
both the University of Hawai and the public schools. A number of 
our Asian educational trainees are getting training in Hawaiian public 
schools in actual practice teaching. 

Mr. Ruopes. What does the item, “Regional general services” mean? 

Mr. Gary. Will the gentleman yield ? 

Mr. Ruopes. Yes, sir. 

Mr. Gary. While you are on Hawaii, how many contracts do you 
have with the University of Hawaii ? 

Mr. Roseman. We have only the one contract for the University 
of Hawaii to work overseas, and that is the one I mentioned in Thai- 
land. 

This arrangement with the Hawaiian center is an ICA contract 
with the State of Hawaii in which they use not only the university 
but all the facilities of the police department for training police, the 
health department for training health workers, and the educational 
department for teachers, and so forth. Whatever the facilities are 


in Hawaii, they are using them for this purpose and they are doing 
an excellent job. 
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REGIONAL GENERAL SERVICES 


Mr. Ruopes. Now, you may go to the “Regional general services” 
item. 

Mr. Roseman. This is a project which is centered in Manila which 
costs $20,000 a year, which enables our office in Manila to assist the 
other missions in the Far East in the procurement of supplies and 
equipment from local sources—especially surplus military sources— 
and also to provide for the servicing of the people that we send to the 
Philippines for training from other countries of Asia, and to assist 
in the handling of ICA people whom we send to Clark Air Base for 
hospit: alization. That is our major Far East hospital and we use 
Manila as a regional center for all these activities. 


U.S. BOOK EXCHANGE CONTRACTS 


Mr. Rnopes. Now, please go to the item, U.S. Book Exchange 
which involves a total of $85,000 to be spent in contracts. 

With whom do you have the contract 4 

Mr. Roseman. The contract is with the U.S. Book Exchange, which 
is a nonprofit organization, made up of the libraries of this country. 
We pay simply for the services and the freight involved in bringing 
together all of the surplus books from these U.S. libraries, for sorting 
them out and making them available to people in Asia who are very 
anxious to get English books. 

Mr. Ruoprs. Does not the USIA operate in this area ? 

Mr. Roseman. They operate, I think, only on a voluntary person- 
to-person basis. This Book Exchange project was originally started 
by the Library of Congress. 

Mr. Ruoves. The USIA does not operate traveling libraries? 

Mr. Roseman. This is not the same thing as traveling libraries. 
These are the books sent to the Asian universities and Asian libraries. 
It is a collection of surplus books that originates from our whole 
library system in this country. 

Mr. Ruopers. These books are given to them ? 

Mr. Roseman. Yes, sir. 

Mr. Grant. This is really an interesting project. A great many, 
for example, American educational institutions will have five copies 
of a recent book while it is current, and then when it gets to be 2 years 
old, they simplify it and boil it down from five copies to one copy. 
This gives them a surplus of four copies. These are sent to this book 
exchange which, I believe, is in Baltimore and it literally collects, I 
believe, over 1 million textbooks of this sort in the span of a year. 
They, then, enter into a book exchange under which an institution 
abroad agrees to do the same thing with the books that they have 
which are surplus and they come back to the United States and are, 
in turn, distributed to American schools. The flow, I should say, is 
very, very heavy from the United States abroad, but under this device 
we are now picking up a large number of publications in Ceylon, 
India, Thailand, and other countries that we would never have gotten 
otherwise. 

Mr. Ruopes. You mean their own publications? 

Mr. Roseman. That is right. 
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Mr. Grant. We attempt to get some reciprocity out of this. When 
the institution enters into this exchange program, it has to agree 


to provide free a certain number of copies of all the publications that 


it puts out from, let us say, the University of Ceylon or the Univer- 
sity in Thailand. 

Mr. Rnopes. That is all, Mr. Chairman. 

Mr. Passman. Mr. Gary? 


WHEAT AGREEMENT WITIL INDIA 


Mr. Gary. I have no questions, Mr. Chairman, but I would like to 
ask unanimous consent for the following: 

I have here the Agricultural Commodities Agreement between the 
Government of the United States of America and the Government of 
India, under title I of the Agricultural Trade Development and As- 
sistance Act, as amended. 

This is the contract that we discussed last week and I ask unanimous 
consent that it be inserted in the record at the point where the discus- 
sion took place. 

Mr. Passman. Without objection, it will be inserted in the record. 

(The material referred to appears on p. 1640.) 

Gentlemen, we shall see you again when we have under considera- 
tion the request for defense support. 

Mr. Roseman. I will see you when we have defense support, Mr. 
Chairman, and also special assistance. 

Mr. Passman. You are going to testify to all of it? 

Mr. Roseman. The part on the Far East. 

Mr. Gary. Somewhere along the line I want someone to tell me 
something about this political situation in Korea. 

Mr. Roseman. I do not. know whether you want to discuss it now, 
sir, but I will be glad to do so. 

Mr. Gary. No, we can do that later. 

Mr. Passman. Thank you very much, gentlemen. 


Monpay, May 9, 1960. 
TECHNICAL COOPERATION, LATIN AMERICA 
WITNESSES 


HON. ROY R. RUBOTTOM, JR., ASSISTANT SECRETARY OF STATE 
FOR INTER-AMERICAN AFFAIRS, DEPARTMENT OF STATE 

ROBERT W. WAGNER, SPECIAL ASSISTANT FOR TECHNICAL ASSIST- 
ANCE, BUREAU OF INTER-AMERICAN AFFAIRS, DEPARTMENT 
OF STATE 

ROLLIN ATWOOD, REGIONAL DIRECTOR, OFFICE OF LATIN AMERI- 
CAN OPERATIONS, ICA 

ALEX MOORE, JR., ASSISTANT CHIEF (PLANNING), LATIN AMERI- 
CAN OPERATIONS PROGRAM STAFF, ICA 


Mr. Passman. Gentlemen, my apologies for this late hour session. 
However, the time means a lot in view of the date that we must con- 
clude these hearings. So, it is necessary to do this. 

Mr. Arwoop. Yes, sir. 

Mr. Passman. Now, the entire program for Latin America in fiscal 
1960 was $37.110.000. 
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What reduction are you requesting for fiscal year 19614 

Mr. Arwoop. The total TC we are requesting represents an increase 
of $2 million from the figure we used in fiscal 1960. 

Mr. Passman. An increase for fiscal 1961 ? 

Mr. Arwoop. Yes,sir. 


UNOBLIGATED BALANCES 


Mr. Passman. What is the total amount of unobligated funds in the 
technical aid program for Latin America, as of the last date for which 
figures are available 4 

Mir. Grant. Sir. unobligated for 

Mr. Mereny. March3i or April 30 

Mr. Passman. March 31. What was your unobligated figure 
against prior vear appropriations ¢ 

Mr. Grant. Sir, it was in my statement that I gave you earlier. 

Mr. Passman. We are taking these matters up a. regions and by 
countries, and I think it is appropriate that we indicate “these figures 
as We 2O: oe 

While he is looking that up could you tell us the unliquidated 
balance estim: a as of June 30 in technical aid for Latin America ? 


UNLIQUIDATED BALANCES 


Mr. Tennanr. The unliquidated is estimated to be $27,430,000, 

Mr. Passman. So, you have about a 9-month, or will have about a 
9-month supply of money on June 30 ¢ 

Mr. Tennanv. Approximately 8 months; yes, sir. 

Mr. Passman. Earlier today we were discussing the same program 
in another region where they had a 16-month supply of money; and 
: Jus t wanted to indicate that. for the record—the same program but 

a different part of the world—and they had built up sufficient money 
on s ind to run their program on the basis of the 1961 estimate for 16 
months, or Just about double what you have here. 

Mr. Cine. Sir, I believe that you will find that in that particular 
region there was a higher percentage of contract services. 

Mr. Passman. It was still technical aid. 

Mr. Grant. Yes, sir. 

Mr. Passman. And vou are doing business now with 21 nations and 
it is still under technical aid, even though you must have had more 
contracts. 

Mr. Grant. That is right, 

Mr. Passman. You still had a 16 months’ supply of money, or were 
funded for 16 months, if you did not get any additional appropriatio 
in the entire area / 

Mr. Grant. Yes, sir. 

Mr. Passman. That was the amount of funds on hand ¢ 

Mr. Grant. That is right, sir, and the reason for the difference, or 
a principal reason for the difference, between the two regions is that 
while the Far East has a smaller technical cooperation program than 
we have in Latin America, the contract services component has run 
somewhat more than double that in Latin America and, as you know, 
we forward fund on the contract services: whereas, on «direct-hire 
technicians we pay the cost primarily in the year in which they are 
Incurred, 
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PERSONNEL 


Mr. Passman. What is the proposed number of personnel, United 
States, for fiscal year 1961 ? 

Mr. Arwoop. 889 for the noncontract. 

Mr. Passman. [have reference tothe U.S. employees. 

Mr. Arwoop. The total U.S. employed is 889. 

Mr. Passman. How about the contract employees ? 

Mr. Arwoop. That is 208. : 

Mr. Passman. How does that compare with the previous year ? 

Mr. Arwoop. That isa slight increase—S830 and 188. 

Mr. Murruy. A 79 increase. 

Mr. Passman. Whiy is it necessary to increase the number for 1961? 

Mr. Arwoop. Well, our program is increasing and the U.S. tech- 
nicians form a major aspect of our program in Latin America. Some- 
thing over 40 percent of the program, I think, is U.S. technicians. 

Mr. Passman. It is getting more difficult to borrow this money for 
these programs; and in view of the fact that you are funded for 9 
months—and this is more or less a payroll program—do you feel you 
could continue the program if you had as much funds for fiscal 1961 
as vou had for fiseal 1960? 

Mr. Arwoop. I do not think we could carry on the program effec- 
tively, Mr. Chairman. 


INCREASE IN LATIN AMERICAN PROGRAM 


Mr. Passman. Let us go back and see what you had in prior years, 
and see how fast this thing is growing. 

Mr. Arwoop. Well, it is $35.5 million in 1959 and it was $39 million 
in 1960 which, of course, inc Foting the OAS in each one of these, and 
$41 million for 1961. 

Mr. Passman. Even so, it just means that you are continuing to 
go up every | year. 

Mr. Arwoop. I do not think it has to increase the same proportion 
every year. 

Mr. Passman. But, that has been true. Is that not the pattern? 

Mr. Arwoop. The program in Latin America has increased. The 
program has gradually increased in Latin America. There has been 
a definite policy v todo that, Mr. Chairman. 

Mr. Passman. I believe you had $150 million in 1959, and we gave 
you every dime you asked for, and during that same year you deobli- 
eated $19 million, which is about 12 — or 13 } percent of the total: 
and each year this progr: im gets larger and the request is getting bigger 
and bigger. While it is getting bigger “the new technical aid program 
is coming into being, and it is a little disheartening; the program 1s 
supposed to be going back the other way. However, instead of 
reduction, there is an Increase. 

Mr. Arwoop. The policy v of the U.S. Government in connection with 
the technical cooper ition program in Latin America has definitely 
been to augment im keeping yr with the policy issued at the various 
meetings that we have had. 


Mr. Passman. But, you have another technical aid program im 
ith erica: doy ou not? 
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Mr. Arwoop. We have the Organization of American States which 
has a program which is entirely different from ours, and the U.N. has 
some technicians down there, but the U.S. biltateral program has been, 
I think, considered very successful in achieving the objectives of the 
U.S. Government. In each Inter-American Congress we have had at 

each meeting the high officials of the U.S. Government. have indi- 
cated that the real purpose and the real objective to achieve would 
be to, whenever it can be effective, provide this technical cooperation. 

Mr. Passman. Without taking into account where you are going to 
get the money to do it? 

Mr. Arwoop. No; I think we recognize that. 

Mr. Passman. We are not quarreling with you, but we expected this 
program to start back the other way, yet every year the request is get- 

ting higher. 

Mr. Arwoop. The TC program in Latin America is the real pro- 
gram. 

Mr. Passman. I imagine the other fellow will have the same justifi- 
cation and the same argument for his program; but it follows, never- 
theless, that you are asking for about $2 million more. 

Mr. Arwoop. That.is right, sir, but we will need more. 


ARGENTINA 


Summary of program by major cost component and field of activity 


[Dollars in thousands] 


Major cost component by fiscal year 





t component and field of activity | 
Actual, | Estimated, Proposed, 
fiscal year fiscal year | fiscal year 
1959 1960 | 1961 
Project assistance: | 
Na a i 63 184 270 
I cipants = eh ere Dt Bo tae NP nee -=| 207 | 209 | 370 
Contr actual services- EE SER ee EE ee ee el 240 415 
Supplies and equipment Pere ee ee Eee cael 60 65 26 
tribution to cooperative services... ......---...------- is sheik ncaa 
UO a a ie dig atu tained ns iain $3 $2 49 
ROCGl DCUIRET MRRRDOE Bn ccc anacvbainsdshwhunncn 5} R2A 1, 130 
Number ¢ { peop le: 
echnicians (on duty close of year): 
mple i 4 8 12 
{ tract. a ] 
DA Cn i eke : 4 18 
ticipants (programed during year): 
N¢ ntract - - 114 134 
( t 5 
Total part ts C 7 
| 
culture, for rv, and her q f 
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Mr. Passman. We get into the first country, which is Argentina, 
Kven though you had an increase in 1960, and you had a total 


1960 of $820,000, you are asking for $1,150,000 for 1961, or an increase 
of S310.000 7 

Mr. Avwoop. Yes, sir. 

Mr. Passman. In 1959 you had $363,000, Whiy is there such a tre- 
mendous Increase just In 2 years’ time inthis counts 2 

Mr. Arwoop. Mr. Ean you realize I am sure that the pro- 
gram in Argentina started in 1958 and 1959. It was after the Peron 
regime had gone out and the Argentine Government had taken, cer- 
tainly, the major steps which would make eoane ration with the U.S. 
Government effective, and it is considered to be in the interest of the 
United States to try and help this new government in Argentina 
which has done a great deal for itself, as you well know, in straight- 
ening out its economy and its social and politic ‘al setup. Therefore, 
we would expect this progr am to start, and it will increase pretty 
rapidly in these first 2 or 5 years. 

Mr. Passman. Do I understand that in this country in 1956, before 
we started the program, there was a gross national product of $180 
per capita, and it went up to $153, and then it went to $155, and in 
1959 it went back to 81767 

Am I reading those figures correctly | ¢ 

Mr. Arwoop. Yes, sir; I think so. The question of exchange rates 
and so on would alter the actual effect of those GNP figures and per 
capita figures, but it is not a country like Paraguay or Bolivia where 
there is not any real development. Argentina isa caput Which has 
had considerable development, but there are certain fields in which we 
are concentrating where we think cooperation would be effective and 
would be in the interest of the United States. We are not trying to 
go across the board in Argentina in technical cooperation. 

Mr. Passman. But it follows, nevertheless, that when you get into 
the countries, almost without exception, you are asking for more 
money, even for individual countries. 

Mr. Passman. As there are no new projects listed for this country, 
what is the basis for the increase of $310,000 above 1960 4 

Mr. Arwoop. Well, the projec ts which are de eee 3 in that coun- 
try, especially im the field of education and in the field of industry 
and training—business management, those aaa are beginning to 
really be effective now. 

Mr. Passman. Did you say earlier 

Mr. Atrwoop. Those programs are becoming effective, Mr, Chair- 
man, and, therefore, the size of the program is naturally going to in- 
crease. - 

Mr. Passman. With reference to any of these programs, do you ever 
tiry to start them back the other way ? 

Mr. Arwoop. We have discontinued a great many 
Latin America. 

Mr. Passman. But it follows. nevertheless. that you are asking for 
more money, and you are asking for $310,000 more for Argentina than 
you had in the prior year? | 

Mr. Atrwoop. Yes, sir. 
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NATIONAL BUREAU OF CIVIL AVIATION 


Mr. Passman. Would you comment briefly on this project for de- 
velopment of the National Bureau of Civil Aviation / 

Mr. Arwoop. Well, the project in civil aviation is carried on by our 
FAA, and it is developing an administrative organization within 
Argentina that can handle aviation. 

Mr. Passman. What is the project cost up to date / 

Mr. Arwoop. Obligations have been $362,000 through June 30, 1959. 

Mr. Passman. But what is the cost of it to date / 

Mr. Arwoop. By the end of 1960, you can add $215,000. 

Mr. Passman. Give us the total, if you will, please, sir. 

Mr. Arwoop. $577,000, sir. 

Mr. PassmMan. What amount are you asking for fiscal 1961? 

Mr. Arwoop. For 1961 we are asking for $201,000, 

Mr. Passman. Let us project this out to completion. What is the 
cost ¢ 

Mr. Arwoop. The cost of this project beyond fiscal 1961 is estimated 
at $215,000. 

Mr. Passman. Which would make a total cost of what amount 4 

Mr. Arwoop. $993,000. 

Mr. Passman. These partial payments are confusing if you do not 
project them to completion. 

When we have concluded these hearings, I am gomg to be afraid to 
put all these projected figures down. 


LABOR UNION TRAINING 


What type of training is provided under the project for labor 
union tramiung ¢ 

Mr. Arwoop. That is limited primarily to participants coming to 
the United States for training. It represents a total of $40,000. Of 
that $35,000 is for noncontract participants coming to the United 
States. 

Mr. Passman. That is just bringing them here, and they are ex- 
posed to our labor unions, and they are told how to organize / 

Mr. Arwoop. That is part of the program—to be familiar with our 
labor unions, and part of it is to receive training and background im 
free labor union organizations and the functions of labor unions. 

Mr. Passman. We are just about getting into every activity down 
there, 

What has this program cost to date / 

Mr. Grant. The total Argentina program / 

Mr. Passman. The labor union training progran 

Mr. Arwoop. The total cost has been $21,000, 

Mr. Grant. It was $21,000 in fiscal year 1960 and they started in 
fiscal year 1960. 

Mr. Passman. You are asking for 840,000 for fiscal 1961. 

Mr. Grant. And, then, for all subsequent years it is $150,000, for 
a total cost of $211,000. 

Mr. Passman. Is this starting off with just a down payment of 
821,000, and the project at the end is $211,000 Do you actually think 
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you are doing one bit of good so far as getting better production, and 
helping develop the country, just by bringing these people here and 
teaching them something about our labor union training? 

Mr. Arwoop. I do, sir. 

Mr. Passman. That is your answer. 

Mr. Atrwoopn. I think the labor problems in Argentina are certainly 
the fundamental problems in trying to set up a productive economy. 

Mr. Passman. But, they got the fringe benefits through legisla- 
tion down there; did they not ? 

Mr. Arwoop. They have by law, but they are not familiar with the 
principles of productivity in terms of wages and wages versus pro- 
ductivity and the management-labor relations and that sort of thing. 

Mr. Passman. Would not management give them a little assistance 
in teaching some of those technicians ? 

Mr. Arwoop. Management has done it and management has coop- 
erated. There is a program in management here which includes that 
sort of training. 

Mr. Rnopes. I just wondered if the labor leaders who come here 
are learning anything from our labor leaders as to the fact that it takes 
investment. of capital to provide jobs, and if capital does not have a 
free climate, it will not be invested. That seems to be one of the 
biggest troubles in Argentina, as I understand it. There has been 
complete domination by organized labor of the economy, and many of 
the industries have not had any money to plow back into capital. 
Their industrial plant has deter iorated. These same people that you 
are bringing over here are—from what I understand—at least par- 
tially responsible for the difficulties in which Argentina finds herself. 

Mr. Arwoop. I think that is fairly true—that labor under the 
Peron regime did a great deal to hold back any productive develop- 
ment in Argentina and held back private enterprise and did not un- 
derstand it. But, I think to some extent the program that we have 
been carrying on, and other programs, have helped to bring Argentine 
labor to appreciate the need for investment and to have labor go along 
with the President’s determination to have American and foreign 
private oil companies come in and develop the oil resources of Argen- 
tina is really a major shift in the philosophy of labor and business 
in Argentina. T think the training here has helped to bring labor 
along and have labor understand certain of these economic improve- 
ments that the Argentine Government has carried forward very suc- 
cessfully. If we have played a part in that, I think it is pretty im- 
portant because without labor they c annot go forward with the com- 
monsense program of the President of Argentina now or the Argen- 
tine Government. 

Mr. Rnopes. I would certainly agree with that. 

Have you had any opportunity to evaluate the end product of this 
training program—whether the trainee actually does anything better 
than he did before or whether he understands the Argentine economy 
better than he did when he came un here? 
Mr. Atrwoon. IT, personally, have not had an opportunity, but I 
ave just finished reading some of the reports of the National Com- 
mission that went with the President on his trip, and Mr. Knight 
of the American Federation of none talked with a good manv of the 
bor leaders and labor eroups down there and I eathered that he felt 
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that there was increased understanding of the need for private in- 
vestment and the need for productivity, rather than just high wages. 

Mr. Ruopes. How many of these people have we brought up here 
under this program ? 

Mr. Atrwoop. Not very many so far. 

Mr. Grant. This started in fiscal year 1960—the current fiscal 
vear—-and a total of 6 people for 1960 and then an additional 10 in 
fiscal year 1961. 

AVERAGE COST OF PARTICIPANTS 


\[r. Riropes. What would be the average cost ? 

Mr. Grant. If you take the 10 for fisc al year 1961 and the figure 
is $35,000, it would come to about $3,500 cost to the United States 
for each participant. I believe the Argentines pay international 
travel. 

Mr. Ruopves. How long do they stay here? 

Mr. Arwoop. The usual thing is 4 to 6 months. It varies. 

Mr. Passman. You have a very substantial program underway here 
for agriculture, forestry, and fisheries, livestock improvement, ani- 
mal nutrition, and so forth. 

It is my recollection that at one time we brought experts from Ar- 
gentina to teach us something about increasing the weight of our 
animals to be butchered for beef. 

Mr. Arwoop. That is correct. That is one of the tragedies of the 
Peron reoime in Argentina, that their breed was annihilated, and 
they are trying to come back. 

Mr. PassMAN. So these people who were brought here to train us 
went back and forgot the art / 

Mr. Arwoop. Not only forgot it, they were forced out of the coun- 
try and it is a new group that is trying to develop the art in Argen- 
tina. 

LABOR TRAINING PROGRAM 


Mr. Gary. What do you do with these labor people when they 
come in? 

Mr. Arwoop. The program is arranged differently for different 
groups, but the general program for labor people coming up from 
Latin America would be to have a period of a month or “two in an 
actual course in Puerto Rico and then they come up and have training 
at St. Johns University or American University in labor problems 
and labor-management relations. 

Mr. Gary. What training do they get in Puerto Rico? 

Mr. Arwoop. We have a labor training program in Puerto Rico 
which is a very fine program. 

Mr. Gary. Carried on by whom ? 

Mr. Arwoop. By the Puerto Ricans. 

Mr. Grant. Sir, this provides training to Argentine participants 
in labor relations, industrial safety, and wage-and-hour law admin- 
istrat 1on. 

Mr. Gary. And you have a training school in those subjects in 
Puerto Rico? 

Mr. Arwoop. Yes, sir, and a very successful one. 

Mr. Gary. And it is run by the Puerto Ricans? 
Mr. Arwoon. Yes, sir, 
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Mr. Gary. And then you bring them here and put them in St. Johns 
or American University ¢ 

Mr. Arwoop. Yes: and they also have the opportunity of visiting 
the industries and getting information in the exact fields in which 
they are personally concerned. In other words, they spread out and 
have a chance to be trained in the specific fields in which they are en- 
waged, whether in statistics or in whatever field it may be. 
~ Mr. Passmayx. Do they visit with the labor organizations in 
country ¢ 

Mr. Arwoop. Yes: they do. 

Mr. Passman. With H: arry Bridges and Jimmy Hoffa? 

Mr. Arwoop. They usually visit six or eight representative unions 
and also in their place of work. 


our 


SUPERVISION OF TOURS 


Mr. Passman. Are they supervised during the tours / 

Mr. Arwoop. These tours are arranged by the De »partment of Labor. 
Mr. Passman. Are they supervised when they 
Mr. Arwoop. It is supervised. 

Mr. Passman. Thank you. Mr. Gary. 


Mr. Gary. I have no further questions. 
Mr. Passman. Mr. Rhodes ¢ 


visit these places? 


COLUMBIA UNIVERSITY CONTRACTS 


Mr. Ruopres. You have two contracts with Columbia U 
Are these contracts for Instruction in the United States 7 

Mr. Arwoop. This is to perform a service in Argentina to introduce 
industrial engineering and business administration into the University 
of Buenos Aires. We have done this in several Latin American 
countries and it is a thing that is characteristic of Latin American 


universities that they do not have courses of instruction or training 
in the fields of business administration. 


niversity. 


engineering, and the basic 
sciences, and we are cooperating with those universities that are 
desirous of training people for modern 


business life and modern 
economy. 


The University of Buenos Aires, that has 75,000 students, 
I guess, has determined to try to set up courses in business adminis- 
tration, industrial engineering, and economics. This 
enable American universities to help them. 

Mr. Rroprs. Could we get the names and salaries of the personnel 
employed under these contracts ¢ 

Mr. Arwoop. I can get these, but these contracts are not signed and 
underway yet. The Columbia University professors have been in 
Buenos Aires working on this program. 
started. 


project is to 


Certain ones have been 
We can get you the names of the people involved in this. 


Mr. Riopes. I notice under the column “New or continuing” there 
isa “C” back of these two contracts, which indicated to me the »y were 
continuing contracts. 

Mr. Arwoon. They are continuing but the actual contracts for set- 
ting up the program and the professors going down there I do not 
think have been completed. The Director of our program in Argen- 


tina was up here discussing the matter with Columbia, and ( ‘olumbia 
has had survey contracts. 
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Mr. Granr. Sir, the first funding on this utilizing fiseal year 1960 
funds was for a survey contract with Columbia University totaling 
86.900. This was entered into on February 25 and is to be completed 
on May 31 of this vear. 

Mr. Ruoprs. Was there anything in the hearings last year before 
this committee that indicated those contracts would be entered into? 

Mr. Arwoop. Lam not sure whether the contracts as such were men- 
tioned. I think the general character of the program was mentioned. 


DEFINITION OF “NEW” AND “CONTINUING” PROJECTS 


Mr. Ritopes. Mr. Chairman, I think we should get a definition 
from somebody in ICA as to what they mean when they say “new” 
and what they mean when they say “continuing.” 

Mr. Passman. I think it ‘depends entirely on the witness being 
exunined as to the interpretation. 

Mr. Ruopes. It is in me book and there must be some eriterion for 
characterizing a project as “continuing” or “new. 

Mr. Meurpry. Mr. adden, we tried to clarify it by adding that 
column. Earlier in the day we had a question raised where we showed 
continuing” on a project and there was some discussion about it at 
that time. I could not help think at dinnertime what would have 
been the discussion if we had put an “N” and the committee had dis- 
covered money under another account on the same project had been 
expended. 

Mr. Passaan. You do understand, do you not, that any funds out 
of the contingeney fund or out of deobligated funds may be used to 
initiate new programs that you had not in the previous year cliscussed 
with this committee / 

Let the gentleman answer. Can you take deobligated funds and 
initiate new programs without jus stify ing them before this committee 4 

Mr. Arwoop. Not if they are br: andnew outside the character of the 
program presented to Congress. 

Mr. Passman. You do not have to come before this committee or 
the Senate Appropriations Committee. I believe the Inspector Gen- 
eral will tell vou the law is broad enough that you can take deobligated 
funds and you could have 600 new projects and list them as continuing 
projects, and then the camel’s nose is under the tent. 

Is t] hat correct, Mr. Inspec tor General ? 

Mr. Murrny. Yes,sir. 

Mr. Passman. I know you are a fine man, and I wanted you to know 
that, z 
} Mr. Arwoop. Iam glad to know it, but that is not the general pol- 
t+ icy we have followed for Latin America. 

Mr. Murriy. Continuing on this discussion, I think the fair way to 
say it is if you see an “N” in the column it means we have never done 
anything in that activity before and we are proposing it as a brandnew 
activity in 1961. 

A*“C” means we have started that particular projec t, although may- 
be in 1961 we are entering into a brandnew phase of it, maybe signing 
acontract for the first time, but the “N” means a brandnew start. 

Mr. Gary. Using funds in technical cooperation, but before funds 
had been supplied from another account 7 
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Mr. Mcreuy. No. That is what got us in difficulty this afternoon, 
vee were using technical cooperation funds for the first time but it had 
a “C” because it had been started under defense support. 

Mr. rARY. You are transferring the activity from one fund to 
another ? 

Mr. Murpny. Yes. 

Mr. Ruoprs. Off the record. 

( Discussion off the record.) 

Mr. Arwoop. I believe my answer correctly describes our general 
rule in Latin Americ: 


ATOMS FOR PEACE PROGRAM 


Mr. Ruopes. Just one more question about the atoms for peace 
program. Isthis item fora reactor, or for training ¢ 

Mr. Arwoop. It is for training. 

Mr. Ruopes. Is there a reactor in Argentina now ¢ 

Mr. Arwoop. In fiscal year 1959 there was a program, atoms for 
peace, and an equipment grant of $71,400. 

Mr. Ruopes. Is that in the atoms for peace program ? 

Mr. Arwoop. Yes. 

Mr. Passman. That is not a reactor, though. 

Mr. Arwoon. It is for a cobalt-60 telether: apy labor: atory at Buenos 
Aires and a medical radioisotope laboratory at Buenos Aires. 

Mr. Ruopes. What will you do with this money, $36,000? T notice 
$8,000 is for technicians, $25,000 is for noncontr act participants, and 
$5.000 for participants. 

Mr. Arwoop. This is for training people in the field of nuclear 
physics. 

Mr. Rroprs. Do you know how many you will bring for training 
with this amount ? 

Mr. Gra». It is proposed to train nine scientists through fiseal year 
1961. This is marked “Continuing.” 

Mr. Ruopes. This is marked “Continuing.” There must have been 
money in it before ? 

Mr. Arwoop. $20,000 for 1960. 

Mr. Rnopes. That is all, Mr. Chairman. 


UNEXPENDED BALANCES 


Mr. Passman. Of the total amount in technical aid. what will be 
the unexpended balance as of June 302 

Mr. Grant. This is worldwide? 

Mr. Mvrpny. $176 million, and that includes the OAS item and 
alsothe U.N. item. 

Mr. Passman. Let us get the bilateral. 

Mr. Rers. $158.811.000. 

Mr. Passman. You estimated $158 million, which is more than 1 
year’s funding of this account. 

None of the requests for fiscal 1961 has gone far enough that there 
is any obligation on the part of the U.S. Government ? | 

Mr. Atwoop. Not an obligation. no. They have been discussed. 


— 
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Mr. Passman. They have been discussed; but if the Congress, in 
its wisdom, should cut the program back, believing it will be hard to 
borrow the money to keep it going, there is no harm done ¢ 

Mr. Arwoop. Noso far as reneging on an obligation. 

Mr. PassMan. That is what we are interested in. 

Mr. Arwoop. I would question whether no harm would be done, but 
we would not be reneging on an obligation. 

Mr. Passman. I think you had better get prepared to face a cut, 
because I think Congress might do some trimming. 

Mr. Arwoop. We will do the best to car ry on a program in whatever 
manner the Congress indicates. 

Mr. Passman. Thank you, gentlemen. We shall recess until 10 
o'clock tomorrow morning. 


Tuespay, May 10, 1960. 
Mr. Passman. The committee will come to order. 


CONTRACTS WITH AMERICAN INSTITUTIONS 


Yesterday we were discussing contracts. I should like, if I may 
take just a few minutes, to see if the information I have is accurate. 
As of March 31, 1960, there was a total of 676 contracts with American 
institutions ; né se industrial and technical contracts, capital proj- 
a. university contracts and nonprofit, individual and institutional, 
contracts. 

Industrial and technical contracts, 104 in number at $38,920,618. 

Capital projects, 55 in number at $189,727,584. 

University contracts, 183 in number at $101,206,115. 

Nonprofit (individual and institutional), 335 in number at $17,772,- 
373. 

Again, total contracts 676 ; cost, $347,626,690. 

Are those numbers and dollars correct, according to your records, 
sir ¢ 

Mr. Grant. Those are correct descriptions of the technical service 
contracts in operation under defense support, special assistance, and 
technical cooperation as of March 31, 1960, and include the contracts 
within the United States as well as outside. 


UTILIZATION OF TECHNICAL SERVICES CONTRACTS FOR CAPITAL PROJECTS 


Mr. ae AN. I have here a mimeographed sheet prepared, I pre- 
sume, by the ICA, and at the top of the page it shows “Technical serv- 
ice contracts in operation.” Ts that correct? There is no capital ex- 
penditure. These are technical service contracts in operation. 

Mr. Grant. This states “Technical service contracts in operation,’ 
but as you will notice, sir, it includes 55 contracts for capital projects. 

Mr. Passman. Is that still under technical service contracts ? 

Mr. Grant. These would be, as I understand it, technical service 
contracts that are directly related to capital projects; therefore, they 
could be associated with major capital projects under DS where the 
capital funding—— 

Mr. Passman. You would not do the actual capital funding out of 
thisamount. This deals with technical services; is that correct ? 
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Mr. Grant. Technical services is an internal term in ICA which 
covers the provision of technicians for a wide variety of purposes for 
all categories of our program. 

Mr. Passman. If you were opening up a bank in Taipeh capitalized 
at $100 million, then you could not use any part of this item here for 
the capital structure; could you?) We want to know whether this is 
eapital for a country for a project such as a bank, or whether it is 
technical services. 

Mr. Gran. It is my understanding that this includes the technical 
services that are associated with a variety of projects. 

Mr. Passman. You will never know how much I appreciate that 
answer. 

Mr. Grant. It is my understanding it would not include the capital 
costs per se. 

Mr. Passman. It istechnical. Iam glad that we have finished that 
this morning. 


ESTIMATED AND ACTUAL UNEXPENDED BALANCES OF MSP FUNDS 1957-59 


I want to ask the Inspector General a question, if | may. You pre- 
pared a a statement in pre vious vears showing the unexpended funds 
to cawaetlit of the mutual security program, by programs. Last year 
the recapitulation changed after the close of the fiscal year on June 30, 
and the amount, if I remember correctly, increased over the previous 
estimate, 

We should like to have the gentleman, if he would, do a bit of re- 
cenrch and ascertain if it is not correct that for the last 3 years the 
tinal figure of unexpended funds at the close of the fiscal year actually 
exceeded the prior estimate. This year you are now estimating that 
the unexpended funds on June 30 will be S4.714 cong Well do we 
understand how difficult it is to estimate these funds, but as the ree- 
ord may disclose that in the past you have underestimated, rather 
than overestimated, the amount of unexpended funds, we are asking 
the question so we may know whether this would be subject to a revi- 
sion after June 30, or whether we could accept this figure this time 
asa firm figure, when we start discussing the unexpended funds. Will 
you do a little research for us on that 4 

Mr. Murpny. I will be glad to. [am sure we could not characterize 
that now asa firm figure, because it 

Mr. Passman. Not firm. Would the gentleman go back to his 
original records and ascertain whether or not in the past 3 years if 
your estimate has not gone up when you actually closed on June 30! 

Mr. Murrnuy. Yes. 

Mr. Passman. If that be true, and if the gentleman is able to con- 
firm that statement, then maybe we could gamble a little bit and revise 
this upward in order to know about what we would have. Will you 
check into that for us? 

Mr. Murpeny. Yes. 


(The information requested follows :) 
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Mr. Passman. We are pleased to have with us this morning the 
Honorable Roy R. Rubottom, Jr., Assistant Secretary for Inter- 
American Affairs. Do you havea statement to make to the committee, 
sir / 

Mr. Rusorrom. I do have a statement. 

Mr. PassMan. We shall be pleased to hear from you on the mutual 
security program for Latin America. 


GENERAL STATEMENT ON Muruat Securtry Procram ror Latin 
AMERICA 


Mr. Rusorrom. Mr. Chairman and members of the committee, it is 
my privilege to appear before this committee once again in support of 
the mutual security program for Latin America for fiscal year 1961. 
Since this is my first appearance this year before this committee, 
should like, with your indulgence, to indicate briefly the extent of the 
total program we propose and then to provide a short summary of the 
rationale behind our aid to Latin America. 

Weare proposing to the Congress a bilateral program totaling $39.5 
million for technical cooperation, $23.1 million for special assistance, 
and $49.1 million in grant military assistance. Comparable figures 
programed for fiseal year 1960 are $37.5 million for technical assist- 
ance, $24.8 million for special assistance, and $44.1 million for grant 
military aid. 

In addition to the grant military assistance, we plan to finance credit 
purchases of military equipment and services in amount of $18 million. 

For our multilateral progr om we are proposing the customary ap- 
propriation of $1.5 million for the technical assistance program of the 
Organization of the American States with the proviso that our actual 
contribution from this amount will not exceed 70 percent of total 
contributions made by member countries. 

With regard to bilateral technical cooperation and special assistance, 
I should like to call vour attention to the fact that whereas we are 
requesting an increase of $2 million for the former, over the actual 
level for fiscal year 1960, this is very nearly offset by a reduction of 
$1.7 in the latter, for a net increase of only $300,000. 

As you gentlemen are aware, I returned several weeks ago with the 
President, whom I had the honor, to accompany on his recent visits to 
four South American Republics, and I can assure you that my impres- 

sions gained from the trip are, and will long continue to be, most vivid. 

The trip was especially impressive due to the manner in which it 
demonstrated, notwithstanding activities of occasional unfriendly mi- 
nority groups, the very deep reservoir of good will toward the United 
States which exists in Latin America in all strata of society. Members 
vf the official party were also impressed, as we have become increas- 
ingly impressed during the past several years, with Latin American 
people’ s determination to improve their economic and social condi- 
tions. This was summed up by President Eisenhower when he said 
that they know that “poverty is not inevitable.” 

The Latin American Republics are expending great effort to carry 
out their part in this evolutionary process. However, the encourage- 
ment which can be provided by the United States. especially in the 
fields of technical cooperation, economic development, and credit as- 
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sistance, is essential to help them achieve the rate of progress in devel- 
opment which they require if “evolution and not revolution” is to 
characterize Latin America in the next few crucial years. 

I do not believe that I have to dwell at great length before this 
committee on the importance to us of Latin America, strategically, 
culturally, as a major market for U.S. goods, and a principal supplier 
of many basic commodities; and for its invaluable support in inter- 
national affairs. You are, of course, thoroughly conversant with these 
aspects of our mutual relationship. I should like, however, to stress 
the value of continuing friendship for and cooperation with us on the 
part of the Latin American Republics in general. This takes on 
especial importance when viewed in the light of recent developments 
in the area which have brought into clearer focus the growth of 
Soviet political influence and trade blandishments. 

[ have long believed, as I think many of you may have, that an 
effective technical and economic assistance program has been and 
continues to be our principal tool for helping our friends attain im- 
proved living conditions and social standards without sacrificing the 
dignity of the individual, the right to freedom and the protection of 
the underprivileged. This is the positive cure for the infection of 
communism. The value of our technical cooperation program in 
training technicians for the improvement of public institutions and 
the furtherance of economic planning, as well as in the important fields 
of public health, education, and agriculture, has been widely acclaimed 
by Latin American leaders. 

We feel, however, that there is another significant benefit which 
we and our Latin American neighbors derive from this program. 
That. is the opportunity which it provides for the creation of interna- 
tional friendships at the practical working level, and for the free 
exchange of ideas and appreciation of each others customs. This 
factor assumes special significance in those countries in which our 
diplomatic relations may have suffered deterioration or in which dem- 
ocratiec processes are not as fully developed as in the United States. 
In such cases, we are nevertheless able to demonstrate at the popular 
level our friendship for the people and our willingness to cooperate 
to help them achieve the positive benefits of modern technology and 
the reasonable expectancy of a fuller life. 

Governments may come and go but the people of Latin America 
continue to strive for an improvement in their food supply, in their 
housing, in their educational facilities and in their environmental 
sanitation. Technical cooperation provides concrete evidence of our 
willingness to help them attain these objectives. 

We wish to use special assistance sparingly in Latin America but 
recognize that for both humanitarian and political reasons its use 
will continue to be required from time to time under conditions of 
special urgency. At the present time, special assistance is being util- 
ized in Latin America primarily to assist in stabilizing the situations 
in two countries in which a combination of economic and _ political 
factors had brought them close to the brink of chaos. 

The two countries to which I refer are, of course, Bolivia and Haiti 
and I believe that you are generally familiar with the economic and 
social conditions prevailing in those countries. Both are suffering 
from low productivity and low prices for their principal export com- 
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modities, and continue to be plagued by depleted monetary reserves 
and balance-of-payments problems. We are hopeful, and have so 
told the Congress, that we can gradually reduce our special assistance 
to these two countries. We are anxious to do so. However, for the 
time being, we feel that it is essential to continue this form of aid at 
the level set forth in the presentation book. 

I have mentioned above our military assistance requirements for 
Latin American countries during fiscal year 1961. These will later 
be discussed in greater detail before this committee by representatives 
of the Department of Defense. In my opinion, however, the proposed 
milits ary program is the minimum we require to meet our commit- 
ments and promote the i important objectives which the program serves. 

The program we plan to continue during fiscal year 1961, pursuant 
to section 105 of the Mutual Security Act, is exclusviely in support of 
a relatively small number of military units which participating coun- 
tries have agreed to maintain for the performance of collective de- 
fense missions under the Rio treaty. The number of Latin American 
units we are supporting for this program is relatively small. In no 
country are we supporting more than one-sixth of the total personnel 
strength of the local armed forces. From this maximum, the per- 
centage of U.S. supported forces ranges downward to a low of 2 
percent. 

It was proposed by some Members of the Congress last year that we 
terminate our grant program, or drastically curtail it, and put the 
proceeds into support provided an inter-American defense force to 
be utilized, when determined necessary by the Council of the Organiza- 
tion of American States, to maintain the security of the hemisphere 
against internal threats to the peace. The feasibility of establishing 
such a force is now under study within the executive branch of the 
(yovernment. However, if we should decide that such a force would 
be in the best interests of the inter-American system and the United 
States, the political and military merits of the proposal would have to 
be considered fully and favorably by other members of the Organiza- 
tion of American States. Such a force could not be established 
within existing inter-American arrangements but would require the 
conclusion of new international agreements at an appropriate inter- 
American conference. In view of the political and military com- 
plexity of establishing a force acceptable to all members of the inter- 

American communty, I frankly see very little prospect of the proposal 
being adopted and put into effect during fiscal year 1961. 

It should be recognized that the units which we are assisting coun- 
tries in this area to develop, through the grant-aid program, constitute 
regional forces in being which may be utilized, with the authorization 
of the local government and pursuant to procedures prescribed in the 
Rio treaty, to assist In maintaining peace from threats arising inside 
as well as outside the hemishpere. 


OFFSET OF CONGRESSIONAL REDUCTIONS BY BUDGET INCREASES 


Mr. Passman. Thank you very much, Mr. Secretary. The hear- 
ings this year have been rather lengthy and complicated, and I might 
say to a very large extent disappointing. Over the years we have 
gained the impression that this was a program which would gradually 
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yhase out, but instead it is becoming more costly: it is more diversified 
and harder to cope with. The committee is having its disappoint- 
ments. We try to extend every courtesy to the witnesses, but we are 
still endeavoring to run down the source of a statement reported 
to have been made by the State Department. I will read an excerpt 
from an article that appeared in the Wall Street Journal, November 2, 
i959. It is captioned, “Treasury, State Department Battle Looms 
Over Foreign Aid Outlay in New Budget.” The article continues: 

State Department, which oversees both economic and military aid, is pressing 
for a larger request, officials disclose, on the ground that congressional paring 
may reduce the lower aid request to dangerous levels. 

If Congress follows its usual pattern of slashing administration aid requests 
by 10 to 20 percent, the $3.2 billion request to Congress would produce well 
under $3 billion of new spending authority. 

This article is taking on new significance, because if we go back to 
liseal year 1958 the budget request amounted to only $3,386,860, but 
the Congress in its wisdom removed some of the fat; so in the fiscal 
year 1959 they increased the request to $3,950,092,500, Again we made 

areduction, so in the fiscal year 1960 the budget request came down for 
$3,921,600,000, and at a subsequent date you had a supplemental re- 
quest for the Development Loan Fund. Again the Congress, in its 
visdom, reduced the amount, so this year we get the budget request 
for S4.175 billion. So when we check back over the President’s re- 
quests and the reductions we have made and the high request this 
year, and tie it In with the Wall Street Journal statement, it causes us 
some concern when more and more we press the witnesses for infor- 
mation that would justify it on an economic basis. They run behind 
the old political skirt, and say it is largely political. That has popped 
up this year, in all probability, 10 or 15 times more than in previous 
vears. 


POLICY OF OFFSETTING BUDGET DECREASES BY BUDGET INCREASES 


I have never agreed that two wrongs make a right, but that is just 
ily opinion. You say in your statement: 

With regard to bilateral technical cooperation and special assistance, I should 
like to call your attention to the fact that whereas we are requesting an in- 
crease of $2 million for the former, over the actual level for fiscal year 1960, 
this is very nearly offset by a reduction of $1.7 in the latter, for a net increase 
of only $300,000. 

So that causes the committee some concern, to justify an increase in 
ohe category simply because you were able to show a decrease in some 
other category. We wonder if you would like to comment briefly on 
that. It is my own opinion that that within itself does not justify an 
increase In technical aid; simply because you were able to make a re- 
duction in some other item. 

Mr. Rusorrom. Mr. Chairman, we apprec late, of course, your con- 
cern in trying to maintain the appropriations for these tec hnical co- 
operation and related programs at a minimum cost, taking into ac 

count the best interests of the United States. We do not, to use your 
own words, justify an increase in one by deliberately setting out to 
seek a decrease in the other. But after a very careful study of the 
programs, based on consultation with the missions in the field, and 
taking into account the cumulative experience and wisdom of those 
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of us back here working with the programs, this happened to be the 
net effect. So we did invite your attention to it. I do not think that 
we are trying to justify an increase in one by just deliberately cut- 
ting the other. 

Mr. Passman. You endeavored in your statement to firm up the 
position, did you not, by not apologizing, but stating you were asking 
for an increase; and, using your own words, you say 


I should lik« to call your attention to the fact that whereas we are requesting 
an increase of S2 million for the former, over the actual level for fiscal year 
1960, this is very nearly offset by a reduction of $1.7 million in the latter, for a 
net increase of only $300,000. 

So I suppose the readers of the record can interpret it as they see 
fit, but to me it would appear it was an attempt to apply the savings 
in one category to justify an increase in another. 


EMPHASIS PLACED ON POLITICAL VALUE OF AID RATHER THAN ECONOMIC 
NECESSITY 


Now, on page 4 of your statement you say : 

We wish to use special assistance sparingly in Latin America but recognize 
that for both humanitarian and political reasons its use will continue to be 
required from time to time under conditions of special urgency. 

Again we find, as I said a moment ago, there is being more em- 
phasis placed on the political value of the aid, rather than any jus- 
tification on an economic basis. I wonder if you intended to convey 
that thought, inasmuch as you tend to stress political reasons? I be- 
lieve the American taxpayer, the people who are having to borrow the 
money to keep this program going, should know. If it is going to be 
developed that in reality we are doing it for political reasons, I think 
the sooner it is made known to the people the better it will be for all 
of us. 

I wonder if you could tell us how much of the help we are giving 
under this program is for political reasons, and how much is to help 
the underdeveloped people from the standpoint of humanitarianism?! 

Mr. Runorrom. In an effort to be brief, Mr. Chairman, perhaps the 
word “political” there has oversimplified the expression which I think 
takes into account all of the foreign policy reasons on which the 
United States bases a program of this kind. Certainly “political” is 
one. It is a very broad term. Economic, perhaps, although broad, 
is a little bit more precisely connoted to the average person. Military 
factors, as well, enter into the use of the word “political” there. I 
will not undertake to try to break down the amounts as to how much 
was humanitarian and how much was due to political, economic, mili- 
tary, or security reasons. 

Mr. Passman. You are perfectly fair about that. I bring it up for 
another reason. Heretofore the justifications have possibly been in a 
different vein. Last year, and it could have been the year before, it 
was brought out before our committee that you had a leader of one 
small nation who became somewhat impressed with these modern 
fighter planes that we had. I think they cost us well over $1 million. 
He wanted 12 of them. There was no justification for it. He re- 
peated that he wanted them, anyway. So they said they planned to 
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provide them on a pes al basis. I think off the record we said, 
“Well, what can he do with them?” The reply was, — 

I do not know enough about our foreign policy to be able to fioure 
out what part is political, and what part can be justified on the basis 
of economic help, or what part will be used to develop the economy of 
these countries. I think somewhere down the line this committee 
would be entitled, even though we have had witnesses before the 
committee who confessed they did not have enough interest in what we 
recommended to read our own reports, to have separated the political 
from the outright economic and technical aid. I think I could do 
my job on the committee better if I had some way of knowing. We 
had one witness who finally stated for the record it was all political. 
Do you think we shall eventually be able to know what part actually 
is for political reasons, and what part is for humanitarianism and 
economic reasons ? 

Mr. Rusorrom. I think that if we simply explained that the special 
assistance programs, indeed all the mutual security programs, are 
deemed to be in the best interests of the United States—interests 
which include political, economic, security, and humanitarian fac- 
tors—that that would be the best justification we could make for it. 
Asa taxpayer myself that is the approach I take. 

Mr. Passman. So, according to that answer, there will be no way 
we will ever know what part goes strictly for polit ical pur poses, and 
what part is to help these people develop to a point that they can 
enjoy better standards? 

Mr. Murpny. If I may, since I am the witness that you adverted 
toa minute ago. What I recall saying, and I would be glad to check 
the record and see if it is different, was that basically the decision 
to extend assistance in all cases was a primary political decision. 
This does not mean that having made a political decision to extend 
assistance that you cannot from that point decide whether assistance 
will be of the military or economic variety, or both, and used efficiently 
and effectively for military secur ity and economic development pur- 
poses within the context of a decision which basically was a political 

decision to extend assistance. Unfortunately we cannot take these 
programs and put a dollar sign on the portion that is political, or the 
portion that is economic, or the portion that is military because they 
just do not lend themselves to that kind of a breakdown. 

Mr. PassmMan. You mix it all together ? 

_ Mr. Murreuy. There is a mixture, I would submit, Mr. Chairman, 
inevery program, of the considerations that the Secretary has pointed 
out—the political, the economic, including humanitarian and the 
military as you go around the world in these programs, 

Mr. Passman. But you say specifically : 

We wish to use special assistance sparingly in Latin America but recognize 
that for both humanitarian and political reasons its use will continue to be 
required from time to time under conditions of special urgency. 

We were just trying to ascertain if we could not separate what 
part is a handout for political reasons, and what part is based upon 
humanitarian reasons or economic reasons. That is all we were try- 
ing toestablish. If we cannot establish it 
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Mr. Murriuy. I am afraid we cannot. The best we can say is the 
overtones in some programs are heavier on the political side than in 
others. 


EXTENT OF AND BASIS FOR PROGRAM OF MILITARY ASSISTANCE 
IN LATIN AMERICA 


Mr. Passman. Is our military assistance plan for all of the 21 Latin 
American countries? Do you have the military program for all of 
them / 

Mr. Rusnorrom. Our military assistance program in Latin America 
is based on bilateral military agreements with 12 countries, and those 
agreements are designed to support the hemisphere defense program. 
Actually all 21 of the American Republics are a part of the Inter- 
American Defense Board which helps to work out the plans, but we 
have bilateral agreements calling for grant programs in only 12 of the 
countries. Now, 2 of those have been curtailed virtually to the point 
of disappearance so we actually have only 10 of these programs. 

In addition to the grant programs, we have a program providing 
eredit for certain military purchases. 

Mr. Passman. Of course. There are those who believe these peo- 
ple would be a lot better off if we did not give them these military 
weapons, but should help them establish a stronger economy, and raise 
their standard of living. 

Mr. Runorrom. Mr. Chairman. I think in no way should this pro- 
gram be interpreted as constituting an endorsement by the United 
States of excessive military expenditures on the part of our Latin 
American friends. We actually believe in a number of cases they 
could reduce their expe nditures without end: angering their security. 
In many respects we have used our own influence, I think, to try to 
help them maintain their defense forces at what might be considered 
a relatively modest scale. Ou the other hand, they are sovereign 
countries; they have their own pride and prestige, and they think at 
times that their security could be affected by external as well as in 
ternal threats. We have had cases as you well know, where we have 
refused to sell equipment to countries and they have gone out and 
bought the equipment elsewhere. I suggest for the consideration of 
the committee that it is in the interest of the United States to main- 
tain a certain position of influence, from a military and _ security 
standpoint, in this hemisphere, and not have that place taken by 
others. Presumably they might be friendly powers, but in some ex- 
treme cases they might not be. 

Mr. Passman. I thought our President indicated they were reach- 
ing the point that they could let up on military, and put more stress 
on the economic development ¢ 

Mr. Rusorrom. He certainly did. We have encouraged the P resi- 
dent of Chile, seconded by the President of Peru and others in the 
hemisphere, in going ahead with a program of arms limitation. We 
have backed that proposal in the Organization of American States 

Mr. Passman. It follows, nevertheless, that the estimated cost of the 
inter-American defense support is less than the present military as- 
sistance program. 


| 
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Mr. Reusorrom. It could be, Mr. Chairman. It would depend upon 


the size and the character of the force, but we have had a certain 


mount of adverse reaction around the hemisphere to that proposal. 
Even if we were to determine that we could back such a proposal in 


our own interest it would still have to be acceptable to the other 


sovereign members of the Organization of American States. 
[REND OF BALANCE OF TRADE WITH LATIN AMERICA AND WORLDWIDE 


Mr. Passman. Do we have a trade deficit with Latin America as 
of last vear ¢ 

Mr. Rusorrom. Normally the exports and imports have been very 
lose to balance. 

Mr. Passman. I am talking about last year, because we find that 
h many of our former strong markets we are running a deficit. 

Mr. Rusorrom. I think there was a hight deficit last year. FE xports 
were approximately $3.5 billion and imports were approximately $3.6 
billion, which is a rather modest figure. 

Mr. Passman. It follows, nevertheless, that we had a trade deficit 
with Latin America last year. 

Mr. Rusorrom. Approximately $100 million. 

Mr. Passman. If we take out the agricultural sales, that condition 
would also apply to Europe; would it not 

Mr. Rusorrom. I do not know the European trade figures. 

Mr. Passwan. I think Mr. Rhodes established that for the record 
earlier. 

Mr. Grant. If we took out both the agricultural imports and ex- 
ports, the United States would have a favorable trade balance. 

Mr. Passman. If we continue importing more from than we export 
to our former strong markets we are going to get into trouble. I 
think you will agree to that. 

Mr. Runorrom. I agree. But if I could refer you to the year be- 
fore we had a balance in our favor of approximately $500 million. 

Mr. Passman. We are not talking about the year before. We are 
talking about 1959. Your chart indicated that the trend was starting 
downward, and I think it started that way back in 1957. Even with 
Japan I think we had a trade deficit last year. It is causing us some 
concern. If you do not feel that concern I would be sur prised. 

Mr. Rusorrom. Mr. Chairman, indeed I do feel concerned. I hap 
pen to come from a neighboring State of yours which exports a lot of 
wricultural and other produc ts, and L know exae ‘thy what you are re- 
ferring to. We are concerned in fact to the point that we have re- 
ps arranged to send 17 export promotion personnel to Latin Amer- 

ca to help in reestablishing the traditional dominance of our exports 
and stop yping the downward turn. 

Mr. Passman. I cert: ainly hope it is successful: and T hope we recruit 
some and send them to the Far East in certain places, and J hope you 
have a larger number you can send to Europe. 

Mr. Grant. I thi nk it might be useful to indicate at this pomt that 
our efforts in theis field of increasing our exports an re in iproving: our 
overall balance a h began in a vigorous tenor in 1959 is beginning to 
show concrete results, and as a result our exports in the first quarter of 
N60 went up by some $750 million giving us an increased favorable 
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balance as compared with the first quarter of last year of over $540 
million. 

Mr. Passman. It follows, nevertheless, that our sharp decline jn 
Latin America began in 1957. It continued almost straight down; 
and as you do not project what you are t: — ne about in these charts, 
and you are relying on 90 days or a quarier, or something like that, ] 
am wondering if you wou ild care to give us the figures for Japa 
for 1960; and then let us pick up all of Kurope for 1960, and insert 
it in the record, or discuss it later. It would be much better to 
discnss the entire year, rather than to pick out some quarter, because 
it is just like our public debt. As you well know, there will be a sub- 
stantial decrease along the end of the fiscal year, SO you have seasonal 
fluctuations. Woul Lyou mind ge tting it complete? 

Mr. Grant. Mr. Chairman, I think the importance of the figures 


that I just gave you is that they are on a comparative basis with the 
preceding calendar year. The sin to this extent. it does take into 


account your seasonal changes and this marked increase of our exports 
by some $750 million plus over that for i same 3 months a year ago, 
I think, indicates that while we may still have reason for concern 
generally, and particularly with respect to specific sectors, that Ameri 
can industry and American agriculture is doing a credita tble job in 
maintaining the worldwide ¢ ompetitive position. 

Mr. Passman. Let us see if it is. As you want to debate this, and 
you use your quarter and J will use the full year, because I feel I will 
be a lot. better qualified by doing so, let’s move over to Europe. We 
started losing our market in Europe also in 1957 

According to our chart, in 1957 our exports were 56 billion and 
our imports only $3.1 billion. Then we move into 1958. Surprising 
as it may be, our exports dropped to $4.7 billion, and our imports 
moved up to $3.3 billion. Let’s move into 1959. 

There is no che ange in our exports. They remained at $4.7 billion 
but, nevertheless, the imports jumped up to the figure of $4.4 billion. 
You had only a $300 million spread ; and in all probability if you take 
out the surplus agricultural commodities. if we took full credit for 
exports, we would have had a trade deficit. I can only refer you to 
your own charts. If you see there is a trend for 1960, not to win an 
argument or to lose one, but it would be heartening if you could come 
up with figures for the year, and put them in the record. 

Mr. Granv. Sir. obvious ly since we have just completed 4 months 
of this calendar year, it is impossible to come up with full figures. | 
think that it is relevant to note that we have consistently maintained 
a greater flow of exports to Europe than our imports and that 1957 
was recognized as an abnormal year for U.S. exports because of the 
Suez crisis. 

Mr. Passmaan. How about 1958? 

Mr. Granr. And this carried over in part of both 1958 and 1959, 
worldwide, 

I think they could be described as poor years for the United States. 

Mr. Passman. I still say if you wish to project it out to the end of 
the yea : we shall accept that for the record. 

Mr. Grant. The Department of Commerce has projected it. We 

can provide the figure that they have produced in the latest. Depart- 
ment of Commerce report, which I believe shows a trade surplus of 
some $2.5 or $2.6 billion. 
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Mr. PassMan. For the first 2 or 3 months / 

Mr. Grant. No. This is their projection taking into account all 
factors based upon our experience in the first 3 months. This is the 
type of trade position we can expect for the entire year. - e would 
be glad to provide it as an insert for the record at this poi 

Mr. Passman. Why would you not put this in your jus “tific ations 
dis an addition, because al] we can do is go by your own record which 
you present to this committee, and it causes this committee great con- 
cern When we start following your own charts. Then, when we get in 
and start pointing out the trends and the trouble in which we appear to 
be, you come up with something that is not even in the justifications. 

If you — get that information, we would be ple ased to receive it. 

Mr. Granv. This w as just printed: very recently, sir. The Depart- 
ment of Ci ommerce reports were printed recently aed upon the first 
quarter of 1960 whereas these books were printed before we had the 
figures for any month, 

Mr. Passman. At least the committee had to open it up, and point 
to the decline beginning in 1957, to find out that you had «a trend | 
the other way, and the same way in Japan. You go back to 1957. 
That is when we began to lose our favorable position rapidly. The 
record also speaks for itself. It causes some concern, Mr. Grant. 
It causes a lot of concern. We would be willing to accept anything 
that you want to submit for the record. 

Mr. Rusorrom. Mr. Chairman, since this discussion started in the 
context of Latin America, I wonder if you would let me insert a mat- 
ter which I know is of interest to you and the committee. That is 
that Latin America traditionally has been, with the exception of 
Canada, the best customer that the United States has, buying nearly 
50 percent of its goods from the United States. ‘The downturn in 
Latin American purchases from the United States has coincided with 
the decline in world prices of the goods that they sell in world 
markets, like copper, cotfee, lead and zine. 

I think as the cycle, we hope, improves and prices for what they 
sell j improve we will find that they will re a very large proportion 
of what they earn in the United States. I just wanted to mention 
that for the record. 


EFFECT OF TAXES ON BALANCE OF TRADE 


Mr. Passman. But if our prices continue to increase, on account 
of the terrific extraction in taxes, among other factors, then it would 
follow that we would become less competitive, rather than more 
competitive, on a worldwide market; would it not ? 

Mr. Rusorrom. I think that is a problem U.S. exporters face. 

Mr. Passman. Isn’t it quite serious, and shouldn't that be taken 
into account in our spending programs, whether domestic or foreign : 
to try to start working the thing down the other way rather than 
letting it continue to get out of control? 

Mr. Rusorrom. I am sure it is a factor all responsible citizens are 
taking into account. 

Mr. Passwan. Would you agree that it is one to which we have not 
given as much attention, maybe, as we should have? I am speaking 
now of all concerned, whether it is free enterprise, executive, or legis 
lative. We have been a little bit careless, so we have moved to where 
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we are in many fields no longer competitive on a world market, and 
‘an only sel] by providing a subsidy. Isn’t that true? 

"is: Ruevorrom. Mr. Chairman, if I were to consider all the mes- 
sages that were delivered by the President to the Congress at the Start 
of this session, I would say that efforts to balance the budget and to 
keep expenditures at a minimum have been given very high considera- 
f1on. 

Mr. Passman. The what ? 

Mr. Reurnorrom. I would Say that efforts to balance the budget and 
maintain expenditures at a minimum figure have been given very 
serious consideration 1n the interest of U.S. taxpayers. 

Mr. Passman. But the trend, nevertheless. is moving us further 
out of the world market, rather than closer to competing in the world 
market. Would that be astatement of fact ? 

Mr. Rurvorrom. I think there is a momentarily adverse trend but 

do not think it necessarily is a long-term tret nd that will adversely 
affect our position. T think the United States has the capability and 
above all the technical know-how and resourcefulness to overcome that 
trend. 

Mr. Passman. If we are to meet the world market, then we are 
going to have to reduce our costs that go into the finished product ? 

Mr. Rurorrom. I think all cost factors will have to be pared wher- 
ever they can be. 

Mr. Passman. If we are extracting up to as much as 90 percent from 
the individual in the way of earnings, that is not conducive to new 
initiative: is it ? 

As long as we continue this kind of a program, Mr. Secretary, and 
spend as freely as we are doing, vou have got to have the money: and 
if you do not collect it you have got to borrow it in order to continue 
these programs. 

Mr. Renorrom. T think every individual, Mr. Chairman, has to 
search his own conscience, just as each one of you in the Congress does, 
to determine at which point we reach counter “produc tiveness in pro- 
evrams of any kind, whether they be domestic or foreign, and T believe 
the main justi ification which T put to you very ‘Sauer earlier for this 
program is that in total terms of the U.S. national interest it behooves 
the individual to assume whatever share of the taxpaver’s burden 
may be necessary to make this program effective and to carry it 
forward, 

Mr. Passwan. But if you take 90 percent of an individual’s earnings 
for income tax, State and Federal, you do 5 leave very much room 
for incentive: do you? Tam in business. TI do not get in brackets 
like that: but T find that even the brackets into which T have been 
vetting T am beeinnine to be a dull small businessman. There is too 
little to keep. I am disheartened. T think most people are. 

Mr. Rupnorrom. T have been in business, too. T have been a banker. 
I share your concern. It is a question of maintaining balance. I 
respect your efforts to help maintain that balance in proportion, which 
is what we all seek. 

Mr. Passman. This has been a very interesting exchange of views 
here: but T think that it mieht be well to state for the record again, 
“If we should confiscate all the wealth in America we still would not 
have sufficient funds to do all the things labeled desirable.” 
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Our revenues are at an unprecedented high, yet we are facing 
another deficit. It behooves all of us to work together to try to 
reduce expenditures, and to try to once again become competitive on 
the world market, before we find ourselves isolated and so far out 
of the world market that we will have lost our customers. I should 
think that once vou have lost that customer, it is rather difficult 
eet him back to your books. You subscribe to that, I will bet you. 
When vou lose a customer it takes special effort to get him back again. 

Mr. _ porrom. I would subscribe to that. 

Mr. Passman. I hope we can work together to bring the program 
Banh arses 2 chacs saps: mr onsniba 2 weplbeing, Priel eg 

Mr. Rhodes ? 

TECHNICAL COOPERATION IN CUBA 


into the Cuban situation? I notice we have $350,000 requested for 
technical cooperation for Cuba. Do we actually intend to spend that 
monev: and 1f so, for what ? 

Mr. Runorrom. Congressman, nn entered into a plan 

vhich would phase out that operation, 

rls. Mice: Tlow soon ? 

Mr. Rusorrom. I would estimate in about 6 month 

Mr. Ruoprs. Do vou feel this money should be appropriated, 

: 


amounting to 8350,000 ¢ 


ae 


Mr. Ruopes. Mr. Chairman, Mr. Secretary, would you care to go 


Mr. Runorrom. I believe the executive branch has already expressed 


its, shall we Say, concurrence with one proposed ame! clin nt from 
the Foreign Affairs Committee which would withhol oe ee 
eration or mutual security ee ce ern lent det 

mines it to be in the national interest. That is Se eae 


ment. I think it will “SRE Ie algae gee aeons that 
Mr. Rroprs. We are aware of that, of course: but if we do not 
appropriate money, the President would have no way to put monev 

into the country other than through the mutual aid contingency func 


1 
+} 


and my question concerns the appropriative process ra 
authorizing project. 

Mr. Rusorrom. It seems to me desirable for us to be able, if it should 
be in the national interest. to reestablish a program in Cuba, if en 
cumstances called for it. I think it would be helpful to have 


er than the 


PROGRAM FOR THE DOMINICAN REPUBLIC 


Mr. Rnopes. How about the Dominican Republic? It calls for 
$300,000. Do we intend to spend that money: and if so, for what? 

Mr. Rusorrom. The Dominican Republic program has been gradu 
eee wereneet 

Mr. Ruoprs. Mav I correct you there? In 1959 it was $200,000: 
In 1960, $300,000 : 7 Rp oreo 

Mr. Atrwoop. Rafore that they did have an agricultural program, 


Which was stopped in the Dominican Republic. 


] 


Mr. Rusorrom. I said recent years. I did not go back to the years 
you referred to. I acknowledge what you just pointed out, but we 
hay ve undertaken to maintain principally an education program there 
is that not so, Mr. Atwood 2 
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Mr. Arwoop. It is entirely in the field of education, both in rural 
vocational education and shopwork and schools. 

Mr. Rusorrom. We anticipate continuing that program as of this 
time. 


PROGRESS OF GUATEMALA 


Mr. Ruopes. rior a former Communist country, $2.3 million, 
which is the same request as last year. [iow is Guatemala getting 
along, economically and nolitic ‘ally and in other ways 

Mr. Renorrom. President Ydigoras was elected President in, I 
believe, February of 1958, after an extremely troubled period, follow- 
ing the assassination of President Castillo Armas, and I think 
spite of ocensional problems he has done a very good job in consoli- 
dating his position as President and keeping his country pointed in 
the ipl direction. He is trying to help the people attain their 
aspirations for a better way of life on the economic side, and trying 
to prov ide them the atmosphere of freedom to carry out the demo- 
erat ic processes W hich they also aspire to on the political -ide. 

As you know, there has also been some outside interference there, 
bela ‘vy recently broke relations with the Government of Cuba because 
of its alleged efforts, which the President reported in some detail, 
to intervene in their own internal affairs. They do have economic 
problems, just like most of the countries in Latin America, of a 
rather serious nature, due to the decline in the price of colfee, which 
is their principal export. We are undertaking to help them iv cer- 
tain loan projects through the Export-Import Bank and the DLF, 
and we maintain a very cooperative and satisfactory relationship 
with this Government. 


Mr. Rnopes. [am ome to hear that. 


rFREND OF PROGRAM IN IIATtr!l 


Now, Haiti: There is a statement here in the justifications on page 
163, “Haiti epitomizes economic and social underdevelopment.” I, 
having been there for a day or so, would agree with that completely. 

I note that the “Technical coopers ation” ap propriation requests 
have gone up from $1.6 million in 1959 to $2.2 million in 1960 and 
to $2.7 million in 1961. I have two questions: First, Is this trend 
upward to continue? and second, on what types of projects are we 
concentrating in Haiti? 

Mr. Runorrom. ‘To answer your question about the upward trend, 
and may TI say that T also would like to underline that statement that 
you quoted “ed ‘ause T think it is as valid as any statement in this book, 
: think that there is oby iously a ceiling | bey ond which technical coop: 

ration programs cannot be earried out with a eorntry heeause of 
bank of trained personnel on their part and it dees require their par- 
ticipation, which is the very essence of cooperation. 

I think that Mr. Atwood might be able to forecast better than I 
ean whether that program is going to increase very much more. | 
would guess that it is getting fairly close to the point, at least as far 
as technical cooperation is concerned, where it. is of about maximum 
utility. 


It might vary somewhat from year to year. 
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Now, the programs themselves t — are rather- 

Mr. Rropes. Do vou want Mr. Atwood to comment on that part of 
your statement ¢ 

Mr. Arwoop. I agree with that general statement regarding the 
technical assistance program. The program in aid, as you know, in- 
mares ertain special assistance money and also loans which have been 

nade by private companies as well as by the DLF. There is one loan 
of $3 million for a sugar mill, a DLF loan to a private concern, 
and there is a DLF loan of $4.3 million for finishing up the irrigation 
works in the Artibonite Valley. There is a loan of $300,000 for a 
survey of a road in the southern peninsula, which, if favorably passed 
on, will result in helping to build that road. There are also projects 
in connection with building the airport and in reconstructing wharves 
in Port-au-Prince. 

These loan programs have, for the time being, increased the need 
for technical cooperation in assisting them in carrying those things 
through in the best possible way. The major increase in the technical 
cooperation program in the last 2 years has been in the field of public 
administration, in trying to assist ‘the Government to improve its tax 
collection systems, its budgeting, and its fiscal programs, and in setting 
up better organizations for its own economic development. This is 
going forward, as I mentioned, under the loan program. 

I do not think there would be any large increase needed over the 
figure for 1961 in the next few years, but I think we will have to 
continue to help them in setting up Government organizations and in 
increasing and improving public administration in order to carry 
forward a sound economic development program. 

Mr. Ruopes. Is the political situation in Haiti stable now, compared 
to the past political situations in Haiti? 

Mr. Runorrom. If one recalls the five governments they had in 10 
months in 1957, I think you could say it is relatively stable. 


POLITICAL CLIMATE IN SURINAM 


Mr. Ruoprs. Now, may I go to Surinam, which, when T was going 
to school, was Dutch Guiana. First, this is a newly independent na- 
tion, situated next to British Guiana, where there has been considerable 
Communist activity in the past. What is the political climate in 
Surinam with reeard to the Communist activities ? 

Mr. Runorrom. Iam going to ask Mr. Atwood to tell you about this 
program because actually within the State Department the area in 
thise ase would be the Europe an Bureau. We do not have the responsi- 
bility in our Burean for Surinam as far as the political rel: ations are 
concerned with the United States. I think that actually Surinam its 
not an independent country, is it ? 

Mr. Arwoop. It received self woverning status back in 1954, but of 
course its foreign relations and its defense problems are handled by 
Holland, the mother country. 

Mr. Ruoprs. On page 207 it says: 

Surinam, a small country with a monoracial population, is located in an area 
of primary strategic significance to the United States. 


Then it goes on: 


Surinam achieved self-governing status in 1954. 
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It does not Say whether it handles its Own foreleg relations or not. 

I was thinking more in the nature of the dominant political force 
within the country, for instance, who controls the legislative body. 

Mr. Rurorrom. Before Mr. Atwood rephes to any broader aspects 
of your question, | would like to Say that we stopped in Surin am on 
our return with the President from the trip to South an erica and 


spent several hours there because an engine had to be cha “don the 
plane. During that time, we met the Governor Ge Ti 8 we met the 
Prime Minister, and all the members of the Cabi tu) cd pare icipated 


in a rather detailed discussion of the counti rv, its problems, its possi- 
bilities, and all of us left there with a very favorable impression as to 
the progress that they were making, inc Tr political progress. 

Mr. Arwoop. I might say in your question regarding Government, 
it is not comparable to the Government of British Guiana, where you 
do have a very strong left wing aged in charge at the present time. 

It is a coalition government in Surinam and the commie issue is not 
the issue that it is in British Guiana. Beine next door to British 
Guiana does have some effect, but the real problem in Surinam is its 
de ‘velopment program and the fact that it has a mixed population. 
M: any peop came from Indonesia . ‘rthe war. It also has the pure 
Dutch as well. its main problet Ni etting an integrated popula- 
tion ake in going forward with the ‘uniinicentl program. The 
major part of that program, of course, is in bauxite. The Aluminum 
Co, of America will put in $150 million in the next few vears in de 
veloping the pane oe oe which are of strategic importance to 
the Tnited States : nd to the free work l. It is not the same problem 
at all that you ae have noticed in British Guiana, if you were there 
also. 

STATUS OF WEST INDIES FEDERATION 


Mr. Ropes. Now, one other area, and then | \ il] he through : West 
Indies and the eastern Car ‘bbe an, Which is Jamaiea, Trinidad, Wind- 
ward Islands, and Barbado 5 i} rst, is this West Indi Federation 
likely to achieve ll ndependence or will it remain part ot the British 
Commonwealth ? 

Mr. Arwoop. It is slated to have dominion status by 1963. It was 
January 1958, when it was allowed to set up a local federal govern- 
ment and within 5 years it was to be granted dominion status 

It could reach dominion status anytime before that. 

There is considerable dispute as might be expected because of the 
great differences in the development of places like Trinidad and 
Jamaica as aoepeee. with certain of the smaller islands like the 


Barbados and the s alled Windward Islands. They are going for- 
ward. The federal government has been set up. Its headquarters 
ere in Trinidad and it is trving to f 


face up to the economic a cd political 
prob Jems of setting up a new nation. It is something like back in 
the early days of the United States. There was some aren back 
there in the early days with the Articles of Confederation. It 1s very 
difficult to say whether the actual dominion status will achieved in 
the next year or two, but the strong fee ling throughout the area 1s 
to go cnaed with the federation. 

Our program is aimed primarily at trying to strengthen this Fed- 


eral Government and the individual projects are dealing with the 
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peoples mostly in the smaller islands. We have a small program 


in Jamaica but the program is primarily in vocational education and 
in feeder highways, marketing problems, and trying to help them 
with the development that will have to take place if they are to be- 
come a viable dominion within the British Empire. 

Mr. Arwoop. The major aid is from the British still. Our program 
is supplementary to them. 

Mir. Riropres. Is that a new area of support for us 4 

Mr. Arwoop. Yes, within the last 2 years, except for a very small 
program that had participants. I am not just sure whether the 
Jamaica program started then. It may have started a little earlier 
but asa Federal Government it is within the last 2 years. 

Mr. Ruopes. Is the United Kingdom reducing its aid as ours in- 
creases ¢ 

Mr. Arwoop. United Kingdom has not reduced its aid yet, no. 
They have laid out their program for the next 5 years, 1960 to 1965. 
They are continuing the same assistance for the period, 1965 to 1970. 

Mr. Ruoprs. What is the magnitude of the United Kingdom assist- 
ance in dollars 4 

Mr. Arwoop. About $24 or $25 million equivalent for that period. 

Mr. Riropes. For the period of 5 years? 

Mr. Arwoop. Let me see: From 1959 to 1964, $24.5 million equiv- 
alent. In addition, it has set aside $2.8 million for establishing the 
Federal capital. 

Mr. Ruopes. $24 million is the total figure for the period you 
mentioned. 

Mr. Arwoop. From 1959 to 1964 the total will be $43.9 million. In 
addition, they provided a grant-in-aid from 1959 to 1964 of $24.5 
million 

Mr. Grant. This would average out a little over $10 million. 

Mr. Arwoop. Yes. 

Mr. Riropes. In order to get the total for the period 

Mr. Arwoop. Add $43.9 million plus $24.5 million for the period 
from 1959 to 1964. 

Mr. Riropes. Which is $68.4. 

Mr. Arwoop. Yes. 

In addition to that, Canada made a one-time grant of 810 million 
to the Federal Government. 

Mr. Riuopes. That is all, Mr. Chairman. 

Mr. Passman. Mr. Andrews? 

Mr. Axprews. Mr. Secretary. do vou plan to make any allocations 
to Cuba for next year ? 

Mr. Runorrom. I responded to that question earlier by saying that 
we have already begun to phase out those programs, Congressman 
Andrews. : 

Mr. Axprews. That is all, Mr. Chairman. 

Mr. Passwan. Mr. Ford? 


CRITICISMS OF MILITARY ASSISTANCE TO LATIN AMERICA 


Mr. Forp. Mr. Secretary, there have been in recent years some 
adverse comments about justification for our military assistance to 
South American and Latin American countries. What is your ob- 
servation in reference to those criticisms 4 








Mr. Renorrom. Well, T wonder if I could read a very brief state- 
ment into the record on that that 1 have prepared / I did not | 
our military adviser with us today but I have some rather strong 
feelings about this pliuase of the program and I would like to do that, 
if ] could. 

Mr. Passaan. You may procesd. 

Mr. Runorrom. During the last vear, some Members of Congress 
lave seriously questioned the dekeiie of continuing the program 
of grant milit: ary assistance in Latin America. Similar adverse com- 
ment has ap peal ‘ed in the press and in some of the ten which 
private researen institutions his ive pre pared Ol. Var ious aspects of our 
foreign policy at the request of the Senate Foreign Relations Com- 
mittee. From this rte the re are three principal charges: First. 
that our military program has stimulated Latin American countries 
to make | heavy expenditures on armaments; second, that the program 
has the effect of maintaining dictators in power; and third, that it 


ring 


] 


is a costly, wasteful, and otherwise unde geen approach to the real 
necessities of hemispheric defense, which could be met by ating 


a mal] collective inter-.Ame¢ rical defense ‘ya whi h ‘oul ' eae 


in accordance with agreea muitilateral arrangements, to malntain 


peace agwmalnst threats Arriving inside the hemisphere, 


’ 


With respect. to the first charge, I woul 
} 


re ; a 
d tike to hiake clear that this 





program 15 lot Cie signed to encourage participating countries to un- 
; aa ees : 
dertake heavy military expenaicures, | le Program Goes t constl- 


tute U.S. endorsement, direct or mmplhed, of the present size and 


, ° °4 ce ee: s 4 14? a 
Cr “ucter of Latin American milttary” establishme ~ Althe oh 
L: American countries have th sOVerel@h rignt to cetermiuine thell 


own als tary req irements, we believe that most of them could reduce 
their military expenditure without ie pa dizn oO their se ‘urity. We 
have made elear to countries participating in the Orant program 
that U.S. military interests in the program do not extend beyond 
those units which they have consented, in agreements with the United 
States, to maintain for regional defense under the Rio a aty. In 
no Latin American country do the local military units receiving U.S. 
grant aid constitute more than one-sixth of the total personnel of 
the local armed fore <6 and here ] ain repeating because this particu- 
lar part was 1n my earlier statement. 

From thi maximum, the percentage of local forces supported by 
the U.S. program for regional defense purposes ranges downward 
to a low of 2 percent. By giving primary emphasis within their 
military establishmen ll fraction of their total 


forces deemed Ly the mi 


aw verv sma 


| 1] -* : 
authorities to pe an essential regional 
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defense requirement, participating countries should be able to ef- 
fectuate real savings in their annual defense expenditure 

In the ab ence of international augvrements in whieh Latin American 
countries consent to limit their armed forces to agreed levels, each 
country oby lously is free to maintain forces additional to those miin- 
tained for regional defense pursuant to agreements with the United 


States 


1 


While we do not under section 105(b) (4) of the Mutual Security 
Act, provide grant assistance for such additional forces, Latin Ameri- 
can countries are eligible to purchase equipment for that purpose 
through our military assistance program. 
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In considering each request for the purchase of armament, we 
reserve to ourselves the right to deny the sale. We feel part icularly 
(lisposed to exercise our right of denial when we believe that the 
equipment would contribute to acute political tensions such as those 
now existing in the Caribbean area. Under normal circumstances, 
we counsel Latin American countries to forego purchase when we con- 
sider the armament to be militarily unnecessary or to represent a 
serious drain on thelr economic resources. 

Llowever, experienc e has shown that when denied the opportunity 

purchase U.S. equipment, Latin American countries usually are 
able to procure it elsewhere. In acquiring non-U.S. armaments the) 
have a choice of procurement from numerous free world suppliers or 
the Soviet bloe, 

it does not follow in consequence that the United States s 
respond favorably to every Latin American request for arms of what- 
ever type or quantity. Nevertheless, the sovereign right of each coun- 

‘to determine its own military requirement and the availability of 
arms from numerous non-U.S. sources, including the Soviet bloe, 
are factors that remove the problem of Latin American arms limitation 
bevond the effective range of unilateral U.S. arms contro] policy. 

Any eee of Latin American arms expenditures must ve 
brought about | )\ decisions taken individually or collective ly by the 
Latin Americans themselves. We have wholeheartedly supported the 
Latin American proposal for an item on the agenda of the ilth Inter 
American Conference which will raise for consideration at Quito 
ie desirability of holding a special inter-American meeting to dis- 
uss Latin American arms limitation. We have backed the proposal 
of President Alessandri, of Chile, as I mentioned earlier, which was 
conded by President Prado and others. Incidentally, there is a 
possibility, if the Organization of American States approves it, that 
a meeting of some kind to bring about arms limitation discussion and 
action will be held possibly even prior to the Quito Conference. 

With respect to the sec ond charge against the grant progra 7 
it h; as hel ned to m: aint: Wn ra ict: 1wo8r} ral regime 3 in power, I s| Ou ile Tilke t 
recount br iefly the history of our military relations in Latin America 
since the commencement of World War IT and also to note the parallel 
development of constitutional development in the area secnuse of 
World War rT. Korea, and the aftermath of the cold war, U.S. mili 
tary cooperation with Latin American countries is now more ex- 
tensive than at any time in our history. We have available in the 
Rio Treaty an arrangement for regional defense. In the Inter 
\merican Defense Board we have a regional organization engaged j 
military planning for the common defense. We maintain military 
trainine missions in 17 countries Sinee 1959 we have conelnded mn 
tual defense soreements with 12 countries which have agreed to 
ma fain mall fractions of their total armed forees for the ner- 
formance of regional defense missions. For all practical purnoses. 
now, those 12 aereements have heen reduced to 10. ‘y refer cnecificallv 
19 *1e peveements with Cuba and the Dominican Republic, which are 
not effective 


\ 7 rl ' = rm * . . 

Ir. Forp. May T interrupt there? The aid which we have provided 
e form of military assistance primarily goes to those countries 
| whom we have these agreements ? 
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Mr. Reusorrom. Yes. sir. Those are the only ones that receive 
grant assistance under the program and each one of them receives 
it under the agreement because of their commitment to carry out 
hemisphere cde fense missions. 

During this period of extel sive U.S. military relations with Latin 
' he numl | of 
constitutional regimes in the area. In the majority of countries in 


American countries there has been a notable increase in t 


which democratic governments have replaced dictatorial regimes, the 
local military has presided during the difficult period of transition im- 
mediately preceding the batanssenmnint is orde rly, constitutional GOV- 


ernment. In such countries, the loe Hlitary is continuing to sup- 
port the new wvovernment and to sonst> it W ith that ae of security 
from antidemocratic acts of subversion and violence which is pre- 


requisite to the functioning of the democratic process. ‘These develop- 
ments in constitutional democracy in Latin America tend to refute 
the allegation that our military program has impeded the growth 
of free political institutions in the area 

U.S. military personnel assigned to Latin America scrupulously ad- 
here to the policy of nonintervention which underlies all U.S. foreign 
aid activities. Nevertheless, as United States and Latin American mil- 
itary personnel are brought into close professional association through 
our military programs, whether in MAAGS, military schools, training 
missions or the Inter-American Defense Board, they gain not only a 
better understanding of the problems of hemispheric defense, but also 
a deeper ap prec iation of the democratic ideals which we md Tatin 
American nations share in freedom from Soviet domination. As a 
result of these contacts, we believe that there is increasing emulation 
in Latin American military cireles of the nonpolitical role played by 
the U.S. soldier in our national life. 

I have already referred to the third argument earlier and I won't 
repeat it in any detail, except to say that there is a study being made 
of the possibility of organizing some type of inter-American defense 
unit. Irrespective of what we think about it, it would have to be 
ap oe by all the rest of the countries together, and T think that 
it isa matter of public record that there has been some criticism, quite 
a bit of criticism in fact, advanced from our Latin American friends 
about this kind of unit. Nevertheless, our own studies are going 
forward and we will come to some determination as to whether it 
would be worth while from our own standpoint if other countries 
think it is. 

Mr. Forp. In sum and substance. then, your views as expressed there 
would be that you fully believe in the need and necessity for this 
military assistance grant program ? 

Mr. Rurorrom. Yes, sir. 

Mr. F orp. That would be predicated on our own self interest as well 
as the self interest of the hemisphere / 

Mr. Runorrom. Yes, sir. 

Mr. Conve. Is it not. bound to cause ill feeling among the countries 
in Latin America who do not receive military grant assistance? Do 
they not feel that this gigantic military power might be used against 
them at some future date? 

Mr. Rvusorrom. I think that whatever ill feeling there might be 
has been at a minimum level. It has not been an important factor in 
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our relations with the countries of the area. After all, these pro- 
grams are very small. As the records before you reveal, they are, 
relatively spe: aking, very small programs. 

Mr. Conte. $45 million 2 

Mr. Rusorrom. Yes, but divided throughout the whole area, and 
you must consider the very large increment that goes to Brazil. Some 
of the countries get only a few hundred thousand ¢ lollars, as a matter 
of fact, under the program. Some of the countries do not have any 
‘desire to participate in this kind of program for constitutional and 
political reasons; for example, Mexico. 


LIMITATIONS ON MILITARY ASSISTANCE 


Mr. Forp. In the conference report on the Mutual Security Act of 
1960, page 13, there is this paragraph : 

The provision as agreed upon sets an annual limitation of $55 million begin- 
ning with the fiscal year 1961. This ceiling includes excess as well as nonexcess 
material and reimbursable transactions financed from military assistance funds. 
It does not apply to training or for reimbursable transactions under section 106. 

The title of the overall paragraph is military assistance to Latin 
America, section 101. 

In the justifications for fiscal 1961 there is the overall figure of 
$67,098,000. On the surface, without some explanation, it would ap- 
pear that the total which I have just read is 1n excess of the limitations. 

Mr. Rupsorrom. If you look at page 2, I think you will find that 
there is military ¢ ‘redit financing not included in the grant aid 
program. 

TRAINING AND REIMBURSABLE TRANSACTIONS 


Mr. Forp. I think I understand how you get under the limitation, 
but 1 think the record ought to show how that is accomplished. I 
presume it is predicated on the fact that some of the money in the 
overall total is related to, one, training and, two, reimbursable 
transactions. 

Mr. Rurnorrom. Yes, sir 

Mr. Forp. Could we have for the record what those two totals are / 

Mr. Rusorrom. I will be glad to get it for you. I feel a little handi- 
capped in trying to go into detail because my military adviser is not 
here. We came up on the functional outline to talk about another 
phase of the program, but we will get it for the record. 

Mr. Foro. If we can have it broken down so there is no violation of 
the proviso, I would appreciate having that. 

Mr. Rusorrom. Very well. 
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(The information supplied follows:) 


Breakdown of military assistance program proposed for Latin American 
countries, fiscal year 1961 
Materiel aero a easter ea acne ecclesia cet a ediaracs Wisteria masettahenniain ey a 
Training ws Se masks iaibhicceme’ MDs eee ae 
Excess materiel. ee Te iceteed eases eae meaieee cers ae cbs ee heat 5, 096, 000 
For financing sales of military ¢ equipme nt on credit terms (repay- 
able by Latin American countries with interest) ----------__----_ 18, 000, 000 


ies see asec eines cies a aa 72, 194, 000 
Ceiling of $55,000 imposed by Mutual Security Act of 1960 is appli- 
cable only to following items: 
Materiel 
Excess 
Credit sales 


7 ___ $88, 963, 000 
aaa oe ee ri bala 5, 096, 000 
i elaabiniecsnulean titans ate ene dec tnt8 tales oat 18, 000, 000 
Ps ee ee ssccucuu, eC 
es ASS Tn Bh rg ka 55, 000, 000 


wot 
Ceiling __ 





Reduction necessary to bring proposed fiscal year 1961 program 
within ceiling imposed by Mutual Security Act of 1960________--_ 7, 059, 000 
Mr. Forp. That is all. 
Mr. Passman. Mr. Conte? 


PRESIDENTIAL ORDER ON VENEZUELAN OTL 


Mr. Contre. Mr. Secretary, has anything been done to alleviate the 
mandatory order the President made on the importation of crude and 
residual oil from Venezuela? Has that order been modified 4 

Mr. Rusorrom. Other than by administrative regulation that may 
have facilitated the importation within the overall limits imposed, 
there has not been any basic change. 

Mr. Contre. As I expressed to you last year, that was of great con- 
cern to me and a lot of Members of Congress. If we are going to 
build up friendly relations with some of these Latin-American coun- 
tries, we should do away with this mandatory restriction on crude 
and residual oil, espec ially when national policy shows no need for 
it, that our own oil is being depleted, and for conservation reasons 
alone we should allow all the oil we can import from Venezuela to 
come into the country. I think that is more important than any 
foreign aid we can give to Venezuela. I hope you can prevail on the 
President to see the light on this issue. 


REGARDING SUGAR QUOTA POLICY 


Mr. Secretary, could you discuss with the committee about what 
the intentions of the administration are in regard to cutting down 
on the sugar quota of Cuba and increasing the quota of some of these 
Central American countries like Mexico and Costa Rica ? 

Mr. Rusorrom. The intentions of the executive branch have al- 
ready been expressed, I think, in a bill which has been submitted to 
Congress for its consideration, which requests a 4-year extension of 
the bill and would alter the bill only in the sense of giving the Presi- 
dent the discretion to reduce quotas if the national interest calls for 
it. It does not call for any other changes. 
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The present bill provides discretionary authority to the executive 
branch, the Secretary of Agriculture, to use quotas if there is a supply 
problem. But we do not know that there would be a supply problem. 
However, we think the President ought to have this discretion for 
broader purposes in terms of the national interest. 

Mr. Conrr. I would like to see him with this discretion, but I 
would also like to see some outward manifestation by the administra- 
tion reducing the quota of Cuba and increasing the quota of some of 
the countries who are our friends. I rec ently visited Costa Rica, 
and the only thing that country was looking for was to increase its 
quota about 25,000 tons of sugar to the U nited States. There was 
no question in the minds of the Congressmen who went down there, 
where the Government stood in relation to the United States. They 
are 100 percent in our corner. 

We are not giving them any special assistance. ° All they want is a 
little better break on the sugar quota so they can have a better balanced 
economy in that country. 

Mr. Rvsorrom. I realize the thrust. of your argument. There are 
some countries that have more or less regularly recurring export sur- 
pluses of sugar. There are other countries that do not have it as a 
recular thing. I am not sure in which eategory Costa Rica falls. 

There are a number of countries, for example, interested in selling 
sugar to the United States only at the quota price, which varies from 
time to time. Right now it is almost twice the world price of sugai 
Iam not sure it is doing these countries any favor to encourage what 
would be in effect an uneconomic production of an item that has to be 
sold at that much premium over the world price. 

Mr. Conte. I do not think the price should be subsidized for any 
country. I think we should buy it all at the world price. Without 

utting any official in Costa Rica on the spot, we were told it would 
be better to show an anti-American feeling than to be a friend of the 
United States because look at what Fidel Castro has done in Cuba 
and you are still buying his sugar at quota prices. They are quite 
upset about it, and I think rightfully so. 

[ think something should “be done by the administration because we 
want to help these countries out. They are not looking for a handout, 
but they are looking fora place to sell their commodities. Sugar is one 
example and the crude and residual oil is another ex: ample. 

Mr. Runorrom. May I say that the purchase of sugar from Cuba 

down through the years has, of course, been almost as much in the U.S. 
interest, as has been shown in two World Wars, as it has been i in the 
interest of the Cuban people. The purchase of sugar from Cuba is not 
designed to support any single government in power or any single head 
of government. It is “designed to advance mutually the interests of 
the people of both countries. Sugar production is the principal indus- 
try there. 
; Mr. Contr. There is no doubt about it but this character down there 
in Cuba now has thrown out the American interest in the Cuban sucar 
industry and right now anything we do is designed to help him | nd 
not the people. 
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AGRARIAN REFORM IN CUBA 





Would you care to comment on his agrarian reform in Cuba? 

Mr. Rusorrom. The United States from the very beginning ex- 
pre ‘ssed its basic moral support of the legitimate aspirations of the 

Cuban revolution, which included, it was perfectly clear sala advance 
veh a different approach to land utilization, which they had called 
agrarian reform. 

We have given support a the world in a number of places to 
constructive, new programs for better land an: We do not 
believe as a government—and I think most American people do not 
believe—in just simply tearing up an existing ailees of production 
in an ef ffor't to simply redistribute the land. There are many cases 
where land is not being properly utilized where there are state-owned 
lands that could be put mto constructive production. There are 
many approaches to it. 

We believe there are quite a number of countries in this he misphere 
which are constructively reviewing their problem in this respect. 
It was one of the subjects diseussed in detail with President Lleras 
Camargo, of Colombia, while he was here. We do not believe in pro- 
grams which simply set out to destroy what has already been con- 
tributine something tothe well-bei ne of a¢ ‘ountry. 

Mr. Conve. In other words, you are saying you disagree with his 
agrarian reform / 

Mr. Rusorrom. I certainly disagree with the approach they are fol- 
lown a there. 


POLICY ON CUBAN IMMIGRATION 


Mr. Conre. Last year you testified, Mr. Secretary, that we had 
about 15,000 immigrants from Cuba in 1959 or maybe it was 1958 
Have we tightened up on the Cuban immigration quota since the 
revolution in Cuba and since they have a new regime ? 

Mr. Runorrom. No, there has not been any change in the immigra 
tion laws of the United States as far as entry into the United States 
is concerned. 

Mr. Conte. They are still coming over in the same numbers? 

Mr. Rurnorrom. I do not know the exact figures. I would be elad 
to try to get them for you. TIT think there is a normal increment of 
immigration from all of the countries in Latin America, including 
Cuba. There is a very large concentration in Florida and to a lesser 
extent in New York. I think they are still coming. 

Mr. Conrr. Now that it is a known fact that Cuba is a Commu- 
nist government—there is no doubt in anyone’s mind—is it wise for the 
United States to continue to allow these people to come into the 
United States? 

Mr. Runorrom. People known to be Communists are not able to 
come into the United States under our present immigration regula- 
tions unless they get a special waiver, and those are rarely given. 

I think it is unfair to say that most Cuban people are Communists, 
far from it, I think they are not. There is already quite a bit of 
Cuban reaction to the Communist role in Cuba, which is a quite 
articulate and effective role, in many sectors of the Government as 
well as public life. I think the Cuban people are reacting as you 
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would expect the Cuban people to react to that kind of alien, atheistic, 
imperialistic dictatorship influence. 


- COMMUNIST ACTIVITY IN PANAMA 

le 

ce Mr. Conrre. How about the Panama situation? Have you noticed 
ac wy Increase in C ee activity in Panama ? 

Mr. Rurorrom. I don’t believe the Communists are sparing them- 
to selves anywhere in the hemisphere, wherever they can move in. There 
ot are certainly some signs of Communist influence in Panama. I do 
ot not think there has been any notable increase in the past few months 
m in spite of some of the difficulties that have come to your attention and 
eS which have occupied our time. 

(| I think in certain of those instances Communists were certainly 

re stimulating and trying to take full advantage of ultranationalism 
and extremism in any form. I think on the whole there has been 

e rather speedy improvement in our relations with Panama in the past 

t. few months. 

is Ilowever, there are many problems we have with that country 

)- which are inherent in the rel: ationship we have because of the ¢ Canal 


- | Zone, which bisects the country, and I do not want to minimize the 
| problems. We have taken a rather constructive approac ‘th. Onee it 
s was clear they were not going to pursue their discussions with us on 
the basis of threat and duress, we have been able to accomplish quite a 

. bit recently. 
Mr. Contr. This may be a self-serving question. The question 


was asked : How much of this program is political ane how much is 


humanitarian? I could ask the same question in regard to other 
sues. Hlow much of our housing program or de preasackagte a pro 
ram or pollution program or educational program in this country 
, i political and how much humanitarian? It is hard to make a 


distinction ? 
Mr. Runorrom. Yes, sir. 
Mr. Conrr. No further questions. 
Mr. Passman. If there are no further questions, thank you very 
much, Mr. Secretary. 
Mr. Runorrom. Thank you. 


OreGOoN Strate CoLtitece Conrracr 


Mr. Passman. We shall proceed with our consideration of technical 
aid. First, we shall take up Audit Reports No. 51 and 51-A and 
correspondence between Thailand, USOM, and ICA on Po Oregon 
State College contract. We would like to see that material at this 
time, 

Mr. Tennant. I have Audit Reports No. 51 and 51—A. 

Mr. Passman. Could we have a look at the audit reports? Was this 

, report oo indictment of this project ? 
Mr. Grant. Mr. Chairman, I have not read this report in detail. 
| Mr. Passman. Let us go over it together briefly. “Part II—Sum 
mary of Findings,” page 3 of Audit Report No, 51, reads: 

1, Lack of internal control over supporting vouchers.—Supporting vouchers for 

expenditures of counterpart funds were not numbered and were referenced in 


the project ledge ‘r only by date. 
(See pt. III-1.) 


393909 —60—pt. 2 38 
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2. Unsatisfactory financial control—The audit disclosed that the accounting 
and expenditure of counterpart funds released to the Kasetsart University had 
not been in accordance with TTEC/USOM regulations and procedures, 

(See pt. I11-2.) 

3. Unauthorized expenditure of counterpart funds.—Expenditures were made 
which were not in accordance with the terms of the project agreement and are 
as follows: 


Period 4 int 
I N 3-11-7- oy ae Current year 1957 | B283, 083, 95 
Project No, 93-11 1 ¢ ot cider ibasbedaaadiede Current year 1958 j 92, 843 
1, 


(See pt. III-3). 

1. Erpenditures in excess of B 5,000 without TTEC/USOM approval.—Ex- 
penditures in excess of B 5,000 for a total amount of B 254,411 were made 
without TTEC/USOM approval. 

(See pt. I1I—4.) 

5. Lack of Coordination between chicf of party and project director.—Vouchers 
approved for payment by chief of party were only on expenditures idrectly relat- 
ing to American staff personnel. There was no evidence of concurrence in other 
project expenditures. 

(See pt. IlI-5.) 

6. Lack of internal control over vehicle operation and reimbursement fm 
nonofficial use.—Reimbursement was not made to the project account for non- 
official use of vehicles due to records not being maintained the operation of the 
automobiles. 

(See pt. III-6:) 

7. Gasoline records not properly maintained.—The record of gasoline received 
and issued was not properly maintained. Issued slips were not always required 
and the amount received was not recorded, 

(See pt. III-7.) 

8. Gasoline issued for use in nonproject automobile—Examination of the 
record book and issued slips disclosed that gasoline was authorized for use in 
nonproject automobiles 

(See pt. ITI-8.) 

9. Erroneous distribution of counterpart expendtiures.—Review of the vouch- 
ers supporting expenditures disclosed counterpart expenditures erroneously 
charged to various object classes as follows: 


| Period {mount 
I ect No. 93-11 130 (4 _ hi . Current year, 1957 B14, 801 
Project Ne j 81 20(¢ Current vear, 1958 150 694 


(See part III-9.) 


10. Lack of time, attendance, and leave records.—Time, attendance, and leave 


records were not maintained for Thai and American personnel. 
(See part ITI-10.) 


ll. Barcess number of Thai employees paid by counterpart funds An examina- 
tion of the records of employment and a survey made of job classifications 
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disclosed an excess number of 57 Thai employees were paid B 197,680 from 
counterpart funds in the following amounts: 


\ her of } ess num F xcess 
I employees ber of ¢ int p 
pl ¢ 
( ( ear 1957 24 B46, 12 
Current veur . A) 4 l tit) 
Total 74 7 197, 680 


(See pt. I1I-11.) 

Now, turning to page 6, I read further: 

This results in 

(1) Erroneous monthly financial reports being submitted to TTHC/USOM, 
and 

(2) A discrepancy in the amount of undisbursed funds indicated in the 
project ledger as against the balance of the project bank account. 

(vb) The project ledger was not properly maintained as to funds received and 
disbursed. Details areas follows: 

(1) Balances were not carried forward or brought forward. 
(2) Cumulative totals for disbursement were not recorded. 
(3) Funds received were not totaled monthly or accumulated. 
(4) Reconciliations to bank statements were not made. 

The keeping of incomplete records is not in accordance with generally accepted 
accounting procedures and not in accordance with TTEC/USOM regulations and 
procedures, and has resulted in erroneous monthly financial reports being sub 
mitted to TTEC/USOM. 

Would any useful purpose be served by inserting the document in 
the record? Iam reading only a few excerpts from one. We can get 
No. 51. There area lot of indictments in there. 

Mr. Anprews. Mr. Chairman, may L ask two questions 4 

Mr. Passman. Surely. 

Mr. Anprews. First, was that the General Accounting Office report 
or the auditor’s report of ICA ¢ 

Mr. Passman. The ICA report. 


FOTAL AMOUNT OF CONTRACT 


Mr. Anprews. What was the total amount of the contract ? 

Mr. Grant. Sir, the total amount of the contract was $785,000 from 
the U.S. Government. Then, in addition, there was a Thai contribu- 
tion to the total project of local currency, part of which was funded 
out of counterpart and which covered more than just local currency 
cost of the project ; also covered buildings, personnel, et cetera, Thai 
side, $1,685,000 equivalent in baht. 

Mr. ANprews. That madea total of S1,S00,000 ¢ 

Mr. Grant. Add $785,000 and $1,685,000; approximately $2,670,000 
for the project. 

Mr. Anprews. Has the General Accounting Office looked at this 
contract and made a report on it ? 
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Mr. Tennant. Before losing that question, this audit was made by 
the mission. Mr. Andrews. It only covers the counterpart used in the 
project or the cor per iting country’ s funds because some was counter- 
part and some was not. The amount was 2,720,038 baht. A baht is 
wortha nickel. lt would be substantially less. 


CORRECTIVE ACTION TAKEN BY MISSION 


This particular report was made and it was my understanding the 
mission then took action: between the time we closed last night and 
10:30 this morning | did not have much time to go into this report, but 
my understanding is the mission did take corrective action with the 
university and the Thai Government officials to get these items that 
were brought up acted upon and corrected. 

I also understand that at one time the Hardy committee evidenced 
interest in this particular report, and this report was furnished to Mr. 
Hardy. 

Mr. Passman. Will the gentleman yield / 

Mr. Anprews. Iam through. 

Mr. Passman. I think the —— will indicate you gave us a figure 
on counterpart funds of $1.323.000. Are vou using a different figure 
today / ; 

Mr. Murrny. No, sir. This 2.7 million Mr. Tennant refers to is 
haht, not dollars worth of baht, | mt actu: ally baht worth a nickel apiece. 
You divide the 2.7 million by 20 in order to find the dollar equivalent. 

Mr. Passman. This contract started in 1954 ? 

Mr. Murriry. I think so. 

Mr. Passman. You found irregularities just about the time we were 
ready to conclude the contract / 

Mr. Mvurrny. Of course, the contract is limited to dollars—a 
S785.000 deal. The baht that have been mentioned have been used for 
a number of things that are not involved in the contract. 

Mr. Passman. It could be if you got the total amount of dollar 
equivalent, vou would find there was $11 million spent. 7 hi id two 
types of local currency. We had the coun terpart as well as U.S. owned. 

Mr. Murriry. Not as well as U.S. owned: as well as Thai Govern- 
ment contributions from their tax revenues. If you recall, last night 
we gave you a break of roughly 1.3 counterpart. 


MISMANAGEMENT UNDER CONTRACT 


Mr. Passman. Do vou think if the same man handling local cur- 
rency had this much mismanagement, he would not carry it into the 
dollar end also¢ ‘They ignored all agreements. Do you think they 
would have handled the dollar appropriation any better ? 

Mr. Mvrptry. It is hypothetical because the men you refer to had 
no control over the dollars. That was Oregon State. 

Mr. Passman. Are they not managers of the university? 

Mr. Murpny. Not Americans. The Amerieans control dollars. 

Mr. Passman. Those people apparently had their eye more on en 


rie ‘hing themselves than in « arrving out the intent of this contract. 
Mr. Murp ny. | thought vou meant if they had run the dollars. 
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Mr. Passman. Tl ey did not alloeate it. but 1t was all spent for the 
purpose of promoting this contrac a4 
~ Mr. Murpuy. I would put it differently. 

Mi. Passman. Put it your way. 

Mr. Murruy. Promote the university. 

Mr. Passman. Promote the university / 

Mr. Merpny. Both the contract and these balit 

Mr. Passman. The contract was in connection with the job of the 
university ¢ 

Mr. Murreuy. Improving the university ; yes, sir. 

Mr. PassMan. Do you think they could be so lily white with dollars, 
after the type of information these reports disc lose ? 

Mr. Murruy. I would emphasize, Mr. Chairman, that the dollars 
were spent by Oregon State, American people, and were reimbursed 
to Oregon State upon submission of vouchers showing paid invoices, 
payrolls, et cetera. 

Mr. Passman. I understand. 

Mr. Murrnry. The people who are criticized here are Thai in the 
expenditure of Thailand baht and they had no access to control of 
the American dollars under control of Oregon State. 

Mr. PassmMan. But the same people were involved in carrying out 
conditions of the project. 

Mr. Murpny. Yes, of the project. 

Mr. Tennant. This particular report covers the period January 1, 
1957 through February 1959, and was released in May 1959, J believe. 

Mr. Passman. I shall not pursue this. I suppose you have 50 
pages of similar unfavorable material. 

Why would it not follow, when a situation such as this arises, if 
you want to defend this program, if you want to improve the program, 
would you not make a stronger and a more favorable impression on 

these people if you say that this contract is scheduled to terminate on 
this date, it will terminate on this date? Would not that be better 
than to tolerate this, and then endeavor, for reasons which I doubt 
we shall ever know, to attempt to extend the contract which, in all 
probability, could be punched full of holes, had very little value? = In 
all probability, if you wanted to pin it down, some individual was 
insisting that his views prevail, regardless of the findings or recom- 
mendations, 

Do you not think you would help _ program, when you run into 
things like this, rather than extend i . that you would go ahead and 
let the contract expire, and ee those people for not extending 
proper cooperation, not abiding by the rules set up by our own 
mission ? 

Mr. Tennant. I am sure when this audit report was issued in May 
1959 that the mission in Thailand made strong representations to the 
Kasetsart University people and to the contractor because the con- 
tract. at that time still had a year to run, roughly. I am sure every 
effort was made to correct these deficiencies. 

Mr. Passwan. You corrected it after the contract had been running 
for years, and was near the point of expiring. Is that a statement 
of fact? 
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Mr. Tennant. I think this is roughly a year before the contract 
expired. 

Mr. Murepny. May 1959. 

Mr. Passman. When was the contract signed, and when did you 
have your last recommendation to terminate the contract, before a de- 
cision was made not to terminate ¢ That Was as late as abo ul January 
of this year? 

Mr. Murvuy. tam not too much up on this. This was in the cor- 
respondence Mr. White was handling as to when there was request 
for termination or extension. 

Mr. Granr. I believe it was early last fall that the communica- 
tions came in. 

| think it shou be noted, sir, that these cover irregularities that 
relate to the way the university, Kasetsart University, handled the 
counterpart as well as certain problems with our ICA contractor out 


RECOMMENDATION BY MISSION FOR TERMINATION OF CONTRACT 


Mr. Passman. The university was fouled up enough that your own 


Inission recommended termination of the contract: is that correct ? 

Mr. Grant. Their recommendation for termination of the contract 
as I understand it, was not based upon these particular accounting 
in? iti 


murarities. 


Mr. Passman. You have the rest of the morning, talk all vou 


please. 1 think it is rotten to the quick. ] hink vou know this 
committee knov it should have been terminated. I thy ou know 


that the mission recommended it be terminated. ICA Washington 
reversed the recommendations of the mission. 


Mr. Grant. Sir, ICA did not reverse the recommendations of the 
mission. They had consultation, as you remember, with the director 
of the n 1Sslo when he came in. It was agreed that in view of the 
uncertainties ¢ his that an evaluation or review group | i two out- 


standing individuals — 


{ rr {"4 ‘ . . ] ] thi te 
Mr. Passman. After vour mission had recommended that this con 


tract be terminated. I am not going to reveal all the information I 
have. I clo not want toembarrass others. 
DISPATCHING OF TEAM TO THAILAND TO DETERMINE FUTURI 


CONTRACT 


Mr. Grant. ICA did not reverse the mission in the sense that they 
came in and said it should be terminated. ICA did not tell the mis- 
sion that it should be continued What ICA decided after consul- 
tation with the mis ion cdirect« e when he Was 10 Washing Ol and 
with which he strongly concurred, as I understand it—was that a 
team of two outstanding individuals ineluding, one, a former Director 
of the FAQ and, two, the Director of the Graduate School of the 


U.S. Department of Agriculture, to go to Thailand, go into the whole 


Y 
situation, and that based upon then report, the tinal deeision would 
be made with respect to this contract. 

Mr. Rnopes. Will you yield at that point. Mr. Chairman ¢ 

Mr. Passman. Certainly. 
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Mr. Riiopes. Why would two people who had never had anything 
to do with the contract know more about the continuance of the con- 
tract than the ICA Director in the country’ Why could you not take 
the word of the man who had been on the ground all the time / 

Mr. Grant. As I understand it, Mr. Rhodes, there were some sig- 
nieant ditferences of opinion between the Oregon State people on 
ertain issues and our own mission. In view of the apparent W ide 
ranve of disagreeme nt, ICA Washington in exercising i its aperer I ite 
md necessary supervision over the action of the people in the field 
dec ded that in this particular case it would be desirable LO can a 
summary an lysis of what the situation was by some outsiders who 
had not been involved in what had been a difference of vi wpoint for 


some time in the field | vpetween the contracto! and the ly 


Mir. Ritopes. The group that wanted to retain the contract was ¢ re- 
gor. State and the person vanting to terminate 1t Was ICA mission 


director 4 

Mr. Grant. Yes, sir. 

Mr. PAsSSMAN. I ain not implying dishonesty. h al maki YY Tie 
statement the wav I see it. 

I think it is rotten to the bone. I think it should be diseontir 
If anything has ever come before this committee that is hard to de 


A 


— 


fend. other than just dealing in gener: ities, it is this contrac 
know. as well as I know I am facing you, it was recommended to TCA 
Wa hington that this contract be terminated. I conclude what I am 
ing to say about this by stating that if I were charged with a crim 
i! offense and the jude ve gave me the right to pick my own jury, | 
chow just about what tl e final decision would be. 

I pre lict that these two people are goin 12 to come back and recom 


nad that this contract be con tinued. Tam going to wit for develop 
meiuts 
Mir. Anprews. I would like to know a es f who recom- 
ded that the contract be terminated w: ired « noted or re 
ed from Thailand. Ee atten de icheattl has 
Mr. (FRANT. The mission director 1s still on duty l | d ves 


\ir. Anprews. Has he been demoted, has his salary been reduced 7 

Mr. Grant. No, sir. 

Mr. Anprews. It looks to me as though he got about the same 
kind of reception here at ICA in Washineton that our former col 
leawue, Sam Coon, vot when he came up here to complan ahont 


irrecularities in the South American countries. 


} 1 

Mr. Passmwan. Only Sam Coon did not ehange his mind. and 
thi ICA director did. 

Mer. LNDREW .. It seelns strange that when the men ! the field 
Se this mismannaee nt and eome to Washineton and 1 ke are 


port on it that Washington does not back them up. 
Mir. Grant. In our exercise of our supervisory role over our 


Mr. ANprews. Which is the right to overrrule a recommenda- 
tion of the responsible man in the field You have the authority 
and you usually exercise it. This man Coon came up here. at his 


own expense, stayed around a week at ICA to try to report irregu- 
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larities in South America, could not see the riah. He went yea 
and he was virtually fired. Conditions were made so unpleasant for \ 
him that he voluntarily quit. 

It looks to me as though if you people in Washington were in 
terested in weeding out the mismanagement of this program, cel 
tainly there are cases of mismanagement, waste, and extravaen Ce, 
that you would coooperate with the man in the field who is out there 
seeing it day after day. 

Mr. GRANT. Sir, we do put a great deal of confidence in our Is: 
sions in the field. If there are some serlous issues about which CO} 
troversy may exist, it is our responsibility to look into it somewhat 
or to the extent necessary. In this particular case we reviewed the 
whole situation with the mission director when he was here. He, 
in reaching his judgment in the field, had reached a judgment ot 
the basis of opinions of certain elements of his own staff that were 
responsible for working on thiseontract. 

My understanding is that the mission director agreed that it would 
be highly desirable to get two clearly impartial people from out 
side. 

Mr. Anprews. He made that decision after coming to Washing- 
ton and talking to some of your people. When he first came here, 
he was of the opinion that the contract should be terminated, and 
so recommended. What happened to the poor fellow when he got 
here? What kind of treatment did some man in ICA give him to 
cause him to change his mind / 

Mr. Passman. Furthermore, he was out in Thailand on the job 
looking at it, visiting the university, seeing the records, sutfering 
the disappointment before he came 12,000 miles to Washington to 
have his mind changed for him. 

Mr. Anprews. Just like Sam Coon came here from South America 
after watching what had gone on down there for 2 years. 


Mr. Passman. The committee will recess until 1:30 o’clock. 
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AFTERNOON SESSION 
fo) Mr. Passo AN. The committee will come to order. 
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Bolivia. In 1960 vou had $2.730,000 for technical aid. You are 
request ing $2,550,000 for 1961, a reduction of S180,000, 

[t would appear from your statement, on page 86, that 
the current status of the economy, both public and private, may be succinctly 
described as bordering upon bankruptcy. 

[s this country in that bad shape? 

Mr. Arwoop. It is inthat bad shape: ves, sir. 


TOTAL AID SINCE INCEPTION 


Mr. Passman. What amount have we given to that country in total 
technical aid? 
Mr. Arwoop. Technical cooperation cumulative to June 30, 1959, 
S19.552.000. 
) 


Mr. Passman. For June 30, 1960 ? 














Mr. Murriry. 322,282,000. 
Mr. Arwoop. S22. 
Mr. Passman. What has been the grand total of aid to this country, 
since the inception of | his p rogram ¢ 
Mr. Arwoop. SP eEceat aia 
Mr. Passman. Yes, s 
Mr. Arwoop. As far nics ial assistance 
Mr. Passman. Let us get it in one lump sum. You do not have to 
break it apart. Total economic is $129,101.000 ? 

Mr. Arwoop. As of June 50, L960 4 

Mr. PassMan. Is that a correct figure? 

Mr. Arwoop. Yes. sir: $129.101.000. 

Mr. Murruy. That excludes one item, Mr. Chairman, which is a 
$4 million loan under the Development Loan Fund. 

Mr. Arwoop. That is right. 


Ys? OOU., 






















QUESTION TO 





AS 


J USTIFIC 





ATION 





FOR DEVELOPMENT LOAN TO BOLIVIA 





Mr. Passman. Why would you make a Development Loan to a 
nation when you state in your own justifications that they are border- 
ing on bankruptey 4 ¢ Why not go ahead and give them grant aid, 
and have it over? You do not expect to get any of this money back; 
do you? 

Mr. Murrny. That is a question the Development Loan Fund peo- 
ple would have to answer, Mr. Chairman. 

Mr. Passman. I would not extend credit to some customer who is 
just on the verge of bankruptcy. 

Mr. Murrny. There must have been a determination that there 
would be an ability to pay back in bolivianos, which is the local cur- 
rency of Bolivia. 

Mr. Passman. Is it the opinion of the witnesses before the commit- 
tee today that they are on the verge of bankruptey as a nation? 

Mr. Arwoop. They are on the verge in the sense that it could hap- 
pen. Weare hoping, of course, that it will not happen. 

Mr. Passman. Certainly we hope so, but in all probability it might 
happen. 

Mr. Arwoop. I am sure the DLF is banking that in 10 or 15 years 
she will be able to pay back. Policywise, we are hoping to shift from 
grant aid to loan. 

Mr. Passman. You mean 10 or 15 years of grant aid ? 

Mr. Arwoop. That in 10 or 15 years she will be able to pay back the 
loan the DLF has made. 

Mr. Passman. I broke a leg running one time trying to get to the 
end of the rainbow, bee: ause | hac | been tol | there wasa bucket of cold 
waiting. but Ihave not been that foolish since. 

Mr. Arwoop. If we do not shift from grant aid to loans and start 
out, we will never shift to it. 

Mr. Passman. You could not possibly, even using your imagination 
to the greatest extent possible, think of «a Development Loan as a 
loan ? 

Mr. Arwoop. Yes, sir. 

Mr. Passm AN. You do? 

Mr. Arwoop. ] do. 
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Mi. Passman. Do you realize, as I do, that all money paid back in- 
to the Development Loan Fund, whether it be in local currency or 
dollars, automatically is —— back, or can be plowed back, into the 
program, and none of it is returned to the U.S. Treasury, and that 
you would have to ame ee the law before the t: Ixpaye rs could ever de- 
rive one penny s benefit out of any repayment? Is it also your impres- 
sion that if you re ‘pay this loan in local currene y, that loeal currency 
can be spent only in that country, that you cannot bring anything out 
of that country against the local currency, that you cannot spend their 
local currency in any other nation, only in their nation? Do we have 
the same understanding about that ? 

Mr. Arwoop. That is the condition under which that loan is made. 

Mr. Passman. Youstill call it a loan / 

Mr. Arwoop. Yes, sir. 

Mr. Passman. I should like to borrow your imagination, and I 
mean that sincerely, but we shall not go further into that. 


TOTAL ASSISTANCE TO BOLIVIA FROM ALL SOURCES 


The total has been $133,101,000. We add to that $4 million under 
the Development Loan Fund. 

Mr. Murpny. That is already in it now. 

Mr. PassmaAn. Then it is $133,101,000 total ¢ 

Mr. Murruy. Yes, sir. 

Mr. Passaan. How about Public Law 480 ? 

Mr. Murreny. There has been some assistance under title II. 

Mr. PassMAn. In addition tothis? 

Mr. Murruy. Yes, sir. These are mutual security figures. 

Mr. Passman. Can we get the grand total ? 

Mr. Murreuy. Under title III, the voluntary agencies dis- 
tributed 

Mr. Passman. Whoare the voluntary agencies ? 

Mr. Mcureny. They are the 29 or 30 registered agencies, like the 
American Friends Society, the National Catholic Welfare Confer- 
ence, the Seventh Day Adventists, all those. 

Mr. Passman. Let us take aid which has been put up by the Ameri 

can taxpayers. Any in addition tothis 

Mr. Murriry. These Public Law 180, title III, surpluses 

Mr. Passman. How much? 

Mr. Mcurrny. $400,000, Mr. Chairman. Under title IIT of Public 
Law 480 

Mr. Passman. What is title IT of Public Law 480? 

Mir. Murpiry. That is the disaster relief provision. 

Mr. Passman. How much? 

Mr. Mcrreuy. Plus Public Law 216, which was the forerunner of 
title IT. 

Mr. Passman. Let us get that first. 

Mr. Mcreuy. They are both the same type of assistance, Mr. Chair- 
man. 

Mr. Passman. How much for the second one? 

Mr. Muretry. $26.828.000 worth. 

Mr. Anprews. Isthat for the total area? 

Mr. Murpnuy. That is for Bolivia. That is Public Law 480. 
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Mr. Passaawn. It looks, on that basis, as if we 
incompetence, 

Mr. Agvwoop. We did hot choose to go into Bolivia, Mr. Chairman. 
We felt that we had to come to the assistance of Bolivia and we dealt 
with the Government which existed there following the revolution. 

Mr. Passman. How did we get in there, then? Somebody made the 
decision. 

Mr. Arwoop. We chose to go in. 

Mr. Passman. You said we did not. 

Mr. Arwoop. We did not choose to go in on the basis of the expe- 
rience of the Government officials. 

Mr. Passman. But we did go in. 

Mr. Arwoop. We did goin. 

Mr. Passman. We have spent $160,329,000 to the present time. 

Mr. Arwoop. We have sir. 


are subseribing’ to 


CONTRIBUTION TO COOPERATIVE SERVICES 


Mr. Passman. Would you explain the “Contribution to cooperative 
services” item in the amount of $625,000 ? 

Mr. Arwoop. Those are the joint funds. The $625,000 is made up 
of $175,000 which is deposited on the joint account in the agricultural] 
program, $250,000 which is deposited in the cooperative service for 
the transportation program, $100,000 which is deposited in the joint 
account. for the health and sanitation program, and $100,000 in the 
joint account. for the education program. That is a total of $625,000. 


OTITER COSTS 


Mr. Passman. You know, a lot of little things make big 
In every country we run into other costs. For 
amount to $365,000. What do you mean by other costs ? 

Mr. Arwoop. You will notice that the major part of the other costs 
is under technical support, and that is made up of the supplies and 
things which are necessary to support the technicians | 


things. 
Boliy In. other eosts 


{ THs MN connection 


with the program. 

Mr. Passman. What are they? 

Mr. Arwoop. It includes local personnel, local services, communi 
cations, local transportation for U.S. technicians, rental space, 
todial services, maintenance, repair, and operating supplies. 

Mr. Passman. We shall not buy it on that basis. Let us break 
down, if you will, now. Let us take the item “Transportation total,” 
$70,000. What part of that is transportation ? 

Mr. Atrwoop. I would have to get that material from the field. You 
see, the $70,000 is broken up into $3,000 us sed i in civil aviation program 

S36.000 used in the cooper: itive service, $31,000 used 
maintenance and betterment programs. Wi ithin those f 
any one of the items I mentioned. 

Mr. Passman. Could you give us the amount? You would not 
want us to appropriate on faith. Could you possibly break down the 
$365,000 for us. so we shall know how much is transportation, how 
much is gas, how much may be representation, so we get a complete 
list for the record? When you have all of these things shown as 


CuSs- 


in the road 
fivures it could 
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other costs, and they constitute such a high percentage of the total, 
could you give us a breakdown and submit it for the record / 

Mr. Arwoop. We cannot. get that from Washington. We will 
have to get thet from the field. It will include these items. 

Mr. Passman. How did Washington make up this Justification 
sheet and set forth all these amounts‘ Did you just t: ike the field’s 
word ¢ 

Mr. Arwoon. The field turns in the request, as you will notice on 
page 89 under Agriculture-Servicio Administration. It turns in 
$9,000 for technical support and these other costs and cooperative 
services, 

Mr. Passman. On that one thing, for what purpose is that $9,000? 

Mr. Arwoop. I cannot tell you whether it was local, personnel, 
communications, technicians, rental space, custodial services, main- 
tenance, repair or oper: eget 

Mr. Passman. All right, sir. That $9,000 represents a very small 
part of the $365,000 which ae have set forth here that you want 
under this one item. They did not submit a lst for what the 
$9,000 would be spent ¢ 

Mr. Arwoop. They listed what it would be used for. After it is 
expended, the figures can be gotten for you. 

Mr. Passman. After it ise xpended ¢ 

Mr. Arwoop. When it has been expended by the field, they will 
account for it. That will show what it was spent for. It will be 
for certain of these items. Under that program we allow them 
S9,000 to cover these various activities that I have mentioned. 

Mr. Passman. But you do not know the component parts, the cost 
of each one ? 

Mr. Arwoop. Not in detail fer each project. 

Mr. Passaran. Neither could you give it on the $365,000 total: 
is that correct / 

Mr. Grant. Sir, one of the pro) jects you were asking for was the 
administration of the roads, showing $36,000 of “Other costs.” 
Included in that $36,000 are $12,000 for local travel, $2,000 for 
transport : 

Mr. Passman. What is the difference between transport and local 
travel / 

Mr. Atwoon. Transport is goods, I fuess. 

Mr. Grant. $1,000 for communications, $6,000 for rents and utili- 
ties, $1,500 for printing, $2.000 for local contract. services, $500 for 
supplies and locally available supplies and material, and $11,000 for 
salaries of local direct hire employees. 

Mr. Passman. That would be $356,000 of the $105,000. That one 
item you have been reading off would be “Other costs”? 

Mr. Grant. Yes, sir. 








COST 
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LOCAL PERSONNEL 
Mr. Passman. Since you have mentioned local personnel, I think 
we have established already that the total personnel cost is $44,000. 


Would we add the local per rsonnel from this e: ategory to the total given 
to us prev iously ¢ 


Mr. Grant. These are included. 
Mr. Passman. How many personnel do you have under the $36,000? 
Mr. Gran. There are five local hire, direct hire employees. 
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Mr. Passman. What are you working from thereé Does the com- 
inittee have that information ¢ 

Mr. Grant. No, sir. This is further backup material that we have 
to our presentation book. 

Mr. Passman. May I have a look, if you do not mind, sir? It is not 
classified : is it ? 

Mr. Grant. Not that particular one. 

Mr. Passman. Local currencies or dollars are paid / 


UTILIZATION OF LOCAL CURRENCIES 


Mr. Arwoop. They would be paid in local currencies as dollar costs. 
This is the material which is supplied from the field, Mr. Chairman, 
upon which these approvals are made in Washington. 

Mr. Passman. In addition to the dollar funding of these projects, 
how much local currency do you plan to utilize for these same or 
similar projects in fiscal year 1961 ? 

Mr. Grant. $1,140,000, sir. 

Mr. Passman. That is American owned / 

Mr. Grant. It is MSP, including counterpart. 

Mr. Passman. Did the nod indicate it was American-owned ? 

Mr. Arwoop. Bolivian-owned. 

Mr. Murrny. This is counterpart. 

Mr. Passman. Generated from American dollars ? 

Mr. Murruy. Yes, sir. 


CRITICAL REPORT BY SENATE GOVERNMENT OPERATIONS COMMITTEE ON 
BOLIVIAN PROGRAM 


Mr. Passman. As you know, the Senate Committee on Government 
Operations on January 20, 1960, issued a critical report on the admin- 
istration of the foreign aid program for Bolivia. The report, I be- 
lieve, can be summed up by the paragraph on page 9, which reads as 
follows: 

Most of the projects undertaken are being continued by the Bolivian Govern- 
ment. Several have been discontinued when it became evident they were beyond 
the absorptive capacity of the country; that counterpart funds were not avail- 
able; that some were years ahead of their time; and that others were in 
sufliciently studied and reviewed prior to execution. As a result, many of them 
stand in Bolivia today as “white elephants,” symbolic of the maladministration 
of the technical assistance phase of the U.S. aid program. 

That isthe report. You may want to comment on that. 

Mr. Arwoop. Iam familiar with that report. 

Mr. Passman. Would you comment as to whether or not you agree 
with the contents ? 

Mr. Arwoop. I would like to say, Mr. Chairman, that of the five 
projects which they mention, all except two are now in operation suc- 
cessfully. One of the projects which is not in operation is being re- 
viewed to see whether it will be carried forward or whether it will be 
altered or perhaps stopped. The other which is not in operation con- 
sisted of two mills, yucca mills, which were sent to Bolivia in order to 
produce yucca flour to mix with wheat flour during the period when 
they were very short on food. By the time the yucca mills arrived in 
Bolivia, the situation had changed and there was no need for yucca 
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flour to mix with wheat flour, since they had been able to purchase it 
from Argentina, and also wheat flour in surplus in the United States 
had arrived in Bolivia oy that time. One yueca mill is now being 
turned into a starch mill in Bolivia, and the other yucca mill is being 
offered for sale. I was os ‘neil on my recent trip down into Peru that 
it probably will be bought by Peru w ithin the ve ry near future. 

Mr. Passman. Then, this report is not subject to very great 
discount ? 

Mr. Arwoop. The other projects which are mentioned in there are 
now operating. At the time the report was made, it was correct that 
those projects were not operating. 

Mr. Passman. How about the “white elephant” part of it ? 

Mr. Arwoop. There may have been a delay—there may have been 
an unconscionable delay in getting them st: arted, but I do not consider 
them to be white eleph: ints. 

Mr. Passman. You have your opinion. We have the committee’s 
opinion. So the record will show both of them. Let those who read 
it evaluate it in their own way. 

Gentlemen, we are discussing Bolivia. Mr. Rhodes? 

Mr. Ruopes. I have no questions at this time, Mr. Chairman. 

Mr. Passman. Mr. Gary? 

Mr. Gary. No questions. 

Mr. Passman. Mr. Conte? 

Mr. Contr. No questions. 

Mr. Passman. Mr. Andrews? I apologize to you. That has hap- 
pe ned twice tod: ly. 

Mr. Anprews. That is a right. 

I believe you stated that we have spent down there or put down 
there approxim: ately $160 million, most of it since 1953. 

Mr. Arwoop. Yes, sir. 


EFFECT OF PROGRAM ON COST OF LIVING 


Mr. Anprews. I notice here that the cost of living index, using 1953 
as a base of 100, has steadily increased since 1953 to 1120 in 1956, 
2410 in 1957, 2558 in 1958, and 2680 in 1959. That is quite an increase 
in the cost of living. 

Mr. Arwoop. It isanincrease. It isa serious increase. 

Mr. Anprews. Do you think these millions that we put down there 
have made a contribution to this increase in the cost of living? 

Mr. Arwoop. I certainly do, sir, because I fee]—— 

Mr. ANprEews. You say you do? 

Mr. Arwoop. I do—not to the increase in cost of living, no. It has 
helped to stop the increase in the cost of living. Taking 1953, if you 
will notice, at 100, by 1956 it had gone up to 1,120. From that period 
on, it has only doubled. Doubling is a ve ry serious increase in the cost 
of living, but if you know the history of Bolivia from the revolution 
in 1952, the exchange rate, for instance, in 1952 was around 60 
bolivianos to the dollar, and when we started the stabilization pro- 
gram in 1956, it was 14,000 to the dollar. In other words, runaway 
inflation. We did check that. The cost of living since 1957 has held 
fairly well. In other words, it is a relative matter. I do not say it 
is not a serious increase in the cost of living. Itis. But it would have 
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heen much worse, we believe, if we had not been able to go in with a 
stabilization program and try to maintain an economy there which was 
at least fairly sound. 


CRITICISMS OF BOLIVIAN PROGRAM 


Mr. Awnprews. Now I should like to read from Senate Resolu- 
tion 43 dated January 20, 1960, from page 27. 

The subcommittee has concluded that: 

(9) Osear M. Powell is to be reprimanded for not reporting accurately on the 
nerformance of many individuals working under his direction, who compounded 
errors in the administration of various aspects of the program in Bolivia. 

(10) Mr. Rollin Atwood, the Regional Director, ICA headquarters, was 
viously at fault in failing to direct prompt, positive, decisive, corrective action 
it ICA headquarters and in the USOM in response to recommendations of both 
the 1955 and 1956 internal audit reports, and in failing to provide necessary 
followup measures. 

Are you familiar with these conclusions of that committee ? 

Mr. Arwoop. Lam,sir. 

Mr. Anprews. What can you tell us about the Oscar M. Powell 
matter ¢ 

Mr. Arwoop. As far as Mr. Powell is concerned, we have dis- 
ussed—TI_ personally have discussed with him the problems in con- 
ection with this report and with the whole Bolivian picture. Powell 
resigned about a year ago, I think it was, or 2 years ago. He was 
faced with a very serious situation in Bolivia. I think he would be 
the first to admit that he was not able to ear ry out the program with 
the decisiveness which he would have liked. But I do believe and 
[am perfectly ready to state here to this committee that [ think Mr. 
Powell tried his level best to carry out the program in the interests 
ifthe United States at the time he was there. 

Mr. Anprews. What is he doing now ? 

Mr. Arwoop. He is in private business in California. He retired. 

Mr. Anprews. What about Mr. Rollin Atwood ? 

Mr. Arwoop. I am Mr. Rollin Atwood, and all I can say is that I 
lid my best. 

Mr. Anprews (reading). 

Mr. Rollin Atwood, the Regional Director, ICA headquarters, was obviously 


it fault in failing to direct prompt, positive, decisive, corrective action at ICA 
headquarters * * *, 


Do you wish to comment on that ? 

Mr. Arwoop. I can assure you, Mr. Andrews, that I came into 
ICA in July of 1! 5 », and I have given the highest priority to Bolivia 
of any other country, I guess, in Latin America since I have been 
there. I have done everything possible I could to try to carry that 
program on successfully. I do not think it is worth your time or 
nine to try to go into all the difficulties of dealing with the problem 
in Bolivia following the social revolution which took place in 1952. 

Mr. Anprews. Well, you had a bad situation down there, and it is 
better today. Is that right ? 

Mr. Arwoop. It is much better today. TI think the thing is under 
control today. I think we have solved some of the most serious prob 
ems. IT think we are on a steady keel and making considerable head- 
Way at the present time. But there is no use arguing that it has not 
deen a very tough time. 


53909—60—pt. 2 39 
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Mr. Anprews. Conclusion No. 11 here reads: 
At the present time the mission in Bolivia, under the capable direction of 
Rey Hill, who was appointed on November 4, 1958, is being properly operated. 
That is all, Mr. Chairman. 
Mr. Passman. Thank you. 
BrRaAzin 


Summary of progran by major cost component and field of ac tivity 


[Dollars in thousands 


Major cost component by fiscal year 


Major cost component and field of activity i 
| Actual Estimated | Proposed 
fiscal year fiscal year fiscal year 
1959 you 1961 
Project la 
Fechnicians ‘ | 1, 869 | 2.774 | 2, 528 
Participants 1, 047 1, 480 1. 679 
Contractual service 1, 494 | $29 1, 594 
Supplies and equipment 150 | 190 353 
Contribution to cooperative services 695 6R8 58 
Other costs 424 633 7f 
Total project assistance 5, 679 6, 600 7, 50 
Number of people: 
Technicians (on duty close of yea } j 
U.S. employed aie cog 113 | 122 135 
Contract__.- | 164 50 7 
Total technicians 129 72 1” 
Sse —= = | —— 
Participants (programed during year j | | 
Noncontract } 361 | 439 | 503 
Contract 4 5l 30 
Total participants. --_. . : ; } 365 | 490 533 
Field of activity | | 
Agriculture, forestry and fisheries. 1, 372 | 1,473 1, 597 
Industry and mining—-—. 441 619 | 715 
Transportation ie ee 215 | 396 | 262 
Labor 7 } 216 225 | 280) 
Health and sanitation 748 | 804 | 912 
Education 1 897 1, 267 
Public administration | 1,575 | 1. 456 | 1, 739 
Community development, social welfare and housing 37 92 | 117 
General and miscellaneous 174 638 | 61! 
sasspeened | : cal 
Total by field of activity_- 5. 679 6, 600 7, 500 


Mr. Passman. Gentlemen, the next item will be Brazil. In fiscal 
1959 we had a program of technical aid of $5,679,000. In 1960 that 
Was increased to $6,600,000. What reduction will be made for fiscal 
1961, below 1960? 

Mr. Arwoop. The 1961 program we are asking for is an increase to 
$7,500,000, Mr. Chairman. 

Mr. Passman. Another increase, making a total of $7,500,000 ? 

Mr. Arwe OD. Yes, sir. 

Mr. Passman. That would be an increase of $900,000 for this one 
country £ 

Mr. Arwoop. That is correct. 


TOTAL AID TO BRAZIL 


Mr. Passman. Even though they resent us just a little bit, let us 
see how much we have actually helped this country. According to the 
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firures I have here. our aid to Brazil has been ————. That is includ- 
ing fiseal 1961. In addition, how much has been the total of local 
currency aid ¢ 

Mr. Arwoop. Mr. Chairman, could I have that last figure ? 

Mr. Passman. They are your figures, but I shall be happy to let 
you borrow them. That includes the 1961 planned program. 

* Mr. Arwoop. It includes military aid and economic aid. 

Mr. Passman. If you want to indicate military, and let them use 
subtraction and addition, all right. 

Mr. Arwoop. Economic aid and certainly the technical cooperation 
aid— 

Mr. Passman. The total number of dollars of the American tax- 
payers that have been spent in this country, whether it was for moon- 
shine or anything else. Could you tell us the amount of local cur- 
rency ¢ 

Mr. Arwoop. The only local currency in Brazil is under Public 
Law 480—$148 million. 

Mr. PassMan. We add to that $148 million ¢ 

Mr. Atwoop. That is the sale of surplus agricultural products for 
local currency. 

Mr. PassmMan. But it went into Brazil. What is the total amount? 

Mr. Arwoop. The local currency under our program is $148,075,000. 
That is cumulative as of June 30, 1960. 

Mr. PassMan. Subject to correction, that would make a total 
of ———-. 

ATTITUDE OF BRAZIL TOWARD THE UNITED STATES 


In that connection, is this somebody’s imagination committed to 
writing : 

Brazil’s economic frustrations tend to promote resentment against her tradi- 
tional friend and ally, the United States. 

We got along very nicely with them until we started pouring these 
fantastic sums in there. 

I quote further: 

This is complicated by the Brazilian feeling that the United States neglected 
its South American allies while concentrating its attention on other areas. 

Is there any justification for a statement of that type, when we 
take into account that we have given those people over a quarter of 
a billion dollars in such a short period of time? How could any- 
body use their imagination or how could Brazil ever indicate any 
resentment, when we have been so very generous to them with our 
money? Is that feeling still prevalent ? 

Mr. Arwoop, That is somewhat still present. 

Mr. Passman. Kind of, “We are glad you gave us this, but we 
wanted more” ¢ 

Mr. Arwoop. Part of the reason for this feeling, which is prevalent 
but not unanimous, in Brazil, is that Brazil was our ally during the 
war, and did not receive anything comparable to the other countries 
Which were our allies during the war. She does not consider the 
$148 million of surplus food sold to her, for which she has to pay 
back, a gift. Therefore, she subtracts the $148 million. She has 
borrowed over a billion dollars from the Export-Import Bank. 
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Mr. Passman. In addition to all this we have been discussing ? 
Mr. Arwoop. Yes. 
Mr. Passman. What else? 
Mr. Arwoop. She has borrowed $267 million from the International 
Bank through December 31, 1959. She is a country which was larger 
than the United States until we added the 50th State. She’s a country 
of over 60 million people. She feels that she has not been treated com- 
mensurate with her importance. She resented the fact that the Mar- 
shall plan did not include her, although she had been an ally during 
the war. 

These are some of the things which have generated this feeling. 

I think a good many of the thinking people in Brazil do not go 
along with that, but it certainly is true that that feeling exists. 

Mr. Passman. This came subsequent to World War IT; did it not? 

Mr. Arwoop. Yes. 

Mr. Passman. Now let us see just how our dollar diplomacy has 
worked down there. I read your own language: 




















The rapid spread of this feeling indicates that during 1960, Brazilian presi- 
dential year, United States-Brazilian relations may face their most difficult 
test to date. 











Evidently we have not made very much progress with these dollars 
down there. 

Mr. Arwoop. Brazil has not made the progress which she thinks 
she should. 

Mr. Passman. I am speaking about the good neighbor policy, and 
her friendship for her neighbors to the north. It seems it has not 
been very successful, if what you state here on page 91 is factual; and 
I certainly have no right to discount it. 

Mr. Arwoop. The facts are correct. 

Mr. Passman. All right, sir. 

Mr. Arwoop. In spite of that fact, I would like to add, Mr. Chair- 
man, that Brazil has cooperated with the United States in a great many 
of our more serious problems in the United Nations and other places. 
I do not want the record to show that she is a country which has not 
cooperated and does not cooperate with the United States, although 
she does have some resentment. 

Mr. Passman. But there isa resentment and— 







The rapid spread of this feeling indicates that during 1960, Brazilian presi- 
dential year, United States-Brazilian relations may face their most difficult test 
to date. 







Do you have a beginning period for that ? 

Mr. Arwoop. They have been facing it during 1960. That is one 
of the reasons the President’s trip to South America was planned, as 
I am sure the committee knows. I think the situation is better today 
than it was earlier in the year. 

Mr. Passman. This is the first information we have had that it 
was improving. You certainly understand when 

Mr. Arwoop. It was not improving at the time this book was 
printed, Mr. Chairman, I can assure you. 

Mr. Passman. That is exactly what we are going to do when we 
mark this bill, not pay too much attention to these books. T believe 
that if we had time to do the research, much of what is in this book 
would have been refuted. Weshall strike an X through that one now. 
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What is the estimated cost to complete each of the three new projects 
listed on page 197 ? 


COST OF PUBLIC HEALTH ADMINISTRATION 


Let us take first the Public Health Administration. What has 
been the cost to date ? 

Mr. Arwoop. To complete all of them, $2,776,000. 

Mr. Passman. Give them to us one at atime. 

First, Public Health Administration. What has been the cost 
through fiscal 1960 ? 

Mr. Arwoop. The figure from 1961 on for Public Health Admin- 
istration is $560,000. 

Mr. Grant. This isa new project. 

Therefore. the cost would not be $560,000 to date. This is the cost 
through to completion of a new project proposed for 1961. 

Mr. Passman. That isthe total. 

Mr. Grant. Subject tothe availability of funds. 

Mr. Passman. When isthe termination date ? 

Mr. Atrwoop. 1965. 


PUBLIC HEALTH METHODS DEVELOPMENT 


Mr. Passman. Then you have another item directly under that, 
“Public health methods development.” 

Mr. Arwoop. Yes, sir. 

Mr. PassmMan. You are asking for $658,000. What is the total cost 
from beginning to end for that project ? 

Mr. Arwoop. That would be $658,000. 

I am sorry ; $2,738,000. 

Mr. Passman. This little downpayment here represents about 20 
percent of the total ? 

Mr. Arwoop. To be completed in 1965. 

Mr. Passman. Then you have “Industrial hygiene,” and the total 
cost is $250,000, and it finishes in 1963 ? 

Mr. Arwoop. Yes. 

Mr. PassmMan. What is “Public health methods development”? 

Mr. Arwoop. The general description would include sanitary engi- 
neering which is to facilitate the development of public engineering 
potentials in Brazil and to integrate these into the work in various 
regions of Brazil. This is done through public water supply financing 
and operation. 

“Public health education,” which is the second major part of the 
project in conjunction with the Brazilian authorities, medical and 
health schools, the University of Bahia, University of Rio Grande de 
Sol, and the University of Sao Paulo. 

Mr. Passman. These are university contracts ? 

Mr. Arwoop. No: these are projects to assist these universities in 
public health education. 

Mr. Passman. Technical advice ? 

Mr. Arwoop. To help them, advise and equip them, equipment 
demonstrations, in order to help them set up public health education 
programs, by improving curriculum and teaching methods in public 
health discipline. 
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This will be done by supplying and analyzing the present course of 
study in conjunction with the Brazilian Health Ministry and specific 
requests of the schools. Also, recommending and assisting in the prep- 
aration of new course material, evaluating teaching aids available 
to schools, furnishing demonstration material, audio-visual and labora- 
tory aids where deemed essential. 

This will also involve visiting schools of medicine and public health, 
visiting lecturers on various public health subjects among Br azilian 
professional groups and obtaining advance training in the United 
States and occasionally in third countries. 

The third one is “Dental public health.” 


TRAINING IN 





THIRD COUNTRIES 





Mr. Passman. Third country? Taking Brazilians with our dol- 
lars and sending them to some other country ? 

Mr. Arwoop. That means sending them to a third country. 

Mr. Passman. Some other country other than the United States? 

Mr. Arwoop. The first isthe United States; the second- 

Mr. Passwran. You are asking for money in this particular pro- 
gram to take Brazilians and to send them to a third country, other 
than the United States? 

Mr. Atrwoop. That is right. 

Mr. Passaran. Do you know to what countries vou are going to send 
them ? 

Mr. Arwoop. It will depend on the subject matter. 

Mr. Passman. I wonder if we are not sending people to these other 
countries to teach these people. It is getting very complicated. 

Mr. Arwoop. We are sending Brazilians to third countries to ob- 
tain training where we think it would be more efficient and cheaper. 

Mr. Passaran. What if we find out, and trace this to the end, and 
see that we are taking U.S. technicians to send to the very countries 
who are going to send these people to teach those people, before they 
teach these people? Could you tell us to what countries you are 
going to send them ? 

Mr. Arwoop. IT cannot give you the countries each technician will 
ro to until they are chosen and until the course of study is decided on. 
Then the place where they can best attain that course of study is 
chosen. 

Mr. Anprews. Will the gentleman vield ? 

Mr. Passman. Yes. 

Mr. Anprews. Did we have this in 1959 ? 

Mr. Passman. No: this is a new program, under this one item in the 
amount of $2,738,000. They are asking for a downpayment of 
S658.000 for 1961. 

Mr. Gary. Why should you send them to a third country rather 
than bring them to the United States? 

Mr. Arwoop. In a good many eases, the language difficulty is in- 
superable in bringing them to the U nibod States. In other cases, it 
ischeaper. They can get just as good training for their needs in some 
other country besides the United States. 

Mr. Grant. A typical example of this, sir, and one that we have 
clisenssed in this committee before, is sending people to the American 
University at Beirut. 
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Mr. PassMAN. The chances are that we are going to send our peo- 
ple to some other country to train them, so that when these people 
vet there, our people will have trained those who are going to train 
these other people. 

Could it work out that way / 

Mr. Arwoop. I think it could. 

Mr. Passman. I think it would be just about that complicated; 
and I must say that you are honest, as usual. 

Mr. Arwoop. Our job is training. 

Mr. PassmMan. We hope if we teach these people, they will have 
those people well enough trained. 

Mr. Arwoop. I would like to ms for the record on this project 
that there are several other fields. I do not know if you want to go 
into them or not. 

Mr. Passman. I think that is enough. You have mentioned forty 
of them. 

Mr. Arwoop. We have “Hospital administration,” “Nurses educa- 
tion,” and so on. 


ASSISTANCE IN PUBLIC AND BUSINESS ADMINISTRATION AND EDUCATION 


Mr. Passman. Would you comment on the expanded assistance 
io be provided U.S. universities by a $900,000 increase above fiscal 
year 1960 program / 

Mr. Arwoop. Yes, sir. Those are on page 98 and they are primarily 
1 “Public and business administration and education.” This is a 
field in which, I think, I mentioned last evening the Latin American 
wniversities as a whole have never really entered into the training of 
business administration or public administration or economies. The 
Brazilian universities are now requesting assistance in setting up busi- 
ess administration and public administration courses. This is an in- 
crease from $379,000 to $901,000 in that project. 

Mr. Passman. It would appear that you have a contract proposed 
of about $901,000 ? 

Mr. Arwoop. Yes. 

Mr. Passman. With whoin is that contract / 

Mr. Arwoop. That contract is with the University of Southern 
California to provide nine professors of public administration and 
with Michigan State University to provide seven professors of busi- 
hess administration, as well as 32 training grants for 1 year. The 
purpose is to establish Brazilian educational institutions capable of 
generating teaching staffs and professional personnel. 

Mr. Passman. We have some 87 contracts, involving the use of, 
in round figures, $100 million, with universities alone. 

Are we not soon going to have all of these professors and _tech- 
hiclans away = these colleges? How are we going to teach our 
own people? I do not see how they could possibly stand sparing as 
many people from their faculties as you have indicated in the technical 
assistance program since we started oe hearings. 

Have you had an opportunity, Mr. Grant, to go into that, to see 
whether or not we are depleting their own faculties, or are they just 
going out and recruiting ? 

Mr. Grant. Sir, this has been a matter that we have discussed at 
very considerable length with our university contractors. They are 
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very cognizant of this problem and it is for this very reason that most 
American universities will take on only a very limited number of 
these. Let us take a place like the University of California or Michi- 
gan State. These are very large educational institutions. 

This has been a matter of concern. As you remember, when we 
went through the Oregon State College contract. last night—— 

Mr. Passman. I hope we do not go through it again. 

Mr. Grant. The statf from that college were all Oregon State Col- 
lege staff and this does represent a drain and does represent a limiting 
factor on the ability of the universities to participate in too many 
programs. 

Mr. Passman. This windfall is quite an inducement to get them to 
cooperate f 

Mr. Granr. Sir, these are not windfalls insofar as- 

Mr. Passman. According to your opinion. 

Mr. Grant. Insofar as the universities are concerned. They are 
cost-reimbursable contracts. In many cases it is only against their 
great reluctance that we have been able to persuade appropriate 
institutions to go into an oversea contract. 

Mr. Passman. If you ever need any help in your persuasion, you 
can call me. We have Members of Congress who are willing to come 
before the committee to testify as to their own universities, so they 
may get their fingers in the pie, too. 

I received a letter only this morning from a Congressman who 
insisted on getting his university in on one of these contracts. 

Mr. Anprews. Mr. Chairman, could we get the salaries to be paid 
these professors under this contract, and, if possible, the salaries they 
received prior to this? 

Mr. PassmMan. We are going to go further than that. 











COST OF 





EDUCATION CONTRACTS 
What have you had for this project, since it is a continuing one, 
prior to fiscal 1961 7 

Mr. Atrwoop. As of June 30, 1959, $1,204,000. 

Mr. Passman. Let us project it to conclusion. When do you think 
you will educate these people in this field, and be able to bring these 
folks back home ? 

Mr. Arwoop. The total cost, including what we have already spent, 
is $5,984,000. 

Mr. Passman. All of this is part of our contracts with the univer- 
sities? This is technical aid? 

Mr. Arwoop. A large part of it is technical contracts; yes. 

Mr. Passman. What isthe rest of it ? 

Mr. Arwoop. In this one it isall contracts. 

Mr. Passman. Could you give us a copy of your contract with each 
one of the universities which may be participating in this project? 

Mr. Arwoop. In this project? 





PERSON NEL 





COSTS OF PROFESSORS 





Mr. Passman. Yes: a breakdown of the $5 million figure, and a 
list of the professors. their salaries, and their respective colleges. 
Please give us their salaries at the universities before they made this 
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sacrifice to go out, how long they were with the universities, and what 
they are getting in these new assignments. 

Be sure to include the hardship pay and all other allowances. 
Would you be able to break that down for us? 

Mr. Arwoop. I hope we will be able to get it for you tomorrow. 

Mr. Passman. That will be fine. 

I want tothank you for the information you are giving us. 

Projecting these items to conclusion, we were getting into some 
very large figures. 

Mr. Arwoop. You are dealing with a large country, Mr. Chairman, 
not like the other countries in Latin America. 

Mr. Passman. It does not make any difference how small; the 
smaller the country, usually the better excuse for funds. 

Mr. Grant. In the interest of getting this, could we have the tran- 
script read back with just exactly what you want? 

Mr. Passman. I could give it to you quicker than reading it back. 
You indicated you had several universities involved in a contract. 
We want the names of the professors, from the colleges, their salaries, 
their present salary, and by that we mean their last salary. Some 
of them get rapid promotions. 

Add to that the hardship oversea pay, plus housing, and other 
considerations you may give them, so that we may arrive at a grand 
total per professor. 

Can you do that for us? 

Mr. Grant. Yes, sir. 

(The information requested follows :) 


BRAZIL 


Michigan State Univers ity- —FEducation for business administration 


Technicians Salary Previous 


earnings ! 


1 Blakeslee se eee a : $9,800 | $8, 760 
Raymond O. Burzynski cede 13, 500 14, 500 
irl Frost : | 14, 600 13, O80 


rles Lawrence. _- ae : 12, 100 10, 740 
ide MeMillan at Ee 10. 000 Rg 
Arthur E. Warner... F 11, 000 


a 

Richard F. Gonzalez F: : 8, 600 7, 680 
C} 

Cla 


, 20) 
9, 840 


conversion of salary to annual basis where appropriate.’ 
- TE No post differential is paid in Brazil. Quarters allowances are paid as prescribed in Dep 
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{State Standardized Regulations (Government Civilians, Foreign areas). 
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University of Southern California-——Education for public administration 


















Technicians Salary | Previous 
earnings | 


George Ben $13, 500 $13, OO 
Earl C. C pbell 12, 000 14. 48 
Russell Cresap 12,000 11, 70 
Samuel H. Jameson. ake 12, 000 9, 2 
Raymond C. Jolly ‘ , 5 : 10,032 | 9, 14 
Raymond Mclivenn 9, 000 10.01 
Alfred Oberu 9, 200 6, 84 
John F. Rood . 13, 200 12. On 
Ivan L. Richardson 10, 000 Q. OM 





1 Includes conversion of salary to annual basis where appropri:te. 


Not! No post differential is paid in Brazil. Quarters allowances are paid as prescribed in Department 
of State Standardized Regulations (Government Civilians, Foreign ar 











Mr. Passman. Could you count the number of projects in Brazil! 
You have 56 old contracts and 3 new ones proposed 4 
Mr. Grant. Thirty-six projects. 


















RESULTS OF DENYING 





NEW PROJECTS 





Mr. Passman. These three new ones add up to $3,548,000. If the 
Congress, in its wisdom, should deny funds for starting any more of 
these new projects, and we bring some others to completion, do you 
think great harm would be done / 

Mr. Arwoop. Pardon me? 

Mr. Passman. As you have a program here that is already going 
into tens of millions of dollars, a university program alone in excess 
of $5 million, and then you start 3 new programs; you will have 
36 old programs that take us into the future, but you are starting 3 
new programs. If the Congress, in its wisdom, should deny funds 
for starting these three new programs, for which the ultimate cost 
will be some $3,548,000, do you feel that you could operate your pro 
gram without that? 

Mr. Arwoop. Not successfully, sir, because the whole field of health 
education and sanitation would be neglected. I think that is a field 
we would all consnler to be an essential field. 

Mr. Passman. You have so many projects, and in this country you 
have two or three times as many projects as in some of the other 
countries. 

Mr. Arwoop. Mr. Chairman, the reason for having the contracts in 

the projects broken down as they are is to facilitate ‘their bei ‘ing taken 

over by the other countries. When a project is too large, we could 
include all of these under it and call it “Agriculture”; you know that 
as well as I do. 

Mr. Passman. You think so, but this committee, or some members, 
may be just a little too alert for that. 

Mr. Arwoop. I said we could. I did not say it would be ae- 
cepted. 

Mr. Passman. You have not given thought to it; have you? 

Mr. Arwoop. No, for the simple reason we want the projects to be 
of a character and size that can be taken over by the other country. 
In the field of health, the reason these projects are new is not. because 
we have not been in the health field in Brazil, but the Brazilian Gov- 
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ernment has taken over the health programs which we have been 
working on since 1942 and 1943. 

Mr. Passman. Up to 1960¢ 

Mr. Arwoop. Yes. 

Mr. Passman. Then you start some new ones ‘ 

Mr. Arwoop. We are starting some new ones. 

Mr. Passman. You just could not let good enough alone? 

Mr. Arwoop. It was not good enough. Let us put it that way. 

Mr. Passman. We are dealing with something that, according to a 
very reliable authority from the top echelon, our own Under Secre- 
tary of State, may t: ake 50 years or, anyway, 20 to 30 years to com- 
plete. We are merely suggesting that m: aybe we can bring this thing 
down a little bit. and do the essential things, but not keep expanding. 
This is not just for today. Some people think it may go along for 
d0 years, or for 20 or 30 vears: and, that being true, ‘there is no as- 
surance we can continue to borrow the money to keep these projects 
going. 


VALUE OF PUBLIC ADMINISTRATION PROJECTS 


Mr. Granr. Mr. Chairman, I think it is worth reminding ourselves, 
when we take up. for example, this last one, this item of “Business and 
public administration,” that the net gain to Brazil from this expendi- 
ture by the U.S. Government is probably higher in this category of 
assistance than in any other, and that, to the extent you can develop 
the administrative and business competence in Brazil to where they 
ean be more effective and more effectively manage their own re- 
sources 

Mr. Passman. If that is so important, why did you not start it at 
the beginning? Why did you do a lot of the others? Then all at 
once, You found out this one new program is the most important one. 

Mr. Grant. There are many reasons for this by country. The field 
of public administration and business administration in many coun- 
tries is not an accepted field of study. These countries with their 
traditional educational systems, based upon the liberal arts, did not 
utilize the universities to provide this type of much more practical 
training which would have an immediate impact upon the economy 
when the man came out with his improved administrative skills, 
whether in business or in public administration. It is only in recent 
vears, in a number of these countries, that there has been a full recog- 
nition of what a great contribution can come out of this type of edu- 
cational process, so that you have the changed educational outlook 
underway in the university educational system. 

Mr. Passman. Which means that we rushed in with an unwise, 
unprepared, unplanned program, and we did the least valuable thing 
first. Now we face the realization that this new program, which is 
going to cost so much money, is, after all, the best program, but it is 
coming last ¢ 


Mr. Grant. In any program, the other government must want to 
undertake it. If they are not desirous of ‘undert: aking a very criti- 
cally important activity at the initial stage, there is no basis for us 
providing assistance in this field. 
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REALIZATION OF LATIN AMERICANS OF NEED FOR IMPROVEMENTS 


Mr. Arwoop. Mr. Chairman, I would like to stress what Mr. Grant 
just said, and, also, having had experience with the Latin Americans 
a little over 30 vears, I would also like to Say for the record that 
probab ly the greatest thing that the technical cooper ation program 
did since 1942 , perhaps the greatest thing it has done, is to bring about 
a realization on the part of the peoples and the governments in Latin 
America of the need for certain changes in their public health facili- 
ties, in their agricultural development, in their public administration, 
in their fiscal matters, in their tax matters, in their transportation and 
communication problems. That may not be something that you can 
measure statistically, but to bring about a realization on i. part of 
the other person of a need for doing something, and a determin: ition 
on his part to do something about it, to me, that is a great achieve- 
ment. Ithink the technical assistance program has done that through 
the demonstration programs that have been carried on for the last 
1S years. Now we are beginning to reap the benefit where the coun- 
try comes in and says, “We are determined to do something about our 
higher education. We are determined to do something about public 
health. We are determined to do something about better transporta- 
tion. We are determined to do something about better agricultural 
production methods and land ownership.” 

Mr. Passman. We are going to reap the benefit for pricing our- 
selves completely out of the world market, placing an unbearable debt 
upon generations yet unborn, and possibly be forced to repudiate the 
public debt, and maybe be forced into the most damaging depression 
the world has ever known. 

Indications point in this direction, unless you can find the money 
to continue subsidizing what we are selling. It just does not make 
sense, regardless of the dreaming we may do. You have a perfect 
right to your opinions, and I respect you as a great American citizen; 
but, to me, this is just about the biggest windfall for a lot of people 
who want to travel and see the world at the expense of the American 
taxpayer, and a lot of dreamers, schemers, and internationalists out 
of these colleges. 

This is, in effect, just like a big ball going down the side of the hill. 
You cannot stop it until it gets to the bottom, and then it blows up. 

Mr. Arwoop. These over 180 million people in Latin America are 
productive. They are not going to buy products from the United 
States—— 

Mr. Passman. They are not going to buy products anyway, be- 
cause we already have a trade deficit with Latin America. They are 
going to buy them where they can get them at the lowest cost. Some 
of our friends, such as in the Philippines, say that the -y can now buy 

at less cost from West Germany, and that the product is better. 

Mr. Arwoop. History has shown that industrialized nations—that 
trade is greater between the industrialized and developed nations. 

Mr. Passman. You do not have a prior record of such a program 
as this? 

Mr. Arwoop. We have a history of development in our country in 
which we did a great many of the things for the West and the South 
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as they developed. We did it in this country and this brought 
about a—— 
UNITED STATES FISCAL SITUATION 


Mr. Passman. Have you ever had an opportunity to look at the 
public debt? 

Mr. Arwoop. Yes. 

Mr. Passman. Do you recall what it is? 

Mr. Arwoop. No; I cannot cite the figures. 

Mr. Passman. The figure is $288 billion as of this morning. How 
do you think we are going to pay that fantastic public debt? We 
are operating in this day of great prosperity and uncertain peace 
with unprecedented revenues, but our grandiose ideas of financing the 
world are forcing us to deficit financing. Lam bound to remind you, 
and the record is there, that there are 2,800 million people on the face 
of the earth. We are only 5 percent, yet our public debt stands at 
$288 billion. The consolidated public debt of all of the other nations 
of the world is only $243 billion. While their debts are going down, 
we are giving them budgetary support, and our public debt continues 
to go up. 

For example, in Costa Rica, they do not even have an income tax 
setup, unless they have enacted the law recently, 

‘There is more to it than meets the eye. 

Mr. Arwoop. I recognize the concern and I realize it behooves us 
to do only those things which we really and honestly feel would 


COMPREHENSIVE SCOPE OF PROGRAM 


Mr. Passman. There is hardly anything the mind of man has con- 
ceived which is not in this program. If you started a few projects, 
and did them well, rather than dreaming up every kind os i project 
that you can do—you named 30 or 40 just in the ‘field of alll and 
we get all of these things going and we wind up with an inna 
lable program and then let those people branch out from that—I 
would be the most enthusiastic supporter of this program you could 
find. 

We have watched this ae | assistance program which we have 
discussed this afternoon go up by leaps and bounds. It is causin» 
us concern, and we hope that before we mark u p the bill you W 
indicate to us these new projec ts which could be del: aye dd. 

Mr. Arwoop. I am sure that you are aware that the program 
have presented to you of $39.5 million for 24 different countrie 
much less than what our field people felt could be carried » 
effectively. 

Mr. Passman. T understand that if you listened to all of the bu 
crats who present their cases to the Director of the Budget, it 
have been about $26 billion more than it is. If you do not cut 
down somewhere you would bankrupt this Nation a lot quicker * 
the speed at which we are proceeding toward doing it now. 

Mr. Arwoop. I realize there are limits. 

Mr. Passman. Mr. Rhodes, please proceed. 
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NEW CAPITAL OF BRAZIL 


Mr. Ruopes. Is the new capital completed ? 

Mr. Arwoop. The new capital is not completed, Mr. Rhodes. I can 
assure you from a recent visit—I was down there about 10 days ago— 
there is no question in the mind of any Brazilian that it is the capital 
of Brazil and the government is rapidly moving up there. The Presi- 
dent has ordered the cabinet to move up there and various branches of 
the government to move there. There are housing facilities but they 
are not sufficient yet although the President is encouraging all cabinet 
members to move to Brasilia. Brasilia isa fact and I think the people 
are more and more realizing that it is the real drive of the President 
to see to it that it goes forward. 

Mr. Ruoprs. What is behind all this? Why does he want a new 
capital ? 

Mr. Arwoop. His justification which dates back a good many years 
is that Brazil must develop its interior if it is going to be a world 
power. As you know, the population has been concentrated right 
along a very narrow strip, Rio being a perfect example of it, where 
you have a narrow strip and mountains right behind it crowding mil- 
lions of people in the narrow str ip of the country. 

The development of the interior is really the force behind the move. 
It is in some ways related to Washington, D.C., or to Canberra, Aus- 
tralia. The interior of Brazil, where Brasilia is located, is potentially 
one of the great areas of that more than 3 million square miles of 
land. 

Mr. Ruopes. Did they set up a federal district ? 

Mr. Arwoop. The federal district is up in Brasilia. Rio has been 
named the State of Guanabara and they have appointed a governor for 
the State of Guanabara which is now Rio, and which used to be the 
federal district. 

Mr. Ruopes. What about the federal district as far as home rule is 
concerned ? 

Mr. Arwoop. That, I cannot answer. I do not know what they plan 
to do in Brasilia. 

Mr. Conte. Would the gentleman yield ? 

Mr. Ruopes. Yes. 

Mr. Contr. You cannot compare this new capital of Brasilia with 
Canberra. 

Mr. Atwoop. No. 

Mr. Conrr. Canberra is a very modest capital in Australia and I 
imagine Australia is much wealthier than Br ailing and under better 
economic conditions. There is no ¢ ompar ison of economic conditions 
and vet they moved very slowly in Canberra. I was out there and I 
saw their new parliament and city. 

Mr. Arwoopn. Yes, they have been conservative about it. Brazil is 
not conservative at all on the question of Brasilia. 

Mr. Anprews. Would the gentleman yield? 

Mr. Contr. Yes. 

Mr. Anprews. How much did it cost to move the capital there? 

Mr. Arwoop. IT have no idea 

Mr. Anprews. What would you guess it cost ? 
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Mr. Arwoop. It is nowhere near completed. I suppose expenses 
run into several hundreds of millions already. 

Mr. Anprews. Did we pay any part of the cost to move it? 

Mr. Arwoop. I understand that the Brazilians borrowed $10 mil- 
lion from the Export-Import Bank for some part of the development 
up there, but there has been no grant financing by the United States, 
no. 

Mr. Anprews. Are we going to give them any kind of technical as- 
sistance or cooperation up there ? 

Mr. Arwoop. Not beyond the program we have outlined here. We 
will have to move our headquarters up there and that is another 
problem we will be faced with because we will have to move at least 
a part of our oflice force and people who are working with the Govern- 
ment directly, who will have to move up to Brasilia. 

Mr. Anprews. How far is Brasilia from Rio? 

Mr. Arwoop. About 700 miles from Rio. 

Mr, Anprews. Thank you. 

Mr. Ruopes. Is it on the Amazon River? 

Mr. Arwoop. No, back in the plateau area 


ATOMS FOR PEACE PROGRAM IN BRAZIL 


Mr. Riopes. What about atomic energy? Do you have a reactor 
down there? Does this fit in with the atoms for peace program ¢ 

Mr. Arwoop. Brazil is $140,900. That is equipment grants in 1958, 
1959, and 1960, 

Mr. Grant. There has been a research reactor grant to Brazil. 

Mr. Ruopes. This money is for training ? 

Mr. Arwoop. The money we are programing is for training. 

Mr. Riopes. I see a “C” back of that. How much money has been 
spent in this program up to now ? 

Mr. Arwoop. $45,000 in 1960 and $25,000 through 1959. That isa 
total of $70,000 up to 1961. 

Mr. Ruopres. Do we have any people you might call fully trained 
asa result of this program ? 

Mr. Arwoop. There are Brazilians who are considered capable now 
for teaching purposes in the field of atomic and nuclear physics. 


AREA COMMUNITY DEVELOPMENT 


Mr. Ruoprs. In the item of “Area community development,” $117.- 
000 total, you have $13,000 for technicians and $100,000 for noncon- 
tract participants. 

Would you describe that project? 

Mr. Arwoop. This is a program worked out with the Brazilian 
Center for Community Development. It is mostly training people 
who can work in the various communities in the rural areas of Brazil. 
There is a whole list of Brazilian agencies here in which they are 
picking technicians for training. It is for expansion of the ad- 
Visory services in the field of community development. The real pur- 
pose is to assist the frontier department of Brazil in setting up in 
various communities on the frontier areas community development 
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activities. We are training Brazilians to do this rather than sending 
in technicians of our own to do it. 

Mr. Ruoprs. Where do we train the people / 

Mr. Arwoop. In the United States. 

Mr. Ruopes. What do they learn? What do you do when you 
develop a community 4 

Mr. Arwoop. It is a case of trying to size up the leadership quali- 
ties that people need in order to bring about a community support for 
schools, community support of water supply or community support 
for going ahead with a volunteer fire department or something like 
that. 

It is getting community support for projects which are essential in 
the development of that community. 

Mr. Ruopes. You mean asort of propaganda expert ? 

Mr. Arwoop. No; it is not really propag randa. It is setting up 
eoennnty committees like PTA’s. A PTA would be a thing that 

‘ame out of a community deve ‘lopment program or a 4-H Club might 
come out where you have a community development progr: am. 

Other ex: imple s might be a social service in the community, setting 
up some sort of care for the aged or training programs, recreational 
centers, and so forth. 

It is community life. It is trying to get people who can bring the 
community together to back activities which are really needed. 

Mr. Ruopes. How do we know the Brazilians want to do all that 2 

Mr. Arwoop. What we are doing is training the Brazilians who have 
really asked for this in these various associations in Brazil, ey have 
asked us if we would not train some of their peop ‘le so they could go out 
in the rural areas and try to help this development. This is a very 
rapid development that is taking place in the interior. 

New villages are springing up everywhere and in helping to organ- 
ize the villages, organize the communities and to set up these various 
facilities, I would rather see them do this themselves than for us to go 
in and provide, for example, a water supply. I would rather see some 
person go in and get community support for a water supply project. 
This is what this is aimed at. 

Mr. Rropes. I cannot help but wonder who taught us to set up 
PTA. Somebody must have done so at one time or another. Appar- 
ently one cannot learn alone, or we would not have to teach people 
how todoit. 

Mr. Arwoop. I do not know if the Europeans helped us to get 
started on that or not, but we have reached the place where we can 
helps others to do it. We have found these programs to be successful. 

Mr. Anprews. Would the gentleman yield ¢ 
Mr. Ruopes. Yes. 











FRAINING FOR COMMUNITY DEVELOPMENT 


Mr. Anprews. When you train one of these men to organize clubs 
or community activities, who pays him for doing that ? 

Mr. Arwoop. The association in Brazil. 

Mr. Anprews. Do we pay him? 

Mr. Atrwoop. We pay for the training. We are not paying him 
after he woes back to do this work. 
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Mr. Anprews. Do we pay hima salary while in training ? 

Mr. Arwoop. No; if he on a salary, he is paid that salary by Brazil 
while he is being trained. That is part of our training program. 

Mr. Anprews. Thank you. 

Mr. Arwoop. The salary and international travel has to be paid 
for by the other country. 

Mr. Gary. Would the gentleman yield ? 

Mr. Ruopes. Yes. 

Mr. Gary. Where is he trained ? 

Mr. Arwoop. Iam not sure where. It is in the United States, but I 
am not sure 

Mr. Gary. You mean you bring somebody here to train him on 
community life. 

Mr. Arwoop. Yes, sir. 

Mr. Rioprs. Who gives courses on that in the United States ? 

Mr. Taner. Who knows where they are trained and what is paid for 
this training / 

Mr. Gary. I would like to know what schools give courses of that 
kind. 

Mr. Arwoop. I will have to supply that for you. I will try to get the 
information as to the places where they are tr: ained. 

I am advised that Cornell is one place where they go and Boston 
is another. 

Mr. Ruropes. Is this under contract ? 

Mr. Arwoop. Ours is not under contract ; no, sir. 

Mr. Ruopes. You do not have any contracts with these institutions ? 

Mr. Arwoop. We may have a contract with an institution, but what 
we are doing is paying his tuition and per diem while he takes the 
course. 

Mr. Passman. Would the gentleman yield ? 

Mr. Riroprs. Yes. 

Mr. Passman. What colleges did you just name ? 
Mr. Arwoop. Cornell. 
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Mr. Passman. What isthe tuition cost ? 
Mr. Arwoop. I cannot tell you. 
Mr. Passman. You would not ask this committee to make a recom- 
er for an appropriation if you could not tell us the tuition 
you are paying: would you 4 

Mr. eae op. I can supply it to you. Personally, I do not know it. 

Mr. Passaran. Does one of your assistants here know / 

Mr. Atrwoop. All I ean Say is that tuition at my dauehter’s college 
is higher and higher every year. It is around $2,400 a year. 

Mir. Passman. Just tuition ? 

Mi. Anprews. That includes board, too? 

Mr. Arwoop. Yes: I guess it does. 

Mr. Passman. That is low compared to Johns Hopkins, where we 
paid $4,000 just for 5 months. 

Mr. Gary. S840 a month. 

Mr. Anprews. Could you tell us now, or supply for the record, the 
total cost of bri inging one of these trainees here to teach him how to 
organize PTA’s 


03909—60— pt. 2 —40 
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Mr. Ruopers. I was just about to suggest that there ought to be some- 
body in Washington who knows the answer to this. Could we get 
him to come before the committee? 

Mr. Passman. I wish you would bring one of these examination 
papers in, signed by one of the professors, not an ICA professor, but 
one of the professors at the college. 

Mr. Arwoop. The total cost of the noncontract participant is 
$100,000. There are 20 participants. 

Just what part of that is tuition, [ would have to obtain for you. 

Mr. Anprews. That is $5,000 apiece ? 

Mr. Atwoop. $5,000 apiece. 


LENGTH AND NATURE OF COURSE FOR TRAINEES 


Mr. Anprews. How long does the course last ? 

Mr. Arwoop. This would be a year course, I am sure. 

Mr. Ropes. If possible, Mr. Chairman, I wish that Mr. Atwood 
would go to the telephone and call somebody in ICA for that 
information. 

Mr. Passman. We shall excuse you, Mr. Atwood, to obtain that 
information. 

Mr. Taser. There must be someone we can refer to for this. 

Mr. Ruoves. They have a man here who gets $30,000 a year and he 

i U.S. technician. He ought to be in this country and maybe that 
is nike man we are looking for. Maybe we ought to get a contract. 

Mr. Passman. The committee will take a brief recess while the gen- 
tleman finds out if we have such a program underway. 

(A short recess was taken.) 

Mr. Passman. Weshall resume the hearings. 

Mr. Rhodes? 

Mr. Ruoprs. Yes. Do you have an answer to the question, Mr. 
Atwood ¢ 

Mr. Arwoop. [can give you a partial answer on this. 

The major place where most of the partic ipants are sent for the 
Brazilian program is the University of California. It is a 12-month 
program including the academic year plus summer school, fieldwork 
in the United States, and fieldwork in Puerto Rico. The course 
work at the university is in the field of rur r sociology, community 
education, and then they have the fieldwork in practical experience 
in communities and in the organization of lane activities. 

They are going back to Brazil to train Brazilians for doing this 
work. I made the statement, I think, that they were going back to 
actually do the work themselves. He said the majority of them will 
go back and carry on training programs in the Brazilian universities 
and in the Brazilian institutions to train people for community 
activities. 

Mr. Ruopes. Are these people educators? They are teachers? 

Mr. Arwoop. They are academic sl yes. 

Mr. Ruoprs. In how many other countries in your area do you have 
a similar program ? 

Mr. Arwoop. I would have to check. 

Mr. Ruopes. I know you have them in Panama. That is the only 
other one I have found, other than Brazil. 








nm 





Mr. Atrwoop. This is a breakdown of what I just said. Tuition is 
approximately $950; the maintenance at the school is 150 days at $8, 
$1,200; the fieldwork is $2 2,520; and travel in the United States, esti- 
mated at $330, to make the $5,000. 

Mr. Ruopes. Does Brazil pay any part of the subsistence or mainte- 
nance ¢ 

Mr. Arwoop. Brazil pays their salary while they are up here and 
pays international trave . 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. PassMan. Mr. Gary? 

Mr. Gary. No questions. 
Mr. Passman. Mr. Taber? 
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Mr. Taper. Mr. Atwood, I see your technical cooperation with 
Brazil, like the rest of the places, is creeping up a little bit above the 
top. Why? 

Mr. Atwoop. Well, the basic reason for it is that we feel that the 
countries have come to recognize and have determined themselves to 
vo forward with certain of these programs that we consider to be in 
the mutual interest of the United States and of that country and we 
feel that it is worthwhile to cooperate with them in these fields after 
they have reached that stage and as far as the amount of money that 

could be spent, I am sure ‘the chairman would not like to hear this, 
but almost any amount of money could be spent in a country the size 
of Brazil. 

Mr. Passman. If the gentleman will vield, if we do not hold a check 
on vou, chances are you will reach those proportions you are thinking 















about. 
Mr. Arwoop. I hope you have more confidence in me than that, Mr. 
Chairman. 
Mr. Taper. Does that y in considerable velvet in this program ? 
Mr. Atwoop. No, sir. I do not feel it is velvet. This program has 






been cut down this year. The field asked for something over $10 mil- 
lion. I think it was a very carefully prepared program even at that 
figure. 

We have reduced that figure to $7,500,000. 









FDUCATIONAL BACKGROUND OF TRAINEES 






Mr. Taner. Who are these people that you bring up here to go to 
school? What is the background of these people? They are natives 
of Brazil, of course. 

Mr. Arwoop. That is right. 

Mr. Taner. ve they grade school graduates ? 

Mr. Arwoop. Most of them are more than grade school graduates we 
bring up. 

Mr. Taner. How much more ? 

Mr. Arwoop. Most of them have had a secondary school education. 
Some of them would not have completed secondary school but most of 
the ones we are bringing are ones who are going to become teachers so 
we are taking the ones who have had more than the average of educa- 
tional opportunities. 
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Mr. Taper. As I listened to the subjects that they were being lec- 
tured on, it sounded to me that at the very least it is the sort of thing 
you would expect to have put up to a college student. 

Mr. Arwoop. The ones I referred to here are people who are either 
in college or have had part of a college education, the ones in this com- 
munity development program. They are taking college work in the 
United States. But all of the ones we bring up are not college stu- 
dents. Some of them are secondary school. Some of them are teach- 
ers who have not had more than a secondary school education. There 
are a great many teachers who have not even finished grammar 
school. We brought up some of those to try and help them. 


ADVANTAGE OF THIRD COUNTRY TRAINING 


Mr. Taser. Do you find that they are far enough advanced so they 

can take advantage of the sort of training that you prescribe here? 

Mr. Arwoop. | think so. The whole se lee tion has been pre {ly good. 

think they have gotten sufficient advantage from the training they 
have had. As you know, I guess, we are concentrating on third country 
training; that is, we are concentrating on sending students to other 
countries and where the facilities are satisfactory we have picked two 
or three places where we feel the training can be obtained. Then we 
select the best students from those programs for a year or maybe 2 
years in the United States, but on the whole, I think the selection 
process which is done by the country team—there is a committee that 
nore the selecting and they select the students for the ICA program 

but I think the selection process has been deve lope “lto the poin t where 
the students coming up do benefit from their studies. 

We have a language test which is, of course, used before they are 
brought up. 

Mr. Taser. You send them back to Brazil. What do they do there? 

Mr. Arwoop. The majority of the ones we train go back there to 
train other Brazilians. Some of them go into direct work but most 
of them go back to train other Brazilians in the fields in which they 
were trained. 

Mr. Taner. Are we doing a good deal of building and that sort of 
thine down there? 

Mr. Arwoop. No. sir. We are not in the business of building. Ours 
is technical cooperation, training and demonstration. 

Mr. Taser. You do not have any construction work 

Mr. Arwoop. Very little if any construction work. 

Mr. Tarver. Do you have farm training? 

Mr. Arwoop. Yes, machinery training. 

Mr. Taser. And how to handle it and that sort of thing? 

Mr. Arwoop. Yes. Sometimes the Brazilians contribute money to 
these programs that is used for construction. In a lot of cases that is 
true, but our money is not being used for construction. 

Mr. Taper. That is all. 

Mr. Gary. Mr. Chairman, I have one question. 

Mr. Passman. Mr. Gary? 

Mr. Gary. Do you have a training course in Brazilian folk dances? 

Mr. Arwoon. Not that I know of, Mr. Gar y: 

Mr. Gary. I just wanted to know. 
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Mr. Passman. Mr. Andrews? 
Mr. Anprews. No questions. 
Mr. Passman. Mr. Conte? 


UNOBLIGATED BALANCE IN PROGRAM FOR BRAZIL 


Mr. Conte. What is your unexpended balance for 1960 as of 
April 1? 

Mr. Arwoop. Our pipeline is about 9 months. I do not know just 
what itis. You mean for Brazil? 

Mr. Conte. Yes. 

Mr. TENNANT. Obligated for Brazil through March 31, $2,998,000. 

Mr. Conve. There is about $4 million unobligated ? 

Mr. Arwoop. Yes. That is primarily certain contracts or certain 
projects and contracts which have not been finally signed. They have 
to go through the process of bel Ing approved on both sides. Then they 
have to go back and be signed by the Ministers, et cetera. One of the 
projects even had to be approved by the Brazilian Congress so that 
there is one or two—— 

Mr. Contr. Do you have the balance of $4 million outlined ? 

Mr. Arwwop. Oh yes.. Ihave gone over this. I went over this just 
a very few days ago with the Director in Brazil and he feels certain 
that this program Is firm. 

April 30 obligations are $3,982,000, $1 million more than the figure 
you have. 

Mr. Contr. That brings us up to May. You still have an unobli- 

gated fund of about $8 million. 

Mr. Mvrrny. $2.6 million. 

Mr. Conre. What is it for the next 2 months? 

Mr. Arwoop. Last year 98.7 percent was obligated in Latin America 
as a whole. 

Mr. Contre. You have $2.6 million unobligated for the next 2 
months ? 

Mr. Arwoop. Yes. It is more of a special case there. 

Mr. Contre. One general question, I believe of Mr. Grant: The 
chairman mentioned to you earlier in the hearings that one of these 
college teams was hired because of political pressure of a Senator. 

Mr. Arwoop. College teams ? 

Mr. Contr. Yes. Was it a college team, Mr. Chairman ? 

Mr, Passman. In Brazil? 

Mr. Conre. No. He did not mention where it was. This is a gen- 
eral question. 

OrEGON STATE COLLEGE CONTRACT 


RESUM E OF DECISION TO INVESTIGATE CONTRACT SUBSEQUENT TO MISSION 
RECOMMENDATION TO TERMINATE 


Mr. Passman. In all probability, if you would get hold of the men 
who pressured this outfit, you would have to recess and conduct hear- 
ines for the next 6 months. I do not know what the gentleman is 
talking about. I do know of cases, but I would have to embarrass 
people who had something to do with the Oregon State College, where 
the ICA Director out in the field recommended against continuing 
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, because there was a question of whether there was any value to it 
at all and it was very poorly managed. He had to come all the way to 
Washington from Bangkok, where he was exposed to these wrong- 
doings, to find out he was in error, so he changed his mind: and then 
they decided to go out and get some outside investigators to go out 
there, no doubt to back up the mission head, that he was justified in 
changing his mind; but if vou go a little bit further into it, you find 
out that maybe there is a U.S. Senator who also has a little interest 
in this matter. I would not want to mention too many individuals. 
It follows, nevertheless, that I hold in my hand here a letter from a 
Member of Congress who wants to appear before the committee in be- 
half of a university in his State. It was just brought to me since I 
mentioned it earlier. 

Mr. Contre. I have no objection to a Congressman or U.S. Senator 
appearing before a committee to present evidence for his university, 
but I do think it is wrong for any Congressman or U.S. Senator to 
pressure anyone into hiring a college team or a special contractor and 
if the State Department has any evidence of that, I think it should 
be forthcoming at these hearings. I would like to know who this U.S. 
Senator is. 

Mr. Grant. Mr. Conte, I have no personal knowledge, direct or in- 
direct, other than the statements of the chairman here of any pressures, 
political pressures exerted upon ICA to execute a contract with a uni- 
versity which have been the reason for the execution of a contract. 

Mr. Passman. Will the gentleman yield ¢ 

Mr. Contr. I will be glad to yield to the Chairman 

Mr. Passman. I was trying to spare as much embarrassment as I 
could. I would like to have that report that we had this morning, 
which is but one of a hundred we could document if we had time, that 
TCA/Washington had voluminous information from the mission in 
Thailand that the contract with the Oregon State College should be 
terminated, and that it was so recommended. 

ICA/Washington had different ideas about it. This committee was 

1 Thailand last year. It picked up some information. and another 
committee of the Congress is very familiar with this project. But, in- 
stead of following the recommendations of the mission and termi- 
nating this contract, the mission head came to Washington, and while 
he was here they discussed the Oregon State College contract. Sub- 
sequently, and before he returned to Bangkok, he modified his position 
and on the basis of that, there was a partial commitment to the Oregon 
State College that they would continue the contract, and extend it for 
90 days. Then the Vv se lected— 

Mr. Gary. Mr. Chairman, if T may interrupt there. 

Mr. Passman. Yes. 

Mr. Gary. There was an actual extension from April to June. 

Mr. Passman. That is right. 

_Mr. Gary. And subsequently a discussion of a further 90-day exten- 
sion. 


Mr. PassmaAn. That is right. There was an actual extension after 


the mission head had recommended termination. There was a com- 
mitment, or a partial commitment, to again extend it to September 30, 
1960. Then they hired, no doubt at considerable expense, two so-called 





impartial evaluators and sent them out to Bangkok to make their 
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report. So far as I am concerned, I will always be in position to prove, 
and more than prove, what I say. We have : already established, and 
you have already agreed, that your mission head did recommend ter- 
mination. You extended it one time. Now you are in the process of 
extending it again; and while you have two evaluators out, it is just 
like a man, in my opinion, having a right to select his own jury. You 
did not follow the recommendations of your mission head. Some- 
thing prompted a reversal, because you people in Washington could 
not evaluate this proposition as well as a man who was out there living 
with it, seeing it every day. I shall let my remarks and the record 
speak for themselves; and at the proper time, if I see fit to reveal 
additional information that may have had something to do with 
ICA/Washington handling it differently than recommended by the 
mission head in Bangkok, then I shall do so. That is my prerogative, 
to disclose this information if and when I determine it 1s proper to 
do so. 

Mr. Anprews. Will vou yield ? 

Mr. Conver. I vield to Mr. Andrews. 

Mr. Anprews. Did the mission head recommend from Bangkok that 
the contract be canceled, Mr. Grant ? 

Mr.Grant. Yes, sir. 

Mr. Anprews. What was the purpose of lis trip to Washington after 
the time he made that recommendation of cancellation ¢ 

Mr. Grant. I beheve, sir, he came to the United States on home 
leave. 

Mr. Anprews. Would you check that and make sure 4 

Mr. Rees. Regularly scheduled home leave. 

Mr. Grant. He did come, sir, on regularly scheduled home leave 
and as a part of our regular practice when they come back from home 
leave a mission director will come into Washington for a week for con 
sultation. 

Mr. Anprews. Would you put in the record the members of ICA 
who talked with that mission head after he got back here about that 
contract ¢ 

Mr. Grant. I have been informed, sir, that Dr. FitzGerald, our 
Deputy Director of Operations and Mr. E. D. White, Director of our 
Oflice of Food and Agriculture, who was up here last night both talked 
to Mr. Naughten, on this contract after he returned. 

Mr. Anprews. How long after he recommended that the contract 
be canceled was it that he came to Washington / 

Mr. Grant. I understand it was a matter of some months, sir. 

Mr. Anprews. Beg pardon / 

Mr. Grant. I understand it was a period of some months. 

Mr. Anprews. Thatis all. Thank you. 

Mr. Taner. Was there a lapse between the time of the cancellation 
effectiveness and the reestablishment of the relationship / 

Mr. Grant. My understanding, sir, is that we received the recom- 
mendation from the mission that the contract should be terminated— 
should not be renewed when the contract termination date of April 
13 was reached and we so informed the contractor. Oregon State Col- 
lege believed that the contract should continue, in the best interests 
of carrying out the training program with the Kasetsart University 
and it was after this issue became clearly apparent that ICA/Wash- 
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ington went into the matter further and then when the mission direc- 
tor, Mr. Naughten, came to Washington, I believe it was in January 
or February, that this matter was taken up with him and the agree- 
ment that came out of these discussions, an agreement joined in with 
Mr. Naughten, as I understand it, that the decision was made to 
send out this two-man investigating team to make a recommendation 
as to whether or not the contract should be allowed to lapse at the 
end of its scheduled period or whether it should be extended. 

Mr. Passman. Would the gentleman yield ? 

Mr. Taner. Yes. 

Mr. Passman. Who made the decision to extend it from April to 
June? 

Mr. Grant. Sir, my understanding is that ICA/Washington made 
that decision, when the decision was made to send out an investigating 
team to permit enough time to get in the results of the investigating 
team and the team has now returned to the United States. 

Mr. Passman. What individual made that decision to extend 
beyond the expiration of the contract, from April to June 30? 

Mr. Grant. I would presume that this decision was made by Dr. 
FitzGerald at the time the decision was reached to send a team out to 
investigate because it would have made no sense to have brought the 
people home and then two weeks later or three weeks later to have 
a decision to continue with the contract. 

Mr. Passman. Who made the partial commitment to again extend 
it to September 30? 

Mr. Grant. Sir, I am not quite sure that I know what is meant by 
the words “partial commitment.” 

Mr. Murreny. Mr. Chairman, perhaps I can help on this. 

Mr. Passman. Let the Inspector General address himself to that 
question. 

Mr. Murrny. When you first called me on the phone to inquire 
about the status of this contract, I called ICA to find out in order that 
I could respond to your questions. At that time I was informed 
that the extension from April 14 to June 30 had been signed and that 
in addition a commitment had been made by ICA to Oregon State 
to extend it through September 30 to allow for this evaluation and 
study of the results of the evaluation and a decision as to the fate of 
the contract after September 30. 

Mr. Passman. I want to thank you for being completely forthright 
in stating for the ey that there had been a commitment. I do 
appreciate it, because I do not intend to be the loser on this when I 
am as well fortified with facts as Iam. They do not have to tell me 
who got the commitment as long as it has been made. 

Mr. Contre. I think, Mr. Chairman, that this is a very serious mat- 
ter. A very serious charge has been made here of pressure and if 
there is any evidence of pressure put on the ICA people by a U.S. 
Senator, I think we should know who the person is and why he 
exerted this pressure. 

I think Dr. FitzGerald should be called before this committee, so 
he can be interrogated on it. 

Mr. Passman. Time is not going to permit all of this. I wish we 


had sufficient time to go into all phases, so we could smoke out. possibly 


hundreds of similar incidents, where contracts have been extended, 












1927 


practically all of them on a continuing basis. I can only say to the 
gentleman that it is true there is a serious doubt in the mind of the 
mission head whether there is much value to this project. ‘There has 
been mismanagement, and they let it continue to the expiration date, 
April 21, and recommended that it be discontinued. That is, the peo- 
ple out in Bangkok; but LCA/Washington, for what reason, you 
cal use your own im: win: ition on that, through Dr. FitzGerald, elected 
to extend it, beyond the expiration di: ate from April to June; and then 
ata subsequent date, as indicated by the Inspector General, there was 
a commitment to extend it to September 30. 

Now, those things just did not happen without some reasons; and 
I think the gentlemen would certainly agree that those things just 
do not happen like that. You do not just reverse the decision of the 
mission head; then to be sure that you have, possibly, support, you 
go to a great ‘deal of expense to send two people out in the field, who 
are not familiar with the contract that has been in etfect for years, 
to talk to the mission head, who had already had two positions on 
it. The meee will just have to stand on its own. 

Mr. Conre. I do not find any fault with what the chairman said. 
I am just trying to bring out that a statement has been made that a 
U.S. Senator exerted pressure to get this contract extended. 

Mr. PassMan. It is nothing unusual for a Member of Congress to 
seek consideration for federally supported projects or programs, in 
the interest of his constituency. I hope the gentleman is not indi- 
cating that a U.S. Congressman or Senator is above contacting de- 
paceman heads in the interest of a constituent or in the interest of 

L project in his district. I do it when I think the request has suffi- 
cient merit, for flood control projects, as well as others. I would, of 
course, and do, disapprove of representation of that type which is 
not based upon the merits of the case. 

Mr. Riropes. Will the gentleman yield / 

Mr. Contre. Yes. 

Mr. Ruoprs. It seems to me there are some pretty ugly implica- 
tions here. In other words, Dr. FitzGerald’s name has been brought 
into this with regard to extending this contract and there is some 
innuendo concerning the reasons the contract was extended. It seems 
to me that if the record is going to stand this way that we should call 
Dr. FitzGerald. 

Mr. Murreuy. I agree with that, Mr. Chairman. I do not think 
the Executive would like this record to read the way it, does and I 
am sure Dr. FitzGerald would appreciate the opportunity to come 
and talk to you about his role is this. 

Mr. Passman. Please go and call him. 

Mr. Murrnuy. There are implications here that I was not aware of. 

Mr. Passman. We shall have Dr. FitzGerald tell us why he ex- 
tended the contract. 

Mr. Ruopes. I think that is only fair. 

Mr. Contre. I will hold my questions in abeyance until he gets here. 

Mr. PassmMan. We might proceed until he gets here. 

Mr. Conve. I have no further questions. 
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SIMILARITY IN TYPES OF PROJECTS IN VARIOUS COUNTRIES 


Mr. Passman. Gentlemen, we have many more technical aid items 
to consider with reference to Latin America. We have gone into 
some of the new projects, and I might ask this question now: Would 
there be a similarity between the contracts that we have discussed in 
one country and the identical type of contract for another country ? 

Mr. Arwoop. I do not quite get your question. 

Mr. Passman. I am trying to spare the witnesses possibly 5 more 
days of answering questions on technical aid. We have gone around 
the world. Now we wind up down in Latin America, and we have 
covered a good part of Latin America. There are some 10 or 12 Latin 
American countries yet to go into, but would we have just about the 
same information, if it was the same type of project, we shall say in 
Ecuador, as in Brazil? Is the rel: ationship between the projects the 
same? If it isa health program in one country and you had a health 
program in another country, it would be just about the same type of 
operation ; would it not? 

Mr. Arwoop. The general objectives of the project, if it is a similiar 
project, would be the same; yes. The way in which it is carried out 
would differ by country, but the objective and the general manner of 
operations would be Similar in a technical cooperation program. 

Mr. Passman. I mean the explanation on the reasons would be 
about the same in the other countries? 

Mr. Atwoop. The reason for carrying on the type of program. 

Mr. Passman. I might state to the gentleman that I have 15 or 20 
pages of prepared questions dealing with the other Latin American 
countries, but if the programs are similar and the objectives are the 
same, then we could consider the remainder of these countries, with 
the exception of certain pertinent questions and new projects, on 
about the same basis as the testimony that has been given for the 
other parts of Latin America and the other parts of the world. Do you 
get what I am trying to establish? 

Mr. Arwoon. The basic objectives of the other programs are similar 
to the basic objectives I have listed in the discussion so far regarding 
Latin America. I do not care to compare it with the whole world. 

Mr. Passman. I merely mentioned that so you would know how 
long we have been on it and how much longer it would require to 
complete it. 

Mr. Atwoop. In connection with that, Mr. Chairman, I think you 
probably noticed in this program here that we did have, and we have 
in this recommendation, six reductions in programs for Latin America 
and seven increases and the rest of them stay the same. 
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Mr. Passman. But nevertheless—— 

Mr. Arwoop. I just want to point to that. We have done a very 
careful job. Even though the amounts may be small relatively we 
have done a very careful job in trying to cut these programs to the 
size that we think would be most effective, even though it means chang- 
ing slightly here and changing slightly there. 

Mr. Passman. You have changed it from $37,110,000 in 1960 to 
$38,250,000 in 1961. Certainly you made some adjustments but you 
wound up, nevertheless, asking for an increase; did you not? 

Mr. Arwoop. Yes. I did. 

Mr. Passman. All right,sir. So, if the gentleman had just as soon 
go into all these countries, it would not make a lot of difference to me, 
but we shall try first to go into the new projects. 


COST FOR COMPLETION OF NEW PROJECTS 


It would appear, if we refer to one contract in Brazil, which is a 
rather high one, public health methods development for 1961, you are 
asking for $658,000 as part of a total cost of $2,738,000. 

You have 20 new projects in Latin America, including Brazil. 
Could you give us the amount of funds that you are requesting for 
the 20 new projects, from start to completion / 

Mr. Atrwoop. Isthat from start to completion ? 

Mr. Passman. Yes, sir, the 20. 

Mr. Arwoop. The starting figure is $1,353,000. The completion 
figure is $4,143,000. 

Mr. Passman. That is for the new projects only ? 

Mr. Arwoop. For the new projects only. Those have to be added 
together. ‘That is $5,496,000 which includes the costs from this year 
to completion. 

Mr. Passman. You are asking for $5,400,000, and what amount 
this year é 

Mr. Arwoop. We are asking this year for $1,353,000, but those proj- 
ects that we are starting this year were estimated to cost a total of 
$5,496,000. 


SumMartes oF Orner Latin AwertIcAN ProGRAMS 


Mr. PassMan. The summaries of programs for the other countries 
in Latin America, Argentina, Bolivia, Brazil, and Colombia having 
been discussed in detail will be inserted in the record at this point. 
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(The summaries follow :) 


BRITISH GUIANA 


Summary of program by major cost component and field of activity 








{Dollars in thousands] 
Major cost component by fiscal year 
Major cost component and field of activity ee | E Mai : 
Actual | Estimated Proposed 
fiscal year | fiscal year fiscal year 
1959 | 1960 | 1961 D 
Proj 
a a Te ‘ icin = - a ean omen - “ soos 
Project assistance: / 
Technicians ‘ 39 102 175 
Participant ¥ 37 24 & 
Contractual services ‘ 6 . = 
Supplies and equipment 2 36 4 
Contributions to cooperative services - 2 s 50 75 
Other costs - 5 w= 10 32 40 Nir 
Total project assistance...........-- 8S 250 43 
Number of people: 
Technicians (on duty close of year): U.S. employed._- : 2 5 2 
Total technicians... kenkionees eterke : 2 | 5 2 
Participants (programed, during year): Noncontract - -- 16 10 3 
sin. . - a Fi 
Potal participants - - ee ‘ 16 10 3 
Field of activity: 
Agriculture, forestry, and fisheries - - ; = 30 76 102 
Industry and mining - - 7 ; iol 6 50 | 31 
Transportation : 19 8 58 
Labor I Bh eee 
Health and sanitation a “ “ 5 35 
Education ‘ge 2 ec cucteae 5 30 
Public administration 5 — ne scsi 
Community development, social welfare, and housing 13 E ‘ _ 
General and miscellaneous -- Subbiecuns = 14 98 174 


Total by field of activity 88 250 43 
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British HoNnpURAS 


Summary of program by major cost component and field of activity 


| Dollars in thousands] 


Major cost component by fiseal year 








2 — - = -— ~ — 
so Major cost component and field of activity 
saa Actual Estimated Proposed 
——. fiscal year fiscal year fiscal year 
»sed 1959 1960 1961 
ser 
year a a ae ale = ° - : = 
I . 
Project assistance: 
— Technicians. __...----- sa a he citsin ieca 61 65 75 
PORTING. ois cnc ncn cncuman ie Daa oad 62 62 5l 
173 Contractual services EE sel ni tgiieiasatetia in 9 5 
gy Supplies and equipment--___-_-- aioe tain ies Galdaiea ocak astihinteletae 2 4 
” Other costs sasaki tales wae . e 18 16 15 
if See : ‘ ee - ee 
= lotal project assistance .......-- 2 . siPiesnipiess ’ 150 150 150 
4) Number of people: 
43 rechnicians (on duty close of year): United States em- 
Z ployed....... Se Ae aarenielgteaisiuaiainba } 4 4 
> Total technicians. -_........-.. sa aa ae a gt oe 4 4 4 
ae Participants (programed during year): Noncontract- - -.-- 23 21 18 
se ~ ne 
30 rotal participants. ...............-.-. sipateeciness 23 21 18 
9% Field of activity: 
. Agriculture, forestry, and fisheries as R4 62 60 
“a Industry and mining. _.....-..--.-- . . 25 35 28 
J ;bor 4 
. I ae sara nsec cegeasa aii a abana erin vi S Niseueccwnasddateeioda : 
7 Education F 3 : sa aS ( 6 
ro Public administration ran a ae. aisescn Naltieink és 10 
4 Community development, social welfare, and housing 12 23 20 
9s General and miscellaneous. as Laigaeng he tds bay abclntad 27 24 26 
7 Total by field of activity.....__- er il beg i 150 150 150 
‘ _— ™ a = 
174 
430 
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CRILE 
Summary of progrem by major cost component a nd Fie ad of activity 


[Dollars in thousands] 


Major cost component by fiscal year 





M ijor cost component and field of act 
Actual Estimated Proposed 
fiscal year fiscal year fiscal year 
1959 Loe 1961 
Project assistance ] 
rechnicians 049 895 
Participants 674 680 
Contractual services 475 $7] 
Supplies and equipment 162 120 
Contributions to cooperative services 328 27 
Other costs 407 454 
Total project assistance 2 870 3. 100 2, 895 
Number of people ] 
Technicians (on duty close of year 
U.S. employed 51 0 50 
Contract 7 15 14 
Total technicians. _. aes 58 65 64 
Participants (programed during year | 
Noncontract 24s 193 207 
Contract ‘ 5 30 15 
Total participants ‘ F peta 253 223 222 
Field of activity: | 
Agriculture, forestry, and fisheries ‘ = = | 885 917 853 
Industry and mining : , 591 585 521 
Transportation 2 “ 254 273 259 
Labor _. ; 250 364 370 
Health and sanitation__-- ape Gite als - 196 203 108 
Education 25 . 
Public administration- 177 203 134 
Community development, social welfare, and Housing 139 154 203 
General and miscellaneous 353 401 447 
Total by field of activity .._- — eon ; 2, 870 3, 100 2, 895 





ir 


ed 
Par 


I~ 
2 


2» 


833 
§21 
259 
370 
108 


134 
203 
447 


2, 895 
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CoLoMBIA 


Summary of program by major cost component and field of activity 


[Dollars in thousands} 


Major cost component by fiscal year 


Major cost component and field of activity 





Actua Estimated Proposed 
fiscal year fiscal year fiscal year 
LY5Y 1960 1961 
Project assistance 
rechnicians eck c 667 RRO G27 
Participants : , 4h 258 440 
Contractual services ‘ 104 132 194 
Supplies and equipment ’ 10 abana 
Contributions to cooperative services _ _- 354 425 42 
Other costs . 63 105 114 
Total project assistance sheen be sie 1, 683 1, 800 2, 100 
iber of people 
rechnicians (on duty close of year 
U.S. employed ; : 44 53 
Contract-_- ane : J ] 
Total technicians. ............ tae eaciete 45 54 55 
Participants (programed during year 
Noncontract_- eee eae = “ ‘ . 161 73 129 
Contract ‘ ‘ 
Total participants ‘ 161 73 129 
Field of activity 
Agriculture, forestry, and fisheries_-—-_.---- é 524 675 776 
Industry and mining. -_ ~~ --- shee . ; 65 87 110 
rransportation - ‘ ‘ 131 105 110 
Labor = ‘ Renin ss v0 25 KS 
Health and sanitation.......-. Seine he 459 350 300 
Education. ..--- 5 sn oa ; : 352 505 584 
Publie administration. . -_ -- js Lice oy 23 15 90 
Community development, social welfare, and housing-- edneieeewie 
General and miscellaneous 5 39 38 45 
Total by field of activity.....-_- ie sb  eabiaied 1, 683 1, 800 2, 100 
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Costa Rica 


Summary of program by major cost component and fie ld of acti ity 


{Dollars in thousands] 
l j 


Major cost component by fiscal year 
Major cost compoenent and field of activity 
Actual Fstimated Proposed 
fiscal vear fiscal vear fiseal vear 
1959 1960 1961 


Project assistance 


rechnicians 


ae ‘ nF 49 54 





Participants 247 268 
Contractual services 115 120 
Supplies and equipment ; 70 101 
Contributions to cooperating services. . 162 190 
Other costs... . AY 71 
Total project assistance_ -- pieces , 1,148 1, 290 
Number of peo] le 
rechnicians (on dut ) ear 
U.S. employed 33 34 
Contract s lf 








Participants (programed durin ir): 
Noncontract P 77 1/ 





Contract-....- 2 
Total participants. _...- . as ? 79 a) 
Field of activity 

Agriculture, forestry, and fisheries. _- 9 380 366 
Industry and mining. ne ; 104 103 
Transportation ; eh lf 2 
Labor_.._. 7 4 $0) s7 
Health and sanitation 5 ; 268 820) 
Education... é ale - 164 218 
Public administration. _. = 73 SO 
Community development, social welfare, and housing- - ~~. 40) 43 
General and miscellaneous. - eae 73 91 


Total by field of activity-- . tinewnnnen 1, 148 1, 290 





04 


323 


107 


-J0 


331 
243 
g8 
42 
93 


1, 290 
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O4 


323 
107 


~0 
331 
243 
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42 
93 
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CuBA 


Summary oj program by 


{Dollars in thousands] 


MM ijor cost component ind field of activit 


ect assistance: 

rechnicians g , 

Participants 

Contractual services é : 

Supplies and equipment 

Contributions to cooperative services 

Other costs r 
lotal project assistance _..-- 

‘umber of people 

hnicians (on duty close of year 


U.S. employed__ 
Contract 


Total technicians 
Participants (programed during year 
Noncontract 


Contract 


lotal participants 





1 ict! 
Agriculture, forestry, and heries 
justry and mining 


transportation 





ind sanitation 
illo 
iblic administration 
Community development, social welfare, and housing 
General and miscellaneous 
tal t eld of activit 


ABa909 60 


pt. 2 41 


M ajor cost 





Actual im 1 
fiscal year fiscal year 
1959 1960 

285 265 

18 50 

? 3 5 
Peron 45 ; 30 
351 350 


15 13 
10 23 
10 23 


146 
24 


‘ 
) ; 
32 ; 
32 5m 
51 350 


f 


major cost component and field of activity 


component by fiscal year 


Proposed 
iscal year 


1961 


14 


wen 


ae 
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DomMINICAN REPUBLI 


Summa 








D s in thousa 
MI 
Major cost component and fie of act 
Act 
f 
Project a tan 
rechnicians 
Participants 
Contractual service 
Sup} ind eq t 
( ntribut to ¢ erating ser ‘ 
Other cost 
l tal project as Stance 
Nurnhber of pe ple 
Pechniciat on duty close of year 
U.S. employed 
{ ntract 
rotal technicia - 
Participants (progr luring year 
Noncontract 
Contract 
Potal participar J s 
Field of activity 
Agriculture, forestry, and fisher 
Industry and mir 
Transportation 
Labor 
Health and sanitation 
Eduecat 
Public administration 
Community development, social welfare, and housing 
General and miscellaneous 


Total by field of activity 


/ of program by major cost component and field of activit 


/ 


4() ( ‘ 
44 10) 4 
219 2s » 
Tt 
10 ( 
{ 
} 
t 
17¢ 233 238 
43 42 
219 2s On 


| 
| 
i 
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KCUADOR 
S inmiwnary of program by major cost com pone nia? l Mlé ld of activilyu 


{Dollars in thousands] 


f Major cost component by fiscal year 
M cost component and field of act 
OSE Actual, Estimated, Proposed, 
ve fiscal year fiscal year fiscal year 
m1 1959 1960 1961 
ect assistance 
0 rechnicians stil Y2s 1,016 
* Participants $32 392 
Contractual services y 


Supplies unt 


lbequipment 


Contributions to cooperating service 








4 164 
74 sl 
13 432 


Other costs 246 215 
a lotal project sistance 932 2 2, 300 
f T poe poe 

bechnicial on duty ose Of year 
U.S. employed 2 4¥ 
Contract ¢ 
Lot technic 2 54 

pal progr ed ring ye 
Noncontract SS 148 

Contract 

lot ) nt SS 121 148 
Avricultu for ry, and fisherie 763 2 572 
Industr id n ng SS A 380 
| nsportatio s 95 
; | " 44 143 158 
Healt nitutior $44 324 
238 Education 232 42 315 
Public administration Sd 207 237 
Commun development, social w 5 eo 
(re er nad miscellaneous 217 2 219 
ay fic ctivit 1, 932 2,07 2, 300 
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Eni SALVADOR 


Summary of program by major cost component and field of 


[Dollars in thousands 


Contra 
Suppli 
Contributi 


Other costs 


lotal project 


Total partici 


Field of activity 
Agriculture, 
Industry ar 
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GUATEMALA 
program by major cost component and fie ld of a tivity 


{Dollars in thousands} 





Major cost component by fise 


Actual Estimated Proposed 
fiscal yeal fiscal year fiscal 
1059 1960 


services 


S. emplo 


ONLTatt 


fealth and 
ducation 
ublic administration 


ymmunity development, social welfare, and housing 


I 
I 
EF 
I 
( 
( 


ieneral and miscellaneous 


Total by field of : 
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Hari 


Summary of proqram by major cost compone ni and field of acti j 


Dollars in thousand 


Project assistanc 
Technicians 
Participants 
Contractual services 
supplies and equipment 
Contributions to ) 
Other costs 


lotal projec 


Number of people 
Technicia ym dut 
Us. employed 

Contract 


Total technician 


Participants (prog 


Noncontrac 
Contract 


Field of activity 
Agriculture, forestry, 
Industry and mining 
Transportatior 
Labor 
Health and sanitation 
Education. 
Public administration 
Community development, soci velfare, and housing 
General and miscellan 


Total by field of 





ceipants 
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HoNDURAS 


Summary of program by major cost component and field of activity 


Dollars in thousands] 


Major cost component by fiseal year 


t component and field of activity 
Actual Estimated Proposed 
fiscal year fiscal year fiscal year 
1959 1960 1961 


stance 
n 5 783 
] 76 


ctual servic 37 17 
nd equipment “ i4 


300 
160 


550 


programed during yea 


irticipants 


orestry, and fisheries 


ition. 


nistration 
lity development, social welfare, and housing 


nd miscellaneous 


by field of activity 
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MeExIco 


7 fig ld 


S immary of program hy major cost com pone ni an 


in thousands] 


Supplies and ec 
Contributio 
Other costs 


Total proje 


Number of peopl 
Technicians 
U.S 


Contract 
Total tech 
Participants (pre 

Tot il parti 


Field of activity: 
Agriculture, forestry, 
Industry and mining 
Transportation 
Labor i 
Health and sanitation 
Education ‘ 

General and miscellaneous 


Total by field of activity 
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NICARAGUA 


Summary of program by major cost component and field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 


posed _ Actual Estim ted Proposed 
il vear fiscal year fiscal year fiscal year 
1961 1959 1960 1961 


istance: 
rechnicians 
Participants 
Supplies and equipment 
Contribution to cooperative 
Other costs 


mber of people 


lechnicians (on « 


lotal technicians 


Participants (prograt 


Potal participants 
f activity 
Agriculture, forestry, 
Pransportation : 

szabor 

lealth and sanitation 

-duecation 

Publie administration 

Community development, social welfare, and hous 
(ienera] and miscellaneous 


Potal by field of activity_- 
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PANAMA 





Summa / of progran by major cost component ar d fi ld of acti 


[Dollars in thousands} 


ynect assistance 

Technicians 

Participants 

Contractual services 

Supplies and equipment 
Contribution to cooperative services 
Other costs 


Total project assistance 


Number of peopk 


rechnicians (on duty close of vear 
| = employed 
Contract 


Total technicians 
Participants (programed during year 
Noncontract 


Contract 


Total participants 


Field of activity: 


Agriculture, forestry, and fisheries 

Industry and mining 

Transportation 

Labor__- 

Health and sanitation 

Education 

Public administration 

Community development, social welfare, and housing 
General and miscellaneous 


Total by field of activity_._.- 


f 


Major 


Actua 
nscai ye 


1059 


COs 


467 
27 


7 


180 


319 | 


147 


37 
4X 


, 460 


74 
TS 


3s 
9 
32 


47 


1.610 


/ 


1,610 


40 


48 


100 


108 


505 
186 
53 


169 
382 
238 
32 
45 


1,610 
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PARAGUAY 
Summary of program by major cost component and field of activity 


{Dollars in thousands] 
\ } 


i Major cost component by fiscal year 
2 Major cost component and field of activity 
sed Actual Estimated Proposed 
ear fiscal year fiscal year fiscal year 
LY5Y 1Y60 1¥6] 


Oyecl USSISLUNCE 





Pechnicians e 721 812 681 
Participants 176 4 320 
Contractual services 200 
supplies and equipment 53 101 83 
Contributions to cooperative services OSS Ot 352 
Other costs 7 Ay? 199 184 
1,610 lotal project assistance 1, 737 1, 850 1, 800 
ver Of pe opl 
hechnicians (on duty close of year 
40) U.S. employed 40) 42 41 
8 Contract 2 5 12 
48 otal technicians 42 47 53 
Participants (programed during year): Noncontract- -- 57 i) 70 
100 
3 lotal participants 57 5) 70 
108 Field of activity 
Agriculture, forestry, and fisheries 52 350 447 
lransportation ; 144 175 115 
505 Health and sanitation 324 534 404 
186 Edueation ad 336 352 251 
58 Public administration 119 136 182 
‘ General and miscellaneous 252 303 401 
169 
382 Potal by field of activity. a 1, 737 1, 850 1, 800 
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PERU 


mmary of progran by major cost component and Jit ld yf acti 


Dollars in thousands] 


Major cost component 


jor cost component and field of activ 
Actual, Estimated 
fiscal year fiseal vear 
1959 1960 


Project assistance 
rechnicians 
Participants 
Contractual service 
Supplies and equipmer 


Contribution to cooperat 


Other costs 


imber ol peopl 
pechnicians ma 


U.S. employed 
Contract 


Total techn 


irticipants (prog 


‘ ' 
yoncontra 


Contract 


Total participa 


Agriculture, forestry, and fishe1 
Industry and mining 
lransportation 


OT 


ealth and sanitation 


I 

] 

Education... . 
Pu 

( 


1 


} 


blie administration 
‘ommunity development, social 
General and miscellaneous 


l 


ld of activity 
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SURINAM 


Summa of program by major cost compone nt and field of activity 


[Dollars in thousands 





Actual 
int ] ve I 


1959 


‘ 


U.S. employed 
lotal technicians 
pants (programed during year): Noncontract 


participants 


and fisheries 


h and sanitation 


ion 
1diministration 
unity development, social welfare, and housing 


al and miscellaneous 


URUGUAY 


Summa ry of program bu major cost componen t and 


{Dollars in thousands 


Project assistance 
Pechnicians 


Participants 


Number of people 
rechnicians (on duty close of year): U.S.-employed 


Total technicians 
programed durin I Noncontract 
Potal participants 


tivity 


nsportation 


ation 
tion 
] 


elopment, social welfare, and housing 
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VENEZUELA 


Summary ot program hy major cost compone nt and field of activity 


Dollars in thousands 
Major 


Actual Estimated Proposed 
fiscal year fiscal vear fiscal year 
1059 1960 1961 


et assistance 

Pechnicians 104 
Participants r 
Contribution to coopera ‘ 25 
Oorner costs 


Tota project 


Number of peoy 
Techni 


West INpIES AND EASTERN CARIBBEAN 


> ] 
program by major cost component and field of act 


{Dollars in thousar 
Major cost con pone 


Actual 
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FISCAL STATUS OF COSTA RICA 


Mr. Passman. I must take a little time here, gentlemen, if I may, 
on Costa Rica. It is my understanding that until a few years ago 
there was no income tax law in Costa Rica; is that your under- 
standing / 

Mr. Arwoop. That is my understanding, yes. 

Mr. Passman. I note from the divider sheet that Costa Rica has 
been able to operate with a budget surplus in 1958 and 1959, ap- 
parently through U.S. aid, since budgetary support is included 4 

Mr. Arwoon. I do not think any budgetary support has been given 
to Costa Rica. It has been technical cooperation. 

Mr. Passman. Budget receipts. What is the difference? It goes 
right into the budget. They had a surplus; did they not? 

Mr. Arwoop. We do not put our money into the budget of the other 
country. All we do is contribute to a project which they contribute 
to also. 

Mr. Passman. You list it here. You have budget 
U.S.A., Public Law 480, on your divider sheet. 

Mr. Arwoop. It shows a budget deficit here. 


Ir. Passman. Just take your time now, and have a look at it. 


Mr. Arwoop. Public Law 480. 

Mir. Passman. You have two there. 

Let's go into 1959 now. Do you find they had a budget surplus in 
19D8 and 1959? 

Mr. Arwoop. Yes, plus eight here. 

Mr. Passman. What is the national debt of that country, if any? 

Mr. Conve. $57 million in 1958. That is page 128, the third 
paragraph. 

Mr. Passman. Look at page 128, and you put it in the record. 

Mr. Arwoop. The public debt outstanding was approxim: ately $57 
million in 1958, of which 62 percent was internal and : 
external. 

Mr. Passman. What is the total of our aid to the country since 
inception of the program ¢ 

Mr. Arwoop. Through June 30, 1959, $7,408,000 for technical coop- 
eration. The total figure, including the figure I just gave, cumulative 


through June 30, 1959, $9,408,000, Development loan fund is 
S300.000, 


receipts from 


38 percent 


STATUS OF PROGRAM FOR CUBA 


Mr. Passmawn. Do you have money in the bill io Cuba ? 
Mr. Atwoop. We have. As indicated earlier by Secretary Rubot- 


tom, unless that program is changed it will come to : 


i. close June 30. 
LOGO. 


In view of the authorizing bill, this program will not continue 
unless th ie President determines it to be the national and hemispheric 
interest. We have two projects continuing now. There is a figure 
of o250.0 1) in here for 1961 under “Technical cooperation.” 

Mr. Passman. What do you have to the credit of Cuba under prior 
appropriations for “Technical aid” ? 

Mr. Murpirry. You would have $145,000 unliquidated as of 


June 
. Mr. Chairman. 
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Mr. Passman. Are you going to suspend that. or are the projects 
continuing / 

Mr. Atwoop. That decision is not made yet. 

Mr. Passman. Are you continuing the projects now, or have they 
been discontinued ? 

Mr. Murrny. The projects are going presently. 

Mr. Arwoop. At the time this program was prepared, Mr. Chair- 
man, the situation in Cuba looked as if technical cooperation might 
prove to be a thing of interest to the United States to continue. It 
is not a political program. It is not a program where the Govern- 
ment receives the money. It is a program with the people of Cuba. 

The technical cooperation program in Latin America has gone 
through plenty of revolutions since it started in 1942 and it has 
never vet been out or in because of political reasons. 

Mr. Passman. You would understand we have some concern. 

Mr. Arwoop. T have a very great concern also. The program since 
we started this fiscal year has reduced itself down to two projects, 
which are continuing, and they are slated to close on June 30, 
1960, unless they are continued. We have not made the decision to 
continue, but we have asked for money to continue if it is decided to 
continue them. 

Mr. Passman. It is not just Cuba. When we get slapped on one 
cheek, we turn the other. You will recall that Yugoslavia on Decem- 
ber 26, 1957, asked that the military program be discontinued. But if 
you go to 1960, you will find they have their finger in just about every 
pot on the stove. We ran into it in “Special assistance” this morning, 
I believe in the contingency, in Atoms for Peace, in the technical aid 
program. If there are any programs Yugoslavia is not in on, we 
have not found them yet. It looks as though we just turn the other 
eheek. That. is dollar diplomacy. I do not know whether I can do 
anything but express my own feelings. 


PROGRAMS IN URUGUAY AND VENEZUELA 


Mr. Anprews. Does the program include every country south of the 
border, except Venezuela ? 

Mr. Arwoop. There is no program for Uruguay. 

Mr. Passman. Is Venezuela in any of the other programs? 

Mr. Arwoop. There is no program in the book for Uruguay or 
Venezuela, 

Mr. Passman. Do you have military assistance for either of them? 

Mr. Murreny. Venezuela is buying arms under military assistance 
for dollars. 

Mr. Passman. Do you have any type program for either of these 
countries / 

Mr. Arwoop. Yes. 

Mr. Passman. So if they are not in this pot, they are in some 
others # 

Mr. Arwoop, The program consists primarily of short-term ad- 
visers, not a program that requires programing in the usual sense. 

Mr. Passwan. But we do have a program, and we have paid per- 
sonnel in the country ? 

Mr. Arwoop. Yes; we have one in each. 
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AID IN ALL COUNTRIES 


Mr. Passman. So there is aid in all Latin American countries / 
In all Latin American countries you have some type of aid program 
going on, minor or major 4 

Mr. Arwoop. Yes, sir. 

Mr. Anprews. They are all in the program in one way or another? 

Mr. Arwoop. All except the French islands and certain Dutch 
islands. All the Repubhes of Latin America are included in the 
program as of the present moment. 

Mr. Anprews. Are you planning to take the French and Dutch 
islands in? Do you have any plans for that ? 

Mr. Arwoop. Surinam is Dutch. It is in the program. Curacao 
and Aruba are Dutch islands and we have no progranis there. British 
Guiana, there we have a program. In British Honduras we have 
a program. The West Indies Federation includes several items, and 
we have a program. 


ReGionaAL Prosecrs—Latin AMERICA 


Summary of program by major cost component end field of activity 


{Dollars in thousands] 


Major cost component by fiscal year 


Major cost component and field of activity 





Actual Estimated Proposed 
fiscal year fiscal year fiscal year 
1959 1960 1961 
Project assistance 
lechnicians 335 412 ~ 
Participants 
Contractt1al services ‘ Ri2 586 615 
Supplies and equipment l 15 
Contribution to cooperative services 
Other costs 271 377 298 
Total project assistance 1,419 1, 390 1, 250 
Number of people 
rechniciins (on duty close of year 
U.S, employed 18 18 18 
Contract HY 24 9 
Potal technicians 38 $2 43 
Participants (programed during year 
Noncontract 
Contract 130 
Total participants 7. 130 
Field of activity 
Agriculture, forestry, and fisheries 
Industry and mining 
lransportation 175 5 195 
Labor 
Health and sanitation 101 30 
Edneation 131 11s 5 
Public administration 
Comm initydevelopment, social welfare, and housing 
General and miscellaneous 1,012 047 937 
Total by field of activity 1,419 1, 390 1,2 


Mr. Passman. We also have regional projects for Latin. America 
In the amount of $1,250,000; is that correct ¢ 
Mr. Arwoop. Yes, sir. 
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Mr. Passman. Tlow much have we spent to date on this program, 
in total ¢ 

Mr. Mureny. $13,379,000 cumulative estimated expenditures. 

Mr. Arwoop. Through 1960, 


COUNTRIES RECEIVING CIVIL AVIATION TECHNICAL ASSISTANCE 


Mr. Passman. What countries have received technical assistance 
in the civil aviation field so far this fiscal year ¢ 

Mr. Arwoop. That we have to get. Most all of them. It is a re- 
gional program. 

(The information supplied follows :) 


COUNTRIES WuicH RECEIVED TECHNICAL ASSISTANCE FROM LATIN AMERICAN 
ReGIonaAL FAA Group DURING FISCAL YEAR 1960 


Argentina Costa Rica Peru 

Bolivia Ecuador Surinam 
Brazil Honduras Trinidad 

Chile Nicaragua British Guiana 
Colombia Panama 


REIMBURSEMENTS TO FAA FOR SALARIES 


Mr. Passman. What are the salaries of these nine specialists under 
regional projects / 

Mr. Arwoop. I have to get the actual salaries. They are FAA em- 
plovees, and we reimburse FAA for salaries. 

Mr. Passman. It comes out of the technical aid appropriation / 

Mr. Arwoop. Yes. 

Mr. Passman. What is the total amount for the nine specialists ? 

Mr. Arwoop. $135,000 for U.S. technicians. 

Mr. Passman. Forthe nine. Is that for a full year? 

Mr. Arwoop. Yes, they are on duty a full year, on duty all the 
time. 

Mr. Passman, $15,000 each, approximately. 

Mr. Arwoop. Yes: they are top level specialists from the FAA who 
are available to go to any one country that needs advice on either elec- 
tronie devices or landing systems or communications or air safety, 
whatever it may be. 

Mr. PASSMAN. What is the salary cost of the two machinery con- 
sultants/ 

Mr. Arwoop. $40,000 listed for those two consultants, but that must 
include transportation. They are ICA emplovees. 

Mr. Passman. On the nine specialists, does that figure you gave us, 
$135.000, include travel ? 

Mr. Arwoop. No; the only travel that includes is their own local 
travel. When they go to another country, the other country pays 
their travel expenses. 

Mr. Gary. Mr. Chairman, will you yield? 

Mr. PassmMan. Yes. 


JAMAICA PROJECT INCLUDED IN WEST INDIES FEDERATION 


Mr. Gary. Referring back to the Caribbean area, do you still have 
a project at Jamaica 4 
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Mr. Arwoop. Yes; we have a small program in Jamaica, but it is 
part of the West Indies program. It 1s included in the West Indies 
Federation. There were individual projects in Jamaica as well as in 
the other islands. 

Mr. Gary. Thank you. 


SERVICES OF NATIONAL ACADEMY OF SCIENCES 


Mr. Passman. What service has the National Academy of Sciences 
provided so far this fiscal year to justify a $50,000 contract / 

Mr. Arwoop. The National Academy of Sciences has a committee 
which we requested they set up which meets periodically and they also 
are helping us to coordinate the basic science programs throughout 
Latin America. Specifically, they have a man who ts eoordin: ating 
our program in Chile. 

Mr. Passman. What is the total cost of this project ? 

Mr. Arwoop. It isa reimbursable contract. 

Mr. Passman. It is still the taxpayer's dollar. Could you tell us 
the cost of it? You have a committee with only one man on it. I 
wonder how one man would spend 350,000. T believe the National 
Academy of Sciences developed this program for Africa last year. 

Mr. Vrwoop. That is a separate thing. 

Mr. Passman. IT am not mixing them, but is it the same academy / 

Mr. Arwoop. The National Academy of Sciences, but a different 
group of men. 

Mr. PassMman. National Academy of Sciences, that is the institution 
that ce eloped the project for Africa / 

Mr. Arwoop. Somebody else would have to answer that. 

Mr. Grant. No, sir; we contracted with the National Academy of 
Sciences to arrange for a study of how improvements could be brought 
about through the use of sclence ana technology in tropical Africa 
The National Academy of Sciences put together a working group 

Mr. Passman. You answered it previously. It was true. Now you 
verified it. 

Mr. GRANT. They did hot develop the special program for tropical 
Afr ic 

Mr. Passman. Was the program a result of their activity and 
ommendations / 

Mr. Grant. It was not the result of their study, per se. Some of 
their recommendations coincided with the program that is now going 
to be undertaken by the special—— 

Mr. Passman. Some of them coincided with—— 

Mr. Grant. We took into account the recommendations of the Na- 
tional Academy of Sciences study when we drew up the program. 

Mir. Passman. Their recommendations were followed in formu- 
lating and carrying out this program ? 

Mr. Grant. A certain number of them were. The full extent I do 
not. know. 

Mr. Passman. Then, the National Academy of Sciences to which 
you refer is the same National Academy of Sciences that 
on this program for Africa ? 

Mr. \-‘rwoop. Yes, sir. 
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SCOPE AND COST OF THE NATIONAL ACADEMY OF SCIENCES PROJECT 


Mr. Passman. You have one technician, or one individual, assigned 
at a cost of $50,000 ¢ 

Mr. Arwoop. No, sir; that is one part of their program. They 
have sent various people to look over the science program we have 
throughout Latin America, the basic science program: mathematics, 
physic s, chemistry, engineering, et cetera. What they are doing is 
advising us as to the most effective way of cooperating with the uni- 
versities wn the technical institutions in the various countries, the 
best way to help those countries develop basic sciences and basic 
science training. 

The program is ours and it was there before, but we felt the need 
for expert advice and guidance regarding this program. This com- 
mittee is made up of specialists throughout the United States, spe- 
cialists who know Latin America, and they are advising us as to how 
we can most effectively help these countries develop training in the 
basic sciences, which we consider essentially part of our program. 

Mr. Passman. What has been the total cost of the project ? 

Mr. Arwoop. $100,000 in 1959: $50,000 in 1960: $50,000 for 1961, 

Mr. PassmMan. Project it to the completion date. 

Mr. Arwoop. $200,000 more. 


EXPERTS CONSULTED 


Mr. Passman. $400,000. You are asking for another installment 
of 25 percent this year, $50,000. How many individuals are involved? 

Mr. Arwoop. It is not a — of hiring people. It is a question 
of calling in experts. The National Academy calls in experts from 
the universities in connection with any problem we face them with. 

They may bring in three professors or they may bring in five. The 
committee is made up of about 15, which meets regularly. 

Mr. Passman. How many did you call in during fiscal 1960 ? 

Mr. Arwoop. I would have to add that up. I would have to go to 
the records of the committee meetings. 

Mr. Passman. If youcan, please do. 

(The information may be found in the appendix on p. 3078.) 


NUMBER OF STUDENTS 


Mr. Passman. How many individuals received instructions under 
the two university contracts at a cost of $118,000 so far this fiscal 
year ¢ 

Mr. Arwoop. Twenty-five elementary school supervisors annually 
for the project at I -ennsylv: ania State. 

Mr. Passman. What is the cost of the project through fiscal 1960? 

Mr. Arwoop. $201,000. 
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Mr. Passman. How long has it been in effect? You have only 
trained 50 people out of that $201,000, which is rather expensive 
training. 

Mt. Arwoop. These are special courses which have been set up by 
these institutions where they have had to provide people who te: ach 
in Spanish. 

CURRICULUM DEVELOPED FOR STUDENTS 


Mr. Passman. Did the ICA work out the curriculum which they 
followed ? 

Mr. Arwoop. We worked with them on the ee especially 
tailored programs to take care of these teachers from Latin America. 

Mr. Passman. How many universities and colleges are using the 
ICA formula in instructing and teaching these people, in your area? 

Mr. Arwoov. The ICA formula ? 

Mr. Passman. Yes. For instance, to refresh your memory, with 
reference to Johns Hopkins. We have a contract with them. The 
tuition is $4,000 for 5 months. 

Mr. Arwoop. That is not Latin American students, Mr. Chairman. 

Mr. Passman. I am not talking about Latin America. You said 
ICA furnished material to the colleges. They suggested 166 subjects 
which Johns Hopkins is teaching to the ICA people. Is this a similar 
program ? 

Mr. Arwoop. This is a specific program at Pennsylvania State to 
train elementary school supervisors for Latin America. They are 
brought up from Latin America, they are taught at Penn State in a 
special course for elementary school supervisors, and we worked with 
them to develop the type of course that was necessary. 

Mr. Passman. ICA helps work out the course and provides the 
material ? 

Mr. Arwoop. We have not furnished the material. They furnish 
the material under this cost here. 

Mr. Passman. How many of the subjects worked out by ICA whic h 
they teach these people are not taught regularly by the university ? 

Mr. Arwoop. We have not worked out subjects they teach. We 
have worked out the program that they should give in order to train 
Latin American rural elementary teachers. They are the ones who 
develop the course and supply the materials and teachers, and so on. 

Mr. Passman. Do you want to read your note there before we 
proceed? It might be something that would shed light on the matter 

Mr. Arwoop. It says: “We provided information on the problems 
in Latin America based on which Penn State adjusted its curriculum.” 
That is what I e been saying. 

Mr. Passman. I did not know that was what you had been saying. 

Mr. Arwoop. I thought that was what I was saying. 

Mr. Passman. If you read the record, you will find that is not what 
you have been saying. Do you have any idea of the number of sub- 
jects taught to these people out of this $201,000 for 25 for 2 years? 

Mr. Arwoop. One subject is taught there. They are trained to be 
elementary schoolteachers. 











1956 


Mr. Passman. Just one subject / 

Mr. Arwoop. That is the thing, they are trained to be elementary 
schoolteachers. 

Mr. Passman. Why would you have to set up a special course to 
train people to be elementary school teachers, and why would ICA 
have to do it ? 

Mr. Arwoop. Latin American countries are slightly different from 
the United States, and training programs in Latin America are not 
similar to elementary school training in the United States, and also 
they speak Spanish, which is why we have had to set up special courses 
at these two p laces in order to train element: ary SC ‘thoolteachers. 


rUITION COST PER STUDENT 


Mr. PAssman. What does that make the tuition cost per student / 

Mr. Arwoop. The total cost averages around $4,000. 

Mr. Passman. They get for the $4,000 the same thing as if you had 
a boy attending? They do not get any special privileges that the 
regular students would not get 4 

Mr. Arwoop. They get what an American student would get going 
to a teachers college bei ‘ing trained to be an elementary schoolteacher. 

Mr. Passman. Do you know what the tuition of an American going 
to one of these colleges for this training would be ? 

Mr. Arwoop. This is more than tuition. This includes board and 
lodging and transportation when they visit places in the state. 

Mr. Passman. Give us a breakdown on this cost. Could you state 
for a fact it includes board / 

Mr. Arwoor. I can give you a breakdown. 

Mr. Passman. You “spoke with authority, so you are bound to have 
it in your records. Check to see if it includes board and lodging. 

Mr. Arwoop. The U.S. contribution consists of a basic contract 
which provides for a project coordinator, faculty personnel, bilingual 
secretary, classroom space and equipment, supplies, payments to guest 
lecturers, medications, supervised travel and observation trips within 
Pennsylvania, textbooks required by participants, at a cost of $131,000 
in fiscal 1959 for 2-year financing. An additional $70,000 is planned 
for fiscal 1960. For fiseal 1961 we request 

Mr. Passman. You did not give us how much for board. You 
gave everything but the board. 

Mr. Arwoop. I may have made a mistake, Mr. Chairman. The 
board may not be included. 

Mr. Passman. Let us find out, because I think that is similar to some 
of the other contracts we are running into. 

Mr. Arwoop. I will have to eall for that. I think that is right. I 
think the board and room will be paid by the program in the country 
the student comes from. 

Mr. Passman. So the tuition and things in connection that you just 
mentioned would cost approximately $4,000 per student per year; 
is that correct / 


M r ATW OD. Yes. 
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CURRICULUM DEVELOPED FOR STUDENTS 


Mr. Passman. Some of the subjects they are being taught, or ex- 
posed to, are recommended by ICA and given to them to work into the 
program ¢ 

Mr. Arwoop. The purpose of the course was recommended by IC.A. 
The university set it up. 

Mr. Passman. But you did provide some material, because it was 
not a regular subject they had been teaching ¢ 

Mr. Arwoop. We did not furnish material. They furnished 
material. 

Mr. Passman. Do you get into the picture any way other than by 
providing the money ’ 

Mr. Arwoop. Telling them what we wanted done, the problem that 
had to be solved. 

Mr. Passman. Could you give us a list of subjects they teach under 
this contract ¢ 

Mr. Arwoop. I can. 

Mr. Passman. All right, sir. It sounds like just about the same 
type of contract. you might have with Johns Hopkins. They are 
teaching 166 subjects. It should be different if you are teaching 
them to be schoolteachers. 

Mr. Arwoop. The report was just printed. If you would like a 
copy of the report from Penn State on this program, I will be glad 
to supply the committee with a copy of that report. 

Mr. Passman. We would like to have it. 

(The report was supplied for the use of the committee. ) 


OreEGOoN STATE COLLEGE CONTRACT 
RESUME OF SITUATION RELATING TO CONTRACT 


Mr. Passman. Dr. FitzGerald, we invited you to appear before the 
committee to help clear up one specific contract. under ICA, about 
which there has been a lot of comment and about which, according to 
my understanding, information is in the hands of other committees. 

This committee visited Bangkok last year, and under the eagle eye 
of the able former chairman, the gentleman from Virginia, Mr. Gary, 
picked up some valuable information. 

Subsequent to that he received other information. Later, the mem- 
ber from New Mexico came in with some information. It was all 
put, together, and it made what appeared to be a rather unwholesome 
situation. 

This was our understanding: That the contract was scheduled to 
terminate on April 14, this year, and that the mission recommended 
that the contract be terminated on that date; but the mission head’s 
report. notwithstanding, ICA Washington extended the contract to 


June 30. Later there was a commitment to extend it to September 
5Q, 
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Even though the mission head recommended that the contract be 
terminated at the expiration date, ICA/Washington did not follow 
the recommendations of the mission; and at a subsequent date the 
mission head, back in America on home leave, paying a visit to 
ICA /Washington, reversed his original position and assented that it 
should be continued, and that an evaluation team of two men, who 
knew nothing about the program whatsoever, should be sent out to 
Bangkok to evaluate the contract and report back to ICA/ 
Washington. 

Have I stated that according to your understanding of the matter? 

Mr. Gary. Mr. Chairman, as I understand it the mission head did 
not recommend the extension, but he acquiesced in it, he agreed to it. 

Mr. Anprews. You mean after he got to Washington. 

Mr. Gary. After he got to Washington, he agreed to or acquiesced 
in this extension, and this survey, as I understand it. 

Mr. PassmMan. Notwithstanding a prior recommendation to the 
contrary. 

Mr. Gary. That is what Mr. White stated yesterday, I believe. 

Mr. Passman. Those, then, are the facts as they are / 

Mr. Gary. We are trying to recite Dr. FitzGerald the testimony of 
yesterday. 

Mr. Passman. And the committee’s understanding of what actually 
transpired in connection with this contract. 


INABILITY TO REACH A DECISION WITH CONTRACT 


Mr. Wurre. I explained to the committee last night the history 
leading up to the deliberations last. fall by the mission and the in- 
ability of the rector of the university to agree to an extension or termi- 
nation of the contract. On the question of negotiating a new exten- 
sion to the contract, and that facing the necesity of evacuation of the 
Oregon State personnel on the 14th of April, the mission indicated 
to us in the fall of the year that they thought they would be coming 
to a situation where it would have to be terminated as provided be- 

cause of inability to get decision and other reasons. 

We never knew definitely the action they intended to take until 
December, when we got a message indicating they felt it was going 
to be necessary to take action to let the contract end and not be able to 
continue with an extended contract they had in draft form and under 
negotiation. 

Mr. Naughten was here at that time, as I explained last night. He 
was not called to Washington, as I explained. 

After the 1st of January, it became clear that the transfer of the 
university was being made from the Ministry of Agriculture to the 
Ministry of Education. The rector of the university was going to 
be continued in the position and was then able to talk as he is now 
clear about his position and the university’s position regarding exten- 
sion of the contract. 


DECISION TO SEND EVALUATION TEAM 
At that time we arrived at a joint decision here with Mr. Naughten, 


the mission chief, who was on duty in Washington, not on annual 
leave. Jointly it was decided, after careful consideration, consider- 
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ing the fact they were trying to negotiate a new contract, considering 
the changes that were taking place, that it was desirable to have an 
evaluation team go out and take an objective look. 

I stated the reasons for it and what the duties of the evaluation 
team would be. 

Mr. Passman. As I asked a question, I do not believe you ever veri- 
fied it for the record, the incidents that I quoted, whether they were 
correct or not. 

Mr. Wuire. I tried to— 


RECOMMENDATION BY MISSION THAT CONTRACT BE TERMINATED 


Mr. Passman. You were going into detail. I am speaking about 
the expiration date being April 14, this year, and that Mr. Naughten 
had recommended that the contract be discontinued at the expiration 
date of April 14. 

Mr. Wire. I replied on that point that the termination date was 
set on April 14, 1960. 

Mr. Passman. And it was recommended by Mr. Naughten 7 

Mr. Wine. Mr. Naughten was here in Washington on duty. His 
oflice in Bangkok was handling the correspondence with Washington 
and he saw this correspondence from his headquarters mission while 
he was on duty in Washington and had a chance to talk to us about it. 

Mr. Passman. On duty, or on home leave / 

Mr. Wurre. He was on duty here. 

Mr. Anprews. We were told by two other witnesses that he was 
on annual home leave. 

Dr. FrrzGreratp. He came home on home leave and then went on 
duty in Washington for, I estimate, about 2 months in an evaluation 
panel we had set up reviewing the competence and the capacity of 
our officers in the field. He was here both on home leave initially, 
and then he went on active duty in Washington. 

Mr. Anprews. He had recommended before coming to Washington 
that that contract be terminated ; is that correct ? 

Dr. FrrzGreratp. I believe, sir—I have to check the files, but my un- 
derstanding is that he was in this country on home leave at the time 
we got the notice from the mission that they believed this contract 
would have to be permitted to expire on April 14 because of in- 
ability to get action on the part of the Thai Government. 

Mr. Anprews. Did Mr. Naughten, the chief of the mission, recom- 
mend that the contract be terminated? My understanding is he did 
make that recommendation. 

Mr. Passaan. It wasso testified yesterday. 

Mr. Anprews. And again this morning. 

Dr. FirzGeraup. The mission did. 

Mr. Anprews. He was chief of the mission. 

Dr. Firzceratp. He was not the chief of the mission at the time this 
recommendation from the mission came in. The mission was in charge 
of the acting chief at the time, Mr. Leon Woods. 

Mr. Anprews. Did he at any time suggest and recommend that 
that contract be terminated ? 





1960 


Dr. FirzGeratp. Not to my knowledge. As an individual in Wash- 
ington at the time, he did not, to my knowledge. Mr. Woods, the 
mission 

Mr. ANprews. Several witnesses told us this morning 

Dr. FrrzGeraup. The mission did,sir. As faras we are concerned 
let us be very frank—as far as we are concerned, when Mr. Naughten 
is in Washington, he is not running the mission and we look to the 
mission for mission instructions and euidance. 

Mr. Gary. That makes it that much worse. 

Dr. FrrzGrravp. From your point of view, Mr. Gary. The mis- 
sion made the recommendation. 

Mr. Gary. The mission made the recommendation, and you over- 
ruled the mission. It was Mr. Naughten who finally acquiesced in it, 
and not the mission. 

Dr. FirzGeratp. We sent it back to the mission for their advice 
and concurrence, sir. They made a recommendation to us that the 
contract: be permitted to expire. I person: ally considered this matter 
ut some length. Mr. N: aughte ‘nn Was In town and I discussed the mat- 
ter with him. I discussed the matter with Mr. White. 1 discussed 
it with other persons who are familiar with this contract. My per- 
sonal conclusion was that we should have an objective look taken at 
this contract in view of the differences of opinion which developed 
with respect to it. 


ADVICE FROM REPRESENTATIVES OF OREGON STATE COLLEGE 


Mr. Passman. Why, as the mission did recommend termination / 
You were in Washington. They were out in Bangkok living with it, 
seeing it, auditing it. Why did youthink that ¢ 

Dr. FrrzGerarp. | thought that because we had other advice that 
the contract 

Mr. Passman. From whom, sir? 

Dr. FirzGeratp. We had this advice from Oregon State College 
representatives. 

Mr. Passman. Naturally they would so advise because they wanted 
to extend it. But how about other witnesses? Did any U.S. Senators 
or Representatives talk with you / 

Dr. FrrzGreratp. No; none at all. I understand this question has 
been asked and I want to make the record very clear at this point 
that I have had no calls, no correspondence, no indirect information 
or advice from any Congressman or advice with respect to this con- 
tract. 

Mr. Passman. Did the officials of Oregon State College seem to be 
well prompted as to the approach in order to get an extension’ = It is 
‘cenit they could have received information—maybe they had been 
told how to approach this to get it extended? Certainly there is 
some reason why ICA/W ashington would extend a contract which 
the mission had recommended be terminated. You did not extend 
it one time. You extended it twice. You extended it one time, and 
then you made a commitment to extend it the second time. 

Dr. FrrzGreracp. That is correct. 

Mr. Passman. It is something that is confusing to the committee. 
There must have been some reason why ICA Washington would 
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against the recommendation of your mission out in Bangkok. It 
would appear this is one contract concerning which the Oregon State 
College officials themselves gave very good reasons why it should be 
extended. We do not naw under what circumstances you reversed 
the recommendation of the mission except on the ple: dings of Oregon 
State. There are bound to have been considerations other than the 
college, which is a recipient of the program, to make a recommenda- 
tion that it be extended. 


INTEREST OF OREGON STATE COLLEGE IN CONTRACT 


Dr. FirzGeraup. The college, of course, is not the recipient of 

program, sir. 

Mr. Passman. They get paid their overhead ¢ 

Dr. FrrzGeraup. The Kasetsart University is the recipient. We 
pay Oregon State for services rendered. 

Mr. Passaan. Why would they want to extend it, if they are not 
recipients, through employing some of their faculty or some other 
consideration / 

Dr. FrrzGeraup. Tam sure they had a sincere interest in perform- 
ng a service to the United States and to the university In improving 
that institution, which they had done quite well. 

Mr. Passman. According to this report it was not done quite well. 
According to other information it was not done quite well. According 
to the mission it was not done quite well. According to records we 
have, the contract had been in effect 6 years, and there had been a lot 
of mismanagement all the way through. Tf you had an opportunity 
to read this voluminous report, you would undoubted]y arrive at the 
same conclusion. 

Dr. FrrzGeravp. T have not read this report, sir. I am told that 
there are considerable 

Mr. Passman. You recommended the extension without reading the 
report upon the basis of which we were supposed to terminate the con- 
tract / 

Dr. FirzGeratp. Mr. Passman, I did not recommend the extension. 

Mir. Passwran. You did not ¢ 


CONTRACT TO BE CONTINUED THROUGH INVESTIGATION 


Dr. FivzGeracp. | recommended that the contract be continued until 
an investigation of the status of the contract, the status of the per- 
formance, could be made. 

Mr. Passman. You recommended extension to June 30 4 

Dr. FirzGeraup. Yes. 

Mr. Passman. That is the date of which Iam speaking. You could 
not have suspended it until the investigation had been made / 

Dr. FirzGeratp. We could have suspended it? I do not think that 
would have been a sensible thing to do, an economical thing to do. If 
you suspend the contract, then you immediately have to bring back 
the Oregon State staff who are out in Bangkok now. This would 
have been 

Mr. Passman. Dr. FitzGerald, we are just trying to find out, and I 
certainly know you are a very busy man 
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Dr. FirzGreraup. Lam at your service, Mr. Congressman. 
AVAILABILITY OF AUDIT REPORTS AT TIME OF REVIEW OF CONTRACT 


Mr. Passman. Doctor, we know you are a very fine, patriotic public 
servant; but if you have not read these reports, Audit Report No. 51 
and No. 51a. I do not see how you could have been in a position to have 
recommended anvthine be done, other than that this contract be sus- 
pended and be held in abeyance until you could read the report, and get 
your men in and then give some consideration to extending it. 

Mr. Forp. May I ask a question, Mr. Chairman ¢ 

Mr. Passman. Surely. 

Mr. Forp. When wasthe contract due to expire / 

Dr. FirzGrerarip. April 14, 1960. 

Mr. Forp. When was the report received from the mission urging 
its termination ? 

Dr. FirzGeravp. In December. but I do not have the date in De- 
cember 

Mr. Forp. December of ? 

Dr. FirzGeravp. 1959. 

Mr. Forp. When was the contract to expire / 

Dr. FirzGeravp. 1960. 

Mr. Forp. So there was a period of 4 months, approximately. 

Dr. FirzGerartp. That is correct. 

Mr. Forp. When was the report or recommendation of the mission 
received here # 

Dr. FirzGeratp. Which recommendation 7 

Mr. Forp. That a be allowed to expire. 

Dr. FrrzGerarp. In December. 

Mr. Forp. When was the action taken by you to extend the contract! 

Mr. Wuirer. About the 1st of February. 

Dr. FrrzGrravp. About the 1st of February. I could check my files. 

Mr. Forp. Would you mind supplying the precise dates / 

Dr. FirzGrrarp. I would be delighted to. 

(The information requested follows :) 

Mission recommendation against extension was received by ICA on December 
7, 1959. Washington proposal for extension was communicated on January 15, 
1960. 


EXTENSION OF CONTRACT UNTIL JUNE 30, 1960 


Mr. Forp. For how long did you extend the contract ? 

Dr. FrrzGeratp. We extended the contract until June 30. 

Mr. Forp. June 30, 1960? 

Dr. FirzGeratp. Yes. This is the recommendation we made to 
the mission, which they took up with the Thai Government and the 
Thai Government approved it. 

Mr. Gary. Will the gentleman yield? 

Mr. Forp. I yield. 

Mr. Gary. Then when did you commit a further extension to Sep- 
tember 30, 1960? 

Dr. FirzGreratp. Mr. White tells me, Congressman Gary, that we 
have not agreed as yet to extend the contract until September. We 
have made it as a recommendation to the mission that it be extended, 
but we have not had a reply from the mission, as far as we know. 
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Mr. Wuire. That is right. They are now in process. 

Dr. FrrzGrratp. We do not know yet whether they have discussed 
it with the Thai Government and what view the Thai Government 
has on it. 

Mr. Gary. Let us clear this up now. Mr. Murphy said that a com- 
mitment was made. I assume, Mr. Murphy, you mean that a com- 
mitment was made to Oregon State, provided it was satisfactory to 
the mission. Is that correct? 

Mr. Murrny. That was my understanding, Mr. Gary, in order to 
allow time for this evaluation to be made and the reports studied and 
a final decision made on the report. 


STATUS OF REPORT OF EVALUATION TEAM 


Dr. FirzGreraup. As we see it now, Congressman Gary, we will not 
need the additional time to make a decision on the contract. The evalu- 
ation team has gone out. They have come back. They will have a 
report to us ina few days. We expect it by the middle of this month. 
I hope that before June 30 a decision can be made. Of course, we 
must discuss it with Oregon State. We must discuss it with Govern- 
ment officials in Thailand. 

Mr. Anprews. Will the gentleman yield there? 

Mr. Forp. Go ahead. 


AVAILABILITY OF AUDIT REPORT AT TIME OF REVIEW OF CONTRACT 


Mr. Anprews. Was this audit report available to you at the time 
you reviewed the contract 4 

Dr. FirzGeratp. They are dated May 12, 1959, and June 2, 1959. 

Mr. Anprews. Then you did have access to them. 

Dr. FirzGreratp. They were available in the agency. 

Mr. Anprews. You renewed that contract without reading a very 
blistering report by your own auditors / 

Dr. FrrzGrravp. I did not personally review these two audit re- 
ports; you are right. 

Mr. Anprews. But they were available to you when you renewed 
the contract. It was a hot issue, and you did not take a look to see 
what your own auditors had said about the contract, about the service 
of the college. 

Dr. FirzGrratp. That is correct, sir; I did not review personally 
these reports. 


SAVINGS IF CONTRACT HAD TERMINATED ON APRIL 14 


Mr. Anprews. How much money could you have saved if you had 
let that contract terminate on April 14? 
Dr. FirzGeraup. I ean figure it out for you, sir. 
Mr. Anprews. Supply it for the record, please, sir. 
(The information supplied follows :) 
As of April 14, 1960, some $785,000 had been obligated for the Oregon State 
University contract in Thailand, of which an estimated $733.710 hod been ex- 


pended at that time. Thus, the funds which would have “tie unspent if the 


contract had been allowed to terminate on April 14, 1960, would have been 
$51 BOO. 
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COST TO SEND EVALUATION TEAM TO TILAI 


Mr. Awxprews. How much did it cost you to send that investigating 
team of two technicians over there to evaluate the situation / 

Dr. FrrzGrravp. I will have to submit that for the record. 

Mr. Anprews. Thank you. 

(The information requested follows :) 

The estimated cost of salary, per diem, and transportation for the two-man 


evaluation team which investigated the Oregon State University contract in 
Thailand was $8,800. 


REFERENCE OF AUDIT REPORT ONLY TO COUNTERPART 


Mr. Forp. At the time the decision was made to extend the contract, 
Was any mention made of this report by the auditors! Even though 
you did not read it, was it mentioned ? 

Mr. Tennant. Could I comment on that? This audit report was 


issued in May of 1959. It covered counterpart only. Problems arose 
in connection with the administration of the counterpart by the uni- 
versity locally. As I understand it, corrective action was taken by the 


mission with the Thai Government to get them to take the corrective 
action required by this audit report. I do not know that this is a 
current item to be discussed. We did make, on the administration of 
the dollar side of the contract, some audits, I think one or two audits, 
at Oregon State’s home office in Oregon. I believe there are a few 
minor exceptions, but nothing substantial. I think the audit was 
through June of 1957. 

Mr. Passman. But notwithstanding any information you may have 
had subsequent to these reports, the mission at Bangkok still recom- 
mended that the contract be terminated on April 14. 

Dr. FirzGeratp. The mission at Bangkok so recommended in the 
light of the problem they faced out there. 


REASON FOR EXTENDING CONTRACT 


Mr. Gary. Just why was this extension made, Doctor’ ‘Tell us 
briefly why it was m: ade. 

Dr. FrrzGrratp. This extension was made in order to permit the 
ICA to get an objective evaluation made of the per tends ince under 
this Oregon State contract. That is the only reason it was mace. 

Mr. Gary. To what extent does Oregon State desire to extend the 
contract ¢ 

Mr. Wnuire. I had a discussion with President So who was i 
Washington last week on other business. He called by to see me. 
He had agreed earlier it would be desirable to have an objective evalua- 
tion team go out and review the progress which had been made, and 
make some kind of determination as to what Thailand could do and 
should do regarding the development of that university, what they 
were willing to do and what help, if any, would be needed from the 
United States. President Strand told me he wanted us to be entirely 
objective in our decision when the evaluation team rendered its re- 
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port, and if they had decided that no further U.S. help was needed, 
he would be quite agreeable to this and would understand; or, if the "Vv 
wanted help from another land-grant institution in case is pro- 
eram should be continued, he would be quite agreeable to that and 
would understand. He expressed no interest or desire that the con- 

tract. be continued unless the Government of Thailand and the U.S. 
Government wanted them to do it. He had, I thought, a very objec 

tive point of view, and certainly is an easy person to talk with about 
the contract. 

Mr. Passman. Did you state earlier that Oregon wanted the con- 
tract continued 4 

Mr. Wuire. I stated that Oregon State expressed an interest. 

Mr. Passman. Dr. FitzGerald, is it your understanding they wanted 
it extended ¢ 

Dr. FirzGeraxup. I didn't 

Mr. Gary. That they wanted it extended to June 30 to coimeide 
with their college year, as I recall. 

Mr. Ware. Th: it is correct. Last week he talked about the neces- 
sity of another extension of 90 days because the evaluation report is 
not ready. It may be sometime in June before it is available. It 
will take 2 or 3 months to evacuate the people. Therefore, we are 
faced with the desirability of peekowe extension of 30, 60, or 90 days. 
The desirability of 90 days has been suggested. The mission has 
responded they think well of the suggestion, and are now talking 
it over with the Thailand Government. 

Mr. Passman. They knew when they entered into this contract 6 
vears ago it had an expiration date; did the Vv not ¢ 

Mr. Wire. Its first expiration date was at the end of 30 months. 


PRIOR DISCUSSION OF CONTRACT EXTENSION 


Mr. Passman. All right, let us take April 14. They knew that was 
the expiration date? Should they not have been prepared to terminate 
it at that time and make arrangements to get their personnel back? 

Mr. Wurre. I would like to repeat what I said last evening on this 
point. I think it is important. They knew this very well. E ighteen 
months before April 14, 1960, came around, whic h was the fall of 
1958, they brought up the question of the extension of the contract or 
not. 

Mr. Passman. Oregon State did? 

Mr. Wurre. Oregon State, the mission, the Thai Government, the 
Kasetsart University. Conferences were held here in Washington 
with Oregon State and with the mission representatives, and a draft 
contract was prepared. As late as F ebru: ary 1959, they indicated a 
new contract extension perhaps for 2 or 3 years was a desirable thing 
to carry through. It was not until the summer of 1959 that we first 
learned there was a problem. The problem was presented to us of the 
inability of the director of the university to agree to any extension 
or termination of the contract because of the possible change of the 
university from the Ministry of Agriculture to the Ministry of 
Education. 
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It was with this background that negotiations continued right up 
until the fall months when I believed — State and the mission 
and ourselves, at least, thought the Thai Government was going to 
agree eventually, if they could get clear to make a decision favorable 
to extension of the contract. Seeing the date of April 14 approaching 
increasingly close, it was decided on December 2 or thereabouts that 
final action would have to take place in order to allow evacuation 
of those people by the termination date. At that time or thereabouts, 
the mission director—we learned about it shortly before Christmas, 
and the discussions which we have enumerated took place. 


REASON MISSION WANTED CONTRACT CANCELED 


Mr. Passman. Mr. White, why did the mission in Bangkok want 
the contract canceled ? 

Mr. Wuire. The mission in Bangkok had two views on the contract. 
They wanted the contract extended until the fall months came around, 
and were in process of negotiating a contract. At this time they saw 
the date approaching and the inability of Director Ensey to agree 
to anything. and the difficulties I mentioned last night between Oregon 
State and the mission, which I termed minor difficulties but which 
nevertheless were somewhat irritating at times, I think created an 
atmosphere in which they thought the best thing to do and the only 
thing to do, failing to get any possible agreement with the university, 
was to terminate. That appeared logical. But when it became 
clearer after the first of the year—— 

Mr. Passman. After the mission head came here. 

Mr. Wuirre (continuing). —the Director, Mr. Ensey, could act, Mr. 
Naughten here agreed completely, and with enthusiasm, for this 
evaluation team, contrasted to the views that his mission held in the 
fall months when he saw the time approaching. 

Mr. Passman. Do you handle all termination contracts on this 
basis, when some individual has a desire to extend it, when some 
controversy exists between the two universities and the mission head? 

Mr. Wuire. Any time a contract is extended, it takes the consent of 
the two parties to the contract, also our Government and the govern- 
ment of the country concerned. Those decisions are based upon the 
objective point of view as to what is desirable in connection with the 
objective of the contract. 


WEIGHT TO BE GIVEN RECOMMENDATIONS OF EVALUATION TEAM 


Mr. Gary. This evaluation team will determine whether or not they 
think the program is worth while and whether or not it should be 
continued, is that correct ? 

Mr. Wuire. Yes, sir. The team was to determine the need of col- 
lege education in Thailand, the ability of the Thai Government to 
provide it, what help, if any, was needed from the United States, and 
to evaluate the effectiveness of the contract up to date and make 
recommendations thereon. 

Mr. Passman. If this evaluation team recommended continuation 
of it, would you accept that as more or less a mandate to enter into 
anew contract with the Oregon State College / 

Mr. Wutre. We would not accept it as a mandate at all. 
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Mr. Passman. Are you going to follow their recommendations? 

Mr. Wurre. I do not know what their recommendations will be or 
what logic will be behind it until they submit it, and at that time 
we will have to take it up with the mission, with the Thai Govern- 
ment, and with Oregon State and Kasetsart, and get an evaluation on 
their recommendations. 


FUNDS AVAILABLE TO EXTEND CONTRACT 


Mr, Passman. Have you any money budgeted to continue this con- 
tract beyond the end of this fiscal year / 

Mr. Wurre. I explained in answer to that question last night—— 

Mr. Passman. Do you? 

Mr. Wuire. Yes, there is money in the contract to carry it through 
the period that is proposed to extend it. 

Mr. Passman. But beyond that / 

Mr. Wuirr. Beyond that, there is $785,000 now funded in the con- 
tract. I testified that $654,000 was expended by December 31, 1959. 
We believe there is still enough money in the contract to carry it 
through any reasonable extension of 3 or 4 months. 


INFORMATION REGARDING EVALUATION TEAM 


Mr. Passman. Would you give us this information: (1) the name 
of the party w ho selected the evaluation team. 

Dr. FrrzGrraup. I selected them. 

Mr. Passman. (2) When you selected them. 

Dr. FirzGrratp. We will supply that date. 

Mr. Passman. (5) When they went out; (4) how long they re- 
mained in Bangkok; (5) when they returned to Washington; (6) 
could the committee have a copy of their preliminary report / 

Mr. Wutre. They h: ive not wr itten that yet. 

Mr. Passman. And (7) the total cost. 

(The information follows:) 

1. When was team selected? 

Appointment papers for (a) Dr. P. V. Cardon initiated April 1, 1960; (b) 
Dr. D. W. Colvard initiated March 29, 1960. 

2. When did they go to Thailand? 

(a) The two men left Washington, D.C., April 12, stopped at Corvallis, Oreg 
to consult with Oregon State College officials, and arrived in Bangkok April 17. 

Llow long did they stay in Bangkok ? 

Dr. Cardon was in Bangkok April 17-29; Dr. Colvard was in Bangkok April 
17—May 2. 

+. When did they return to Washington? 

Dr. Cardon arrived Washington May 1; Dr. Colvard has not yet reported back 
to Washington. 

5. Cost of evaluation team. 

The estimate is $8,800. 

Mr. Ruopres. Would you put No. 8 in there: who they are, their 
names 4 

Mr. Passman. Yes. And (9) their backgrounds; and are they 
college people, also ? 

Mr. Gary. That is already in the record, Mr. Chairman. One of 
them is the head of the North Carolina State College. 
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Dr. FrrzGrrawp. He is presently dean of the College of Agriculture 
at North Carolina State. And president-elect at Mississippi State, 
sir. The other one is Vince Cardon. 

Might I make one comment, Mr. Passman? In your summary 
when you introduced the subject, you said we had sent out two peo- 
ple who knew nothing about the program. 


BACKGROUND OF EVALUATORS 


Mr. PassmMan. I do not know how they could know anything about 
the program in Bangkok. They may know agriculture, and they may 
be brilliant, but I do not know how they would have known anything 
about this program in Bangkok until they were employed to go out 
there and check it. They may be the smartest agricultural people i in 
the world, but I do not think they knew much about this. Even you, 
yourself, had not read the report that led up to the recommendation of 
the mission that the contract be terminated. 

Dr. FrrzGerap. One of the gentlemen of this group was Vincent 

Cardon, who was Research Administrator over in the Department of 
i iculture and head of the FAO, among other things. He has spent 
quite a little time in Bangkok, and he knew about this contract. He 
had already discussed the matter in a casual way in Bangkok a year 
earlier. 

Mr. Passman. He expressed a favorable opinion, or an unfavorable 
opinion ? 

Dr. FrrzGrrartp. He expressed no opinion when we contacted him. 

Mr. Passman. At least it had been discussed with him. He knew 
about the controversy before you sent him out. 

Dr. FrrzGeraup. He did. 

Mr. Passman. The record said two impartial people. 

Dr. FrrzGrratp. Mr. Passman, you cannot have it both ways, sir. 
On the one hand, you said this man knew nothing about the program 
and, on the other hand, you said if he knows anything about the pro- 
gram, he is not impartial. 

Mr. Passman. We were told that they were outside people. 

Dr. FirzGrravp. They are. 

Mr. Passman. That you were bringing them in to settle a squabble. 

Dr. FirzGreraup. That is correct. 

Mr. Passman. Now we learn this man had been out in Bangkok, 
and that he knew about the program and had discussed it. 

Dr. FrrzGrratp. He knew about the contract. He knew about the 
activity that Oregon State had at that university. 

Mr. Passman. He was in Bangkok. 

Dr. FirzGeravp. He knew Dean Ensey or Director Ensey. 

Mr. Passaan. He was in Banekok during the period of this con- 
tract ¢ 

Dr. FirzGeravp. He was out about a year or a year and a half ago, 
as I remember. While he was Director of FAO, he was out there. 

Dean Colvard has had a very successful experience with a similar 
contract in Peru. and he has had a ver y succe ssful rel: ationship. He 
has had a very successful effort down there. He has made a very 
sionificant contribution to the program in Peru. So he | ind experi- 
ence in the program in another area. Granted, he did not know any- 
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body in Kasetsart University or anybody in Thailand, but he did have 
experience in our program. 

Mr. Passman. Mr. Ford ? 

Mr. Forp. No questions. 

Mr. Passman. Mr. Andrews ? 


POLICY REGARDING MISSION RECOMMENDATIONS 


Mr. Axprews. Doctor, is it your policy to follow the recommenda- 
tion of the mission chief or to overrule him as you did in this case ¢ 

Dr. FirzGrraup. We do both, sir. 

Mr. Anprews. How many times had you overruled the mission 
chief prior to this occasion ¢ 

Dr. FrrzGeravp. This mission chief, or mission chiefs generally ? 

Mr. ANprews. Mission chiefs in general. 

Dr. FrrzGrravp. | cannot answer that question, sir. We have 60 
of them. What period of time? Are you referring to the last year? 

Mr. Anprews. Let us take the last 12 months. How many did you 
overrule in the last 12 months when they made a specific recommenda- 
tion to you as the mission in Bangkok did ? 

Dr. FirzGrratp. What do you mean by overrule, sir? 

Mr. Anprews. The Bangkok mission requested that this contract 
be terminated. 


Dr. FirzGrravp. They recommended that it be terminated, yes, 
sir, 

Mr. Anprews. And you overruled that recommendation in various 
ways of extending the contract and sending out an investigating team. 

Dr. FrrzGeratp. We recommended that the program be continued 
until we could send out this investigating team, that is correct. 

Mr. Anprews. That in effect overruled the recommendation of the 
mission from Bangkok. Is that correct? 

Dr. FirzGrratp. The mission was under no compulsion, sir, to agree 
to that recommendation. I carefully worded that cable so that it did 
hot put any pressure on the mission to accept our recommendation. 

Mr. Anprews. Let usstick to the facts here, Doctor. 

Dr. FirzGrraup. That isa fact. 

Mr. Anprews. J understand, but you got a recommendation from the 
mission 

Dr. FirzGreratp. That is correct. 

Mr. Anprews. To terminate the contract 

Dr. FrrzGreravtp. That is correct. 

Mr. Anprews. That isa fact. 

Dr. FirzGeraup. That isa fact. 

Mr. Anprews. The further fact is that you overruled that recom 
mendation by not terminating the contract, is that right ? 

Dr. FrrzGrratp. I would not put it that way. You may put it that 
Way if you wish, sit 

Mr. Anprews. That is a fact, is it not ? 

Dr. FrrzGerarp. It isnot a fact. 

Mr. Anxprews. Did not the mission 

Ir. FirzGeratp. We recommended, sir, that the contract be ex- 
Te} ded until this examination could he made. We were not overruling 
the miSsio} director. because { he mission could have come back and said, 
“No, we do not want any review made of this contract. No, we 
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perfectly satisfied that it should be discontinued,” and we would have 
discontinued it. The mission agreed, sir, to this examination. 

Mr. Anprews. Who in the mission / 

Dr. FirzGrravtp. The mission officially agreed in an official com- 
munication from the mission. 

Mr. Anprews. Do you have a copy of that communication ? 

Dr. FirzGeratp. Yes, indeed ; we do. 

Mr. Anprews. Could we put it in the record ? 

Dr. FirzGrratp. Iam not certain we could. It is classified. 

Mr. Passman. What is that which is classified, sir? 

Dr. FirzGreratp. The mission concurrence in our recommendation. 

Mr. Anprews. I would like to have it put in the record. I do not 
know why it should be classified. 

Mr. Passman. On what basis is it classified ? 

Dr. FirzGeraup. It is classified because at this time, while we are 
discussing the matter with the mission, we did not want it to become a 
matter of public property with the Thai. It has a low classification. 
I do not know what it is. 

Mr. Passman. Would you provide each member of the committee 
one of your mimeographed copies ? 

Dr. FirzGrratp. We can certainly see that the committee members 
get a copy of it, if that is what you wish, sir. 

Nore.—The exchange of messages was produced and reviewed by 
mittee at a later date. 

Mr. Anprews. Where is this man Naughten? Where was he at 
the time of the contract and where is he now ? 

Dr. FirzGrratp. I am sorry. I did not get your question. 
Mr. Anprews. Where is this Mr. Naughten / 

Dr. FirzGeratp. Back in Bangkok running the mission. 

Mr. Anprews. I have no further questions. 

Mr. Passman. Mr. Conte? 


the com- 


NO COMMUNICATIONS FROM MEMBERS OF CONGRESS REGARDING 
CONTRACT 


Mr. Contr. Doctor, the reason I asked that you be brought. be- 
fore the committee was because of a very serious charge made here, 
and I did not want to leave it on the record without some explanation 
about this contract extension and one of the reasons was because of 
pressure by the Senate. 

Dr. FirzGeraip. This is not so, sir. T have had no communication 
atall from any Senator or any Congressman. 

Mr. Conrr. How about when the original contract was made 4 

Dr. FrrzGrratp. None. 

Mr. Contr. None at all? 

Mr. Conrr. That is the only question Thave. Thank vou. 

Mr. Passman. There is something just a little bit unusual in a con- 
tract that appears to have accomplished so little. 


SERIOUSNESS OF PROBLEM OF TERMINATING CONTRACT 


this way, then we have some very serious trouble facing us in the 
future. We have about 676 contracts in effect with nonprofit insti- 


There is nothing personal about this, but if you run this entire show 





tul 


cor 


vel 
if 
tra 


ow 
fa 
pe 
ha 
bu 





tutions, university contracts, capital projects, industrial technical 
contracts, involving $347 million. There are 183 contracts with uni- 
versities, according to the information provided by your group, and 
if we are going to have this same trouble in terminating other con- 
tracts, then we have a rough and rugged road to travel. 

What the peculiarities are, each member will have to arrive at his 
own conclusions. We just hope we do not have too many of these 
facing us in the future. As far as I am personally concerned, any 
person who reads this report—and it is regrettable the Doctor did not 
have an opportunity to read it, and to get into all of these things— 
but we understand that 

Dr. FrrzGeratp. Thank you, Mr. Congressman. 

Mr. Passman. It is regretted you did not have the time to read this 
report. 

We believe that we owe a responsibility to the country to try to get 
into these matters, and to find out what they are all about, and in so 
doing, occasionally some toes get stepped on; but I can assure you 
no personal offense is intended. It is a — of finding out the 
reasons bac k of these things. After all, it is the hard-earned tax- 
payers’ money we are either spe nding or he rowing to continue these 
programs. We certainly hope that in the future you will find time 
to go into these matters when they appear to be so very knotty as 
this one. 

We thank you for appearing before the committee. 

Mr. Gary. May Lask this question ? 

There has been considerable controversy about this contract, and 
certainly I can understand the selection of the team for a comprehen- 
sive survey. 

You are going to be strongly influenced by their recommendations, 
but in view of the controversy in this matter, if they should recommend 
an extension of the contract, I hope you will go into their reasons 
for it very thoroughly, because we do have information that some 
people closely connected with the contract feel that it has not been 
successful. 

Dr. FrrzGrravp. I understand that they do. This is going to make 
us de ubly concerned. 

Mr. Gary. I hope that you will scrutinize any recommendations 
contained in the report and go into the reasons that might be advanced 
by the survey team for extending the contract if they do recommend 
extending it. 

Dr. FrrzGeraup. Is there anything specific that you could give us 
on this matter, sir? Is there anything that you could give us that 
would be appropriate ? 

Mr. Gary. We understand they have not sent the best men out 
there to administer the program. There is a good deal in this report 
here, and apparently there has been controversy between the mission 
and those representing the college. 

Dr. FirzGeraup. This is true. 

Mr. Gary. Such a controversy is never good for any program. 


Mr. Passmanx. Would the gentleman yield ¢ 
Mr. Gary. Yes. 
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AUDIT REPORT SUFFICIENT CAUSE FOR INVESTIGATION 


Mr. Passman. It is not our responsibility to be working both sides 
of the street. We have information upon which the majority of the 
members of the committee, if not all of us, are willing to rest our 
case; and I am sure that when you read these audit reports, you will 
conclude that if the committee had no other information, those reports 
in themselves would have justified the examination we have conducted 
on this particular contract. 

An individual cannot be a little dishonest. He is either honest or 
dishonest. When you read of irregularities that you find in these 
two audit reports, I think you will concur that this committee has 
been extremely reasonable, or lenient, as to the kind of examination 
we have conducted. 

I hope that you will have an opportunity to read these reports and 
let us know how you feel personally about the action that they hoped 
you would take. 

If there is nothing else at this time, we shall stand recessed until 7 
o’clock. 

Dr. FrrzGrratp. Could I make one comment on the record? 

Mr. PassMan. You certainly may. 

Dr. FrrzGrraip. I want to say we have, in the past, and we expect 
to continue in the future, to let university contracts and other con- 
tracts lapse and upon occasion to terminate them. This we have done. 

Mr. Passman. I hope that you see fit to amend that “upon occasion 
terminate them.” 

Dr. FrrzGrraLp. You misunderstood me. 

Mr. Passman. Doctor, I am kidding you a little bit. You said 
“occasionally we terminate.” 

Dr. FrrzGrratp. Usually we let them lapse. Usually we do not 
extend them. 

Mr. Passman. I see what you mean. I was applying a different 
meaning. 

Dr. FrrzGeratp. I have been too elliptical with you. 

Mr. Passman. The committee will stand recessed until 7 o’clock. 


NIGHT SESSION 
Mr. Passman. The committee will come to order. 


AUDIT REPORTS ON OREGON STATE CONTRACT 


The last thing we considered was the Oregon State College con- 
tract. We shall insert in the record at this point schedule 50 and 
schedule 51(a), and data at a subsequent date, if it is made available; 
or if there is any further correspondence dealing with the dollar 
part of this, that, too, will be inserted in the record. 

Mr. Murpny. Mr. Chairman, may I plead with you not to do that? 

Mr. Passman. Do what? 

Mr. Murpny. Insert those reports in the record. I make the plea 
on purely professional grounds. 

Mr. Passman. What kind of professional grounds? 
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Mr. Murpny. The internal auditors, when they are doing their 
job, are doing a professional job and they are doing it on the basis 
that itis a 

Mr. Passman. You gave it to another committee; did you not? 

Mr. Murpny. If you will let me finish ? 

Mr. Passman. Goahead. 

Mr. Murreuy. We have no hesitancy whatsoever in sharing the 
audit reports with the committees of Congress that have an interest 
in them, but we would certainly regret to see them published in the 
official record or hearings. 

Mr. Passman. Did we not preface our remarks by asking if there 
was anything classified ? 

Mr. Murreny. This is not on security grounds. 

Mr. Passman. Did the other committee use them? 

Mr. Mureny. They did not print them, Mr. Chairman. I am 
worried about the possible effect on our internal audit program. I 
am worried that perhaps auditors in the future, in the fear that these 
might find their way to the public record, might pull their punches. 
We need the frankness and most candid comments of our auditors that 
we can get. 

Mr. Passman. I might say that this is full of irregularities, and I 
can understand why you would not want them i in the record. 

Mr. Murrny. That is not the reason, Mr. Chairman. 

Mr. Passman. If that is not the reason 

Mr. Murreuy. The reason is we do not want to deter the auditors 
from giving us their full and frank 

Mr. PassmMan. Whose auditors? 

Mr. Murrny. ICA auditors, or any of the internal auditors. If it 
becomes knowledge that these reports may eventually be printed and 
become a part of the public record, I 

Mr. Passman. Have you read these reports? 

Mr. Murruy. No, sir; I have not, but I have read many like them. 
I have the worry 

Mr. Passman. I trust that you never read one like this; if you did, 
you would never — suggested the continuation of the contract. 

Mr. Murreny. I did not suggest the continuation of the contract. 

Mr. Passman. I mean, the agency. I am reasonable, and if the 
gentleman is making a plea that these reports not be inserted in the 
record, they will not ‘be inserted in the record. 

Mr. Murruy. Thank you, Mr. Chairman. 

Mr. Passman. I certainly hope that in the future those who have 
the authority to extend contracts will do so after reading such reports, 
and not authorize extension without reading them. 

I want to be reasonable, and under that policy I cannot believe 
there would be any objection to it, other than the fact that it is shot 
through with holes and irregularities. 

But upon your request, we shall leave the reports out of the record. 
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INTERREGIONAL TECHNICAL COOPERATION 
WITNESSES 


JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING, INTERNATIONAL COOPERATION ADMINISTRATION 

JAMES E. VICTORY, DIRECTOR, OFFICE OF PARTICIPANT TRAINING 

HARRY A. HINDERER, DIRECTOR, OFFICE OF PERSONNEL 

EDWARD RAWSON, ASSISTANT CHIEF, INTERREGIONAL OPERA- 
TIONS STAFF, OFFICE OF ASSISTANT DEPUTY DIRECTOR FOR 
OPERATIONS 

CLAYTON W. McALLISTER, DEPUTY CHIEF, BUDGET DIVISION, 
OFFICE OF THE CONTROLLER 


INTERREGIONAL PROGRAM EXPENSES 
Program summary 


[Dollars in thousands *] 
Fiscal year 1959___-_- canis sonia eles iciechiria tren acess . 19,473 
Estimate, fiscal year 1960 sgh at ae sada ci <. 2 
Proposed, fiscal year 1961_ Se shart = 25, 500 


1 Fiscal year 1959 and fiscal year 1960 covers technical cooperation and defense support; 
and fiscal year 1961 technical coope ration only. Information related to special assistanee 
listed in “Details of program” is included in appropriate regional program totals. 


Detail of program 
yf 


{Dollars in thousands] 


I ear ! il ve t 1 year 
1459 it 1 
BN I cee emenne &, 933 1, 372 4, 740 
Technical consultation and su Ippe 4,121 5, 138 5,92 
Oversea personnel system 2, 828 3, 300 3, 225 
Program support, Department of State 3, 791 4,15 4, 615 
Subtotal_-__- ions sia haweees eraee 19, 673 21, 99 23, 500 
Expenses, inspector general and comptroller a 
Total interregional program expenses : 19, 673 22, O85 23, 500 


Deduct amounts financed from appropriations other than 
technical cooperation 

Special assistamce_.........-- ‘ 4 1K 

Defense support. - 7 








pier tes ep selene we 1 
Balance financed from technical cooperation (non- 
regional ile ebondaniantenatiariete ae . 19, 073 21, 910 23, 500 
1 Refer to tab ‘‘t xpenses, Inspect wr General and Comptroller,”’ in nonregional volume und in ** Other 
programs’’ volume. 
[Dollars in thousands} 
Economic assistance, fiscal year Obliga- Expendi- Unliqui- 
tions ture ited 
Actual, fiscal year 1959____.--- (eaiebeee nc aiakidaeebe Seat aoe 19, 473 17, 420 = ‘ 
Cumulative June 30, 1959__.._--.__- a. : ; 63, 569 56, 965 $6, 604 
Estimate, fiscal year 1960____.._-- ; > 7 sea 21, 985 21, 511 ona 
Cumulative June 30, 1960._.__._- sa ee Res Ws Te 85, 554 78, 476 078 
Estimate, fiscal year 1961 ape ecae a 5 a 23, 500 21, 955 a 
be 





Mr. Passman. The next item will be interregional program ex- 
penses. 

In fiscal year 1959 the program was $19, 473,000. The figure for 
1960 was $21,985,000. 


ee LL LT 





mal 


fisc 


Jul 


eX} 
tul 
the 
we 


of 


h: a 
mi 
re 
a 

de 


Nd 
of 





1975 


Mr. Grant. For fiscal year 1960 the figure is $21,985,000, Mr. Chair- 
man. 

Mr. PassMAN. This is a net increase of $1,515,000 over the previous 
fiscal year. 

What amount do you estimate you will have unliquidated as of 
June 30, 1960? 

Mr. Murrny. $7,078,000. 


STATUS OF OBLIGATIONS 


Mr. Passman. What will be the unobligated figure ? 

Mr. Mureuy. Mr. Chairman, at the present moment we do not 
expect to have any unobligated on June 30 in this account. It may 
turn out, when the year is actually over and we have the final reports, 
there will be some smal] amounts in various allotment accounts, but 
we have no way of predicting that. 

Mr. Passman. It has been several years since I became chairman 
of this subcommittee, and on this item you have had as much as half 
a billion dollars that went by unobligated, and it lapsed. Since we 
have been tightening up, it looks like we are getting it down; and 
maybe we should compliment you for these large deobligations you 
report to the committee, because we are getting it down. Maybe at 
a subsequent date, we shall find you did not need it, and you will 
deobligate it. 

PARTICIPANT SUPPORT 


The first activity under this item is “Participant support,” which 
has a budget allocation of $9,740,000 for 1961. This is an increase 
of $368,000 above the 1960 program and $807,000 above the 1959 
program. i 

What is the total amount of money that is budgeted for “Participant 
training”? 

Mr. Grant. The total amount budgeted for “Participant support” 
is $9,740,000 for fiscal year 1961. 


OVERALL COST OF PARTICIPANTS IN MUTUAL SECURITY PROGRAM 1961 


Mr. Passman. How many participants will this amount of money 
finance ? 

Mr. Grant. Well, sir, in addition to that amount you have the costs 
of participants as shown on the worldwide tables and the total is 
$30,887 .000. 

Mr. Passman. Would this be added to it, or would that include the 
$9,740,000 ? 

Mr. Grant. As I testified to earlier, this would be added to it. 

Mr. Passman. Making a total of ? 

Mr. Grant. $40,627,000. 

Mr. Passman. Are there any other items we have not brought in 
out of “Special assistance,” the “Contingent fund,” or anything else, 
fed mesere ater / 

Mr. Grant. In addition, there are partic ipant costs under the “Spe- 
cial assistance” and under “Defense support. 

Mr. Passman. Is there any way we can put it all together? Can 
you submit it to us so we may put it in the record ? 
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Mr. Rees. We have it right here. 

In addition, “Defense support participant costs” for fiscal year 
1961 in the amount of $2 million ; “Special assistance for participants 
costs” for fiscal year 1961, $318,000. 

Mr. Mourpny. $42,945,000. 

Mr. Passman. Is that all now? What amount did you justify last 
year before the committee ? 

Mr. Murrny. Approximately the same amount. I do not have the 
exact figure but I could look it up, Mr. Chairman. 

Mr. Passman. I think it would be interesting to know whether or 
not you have transferred out of one account into another. 

While you are looking up that total, how many participants will 
this amount of money finance ? 

Mr. Grant. Well, sir, the participant support element of this which 
totals $9,740,000 will pay the interregional expense costs required for 
11,600 participants. 

Mr. Passman. Let us consider what this project has cost to date. 
And, could you project it to completion ? 

Mr. Grant. This is not a single project. As you know, we have, 
in the course of the program review, covered many dozens, and in 
fact, I believe, hundreds of projects in which there are participants. 
Insofar as the technical cooperation program is concerned, the costs 
attributable to the field ape and the projects agreements and the 
projects in the field total $30,887,000. 

In addition, you have he costs that are in the United States for 
such things as language training, orientation, and the like. 


CUMULATIVE COSTS OF INTERREGIONAL PROGRAM 


Mr. Passman. Mr. Grant, could we ascertain the cost of the non- 
regional item we are examining? 

Mr. Ress. The cumulative costs ? 

Mr. Passman. The cumulative costs. 

Mr. Rees. For all of the items in the interregional program ex- 
penses shown on page 243, the cumulative obligations through fiscal 
year 1960 are estimated to be $85,554,000. 

Mr. Passman. Let us add the figures, if you will. Let us get the 
total and then we will get the total of the other item. 

Give us the total on the participants support found on page 244, 
cumulative total on that. 

Mr. Grant. We do not have the cumulative total with us. 

Mr. Passman. You have a 1961 item alone here of $9,740,000, and 
could you get the cumulative figures? 

Mr. Grant. We have the figures for the 2 prior years. 

Mr. Passman. Let us get the 2 prior years. 

Mr. Grant. For fiscal year 1960, the figure is $9,372,000. That is 
the estimate for 1960; and the actual for 1959 is $8,933,000. 

Mr. Passman. On that item alone, participant support, interre- 
gional, it amounts to how much? 

Mr. Grant. $28,045,000 for the 3 years listed. 

Mr. Passman. Let us try to get the information on the other items 
for the total of $40,945,000. 

Mr. Grant. We will try to get this for insertion in the record. 
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(The information follows :) 


Participant training costs 


[Dollars in thousands] 


























Estimated 
Fiscal year . . 
Program 1959 | 
Fiscal year Fiscal year 1959-61 
1960 1961 
Country programs: | 
TT OGDEIOR: GOOTMIOLION. .. onccccasscescccensus 23, 924 28, 629 30, 887 | 83, 440 
PRS BEN oS ide codoomanhabaaes 1, 644 | 2, 303 2,000 | 5, 947 
RAGIN OMEIOIIOR 6 oo ciss ccc casenesnenanns 279 308 318 | 905 
Participant support (from inter-regional ex- | 
DEIREG) < c vcnvancdaccodsanceuspabhvesdqgusweucs 8, 933 9, 372 9, 740 | 28, 045 
AI ee eh NI | 34, 780 | 40, 612 | 42, 945 118, 337 
FUNCTIONAL SUMMARY BY AGENCY 


Mr. Passman. What Federal agencies will receive what portion of 


this $9.7 million ? 


We might insert page 244, and that might save some trouble, if that 


is satisfactory. 
Mr. Grant. Yes, sir. 
(The page referred to follows :) 


ar 1961 














Functional summary by agency, fiscal ye 
Technical 
Participant | consulta- 
support tion and 
support 
Department of Agriculture. .........-.-.-- $1, 337, 000 $375, 100 | 
Department of Commerce_.......-..-.---- 221, 600 342, 900 
Department of Defense._...........-...--- Sg AMOD Weacssgsa sc cecierceecace 
Federal Aviation Agency................-- 355, 600 118, 400 
Farm Credit Administration.............- 37, 000 3, 000 
Federal Communications Commission..._- BOGE Sssccccsceuun 
Department of Health, Education, and 
I a a 705, 000 140, 000 
Housing and Home Finance Agency--.-_-- 118, 000 62, 000 
Department of Interior.........-...<.<.««-- 174, 100 110, 900 
Department of Labor...................-.. 1, 003, 800 | 126, 200 
Treasury Department.............<.«.-... TO an 
Tennessee Valley Authority_....-...-.-.-- SN Bo ca asiemiecce ss 
Department of State..............-...... xe OY | 
International Cooperation Administration.| 5,348,400 | 4, 641, 500 
a 9, 740, 000 5, 920, 000 





Oversea 
personnel 
program 
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ainsi Spon 
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| 3, 225, 000 | 4, 615,000 | 23, 500, 000 


Program 

support, 

Depart- 

ment of 
State 

| 


Total 





$4, 615, 000 


Be et COO Ft mmnaeee 





Mr. Passman. There is nothing classified on this page? 
Mr. Grant. No, sir; nothing classified in these books, not in the 


technical cooperation books. 


$1, 712, 100 
564, 500 

2, 500 

474, 000 
40, 000 

60, 000 


845, 000 
180, 000 
285, 000 

1, 130, 000 
20, 000 

14, 000 

4, 958, 000 
13, 214, 900 


Mr. Passman. You had some classified items there last year. 
Mr. Murpuy. We made a deliberate effort to make the technical 


cooperation books completely unclassified. 


Mr. Passman. I do recall some classified items last year, at least one. 


Mr. Murruy. Yes, sir. 
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AVERAGE COST TO FINANCE PARTICIPANT 


Mr. Passman. What is the average cost to finance one participant, 
and what would the item include ? 

Would you like to insert that information in the record ? 

Mr. Grant. Yes, sir. 

Mr. Passman. What we want, if you will, is to take the average 
cost to finance one participant, including such items as per diem, 
travel, or any other expenses pertaining to that. If you insert that 
in the record, that will save some time. 

(The information follows :) 


Cost oF AN INDIVIDUAL PARTICIPANT 
The estimated average costs in fiscal year 1961 of an individual noncontract 


participant under the technical cooperation program can be arrived at as 
follows: 


Item Total cost | Number of | Average 
| participants | cost 
peace enact = ie — eet 
Direct costs es ae ae bh : --| $30,887,000 | 8, 624 | $3, 581 
Indirect costs.___- BT a a zi , ae 9, 740, 000 11, 579 | 841 
, 1 | | ‘ 
rotal estimated average san | 4, 422 


OVERALL COST OF PARTICIPANTS IN MUTUAL SECURITY PROGRAM 1961 


Mr. Murpry. In response to your earlier question, Mr. Chairman, 
I checked last vear ’s record and I find that the heure Was ap proxi- 
mately the same. 

Mr. Passman. What figure ? 

Mr. Murruy. The figure for participants. There is one added fac- 
tor that was mentioned last year that has not been mentioned this 
year, and that is that a portion of the contract costs under technical 
cooperation is for participant training. 

Mr. Passman. That would be added to the earlier figure ? 

Mr. Mcreny. That would be added and that would make it —— 
$52 million, compared to just over the S49 million mark for last yea 

Mr. Passman. That makes the total $51,400,000 for this Me 


PATRICIPANT ARRIVALS IN UNITED STATES AND THIRD COUNTRY TRAINING 


Mr. Passman. How many participants are to come to the United 
States, and how many will receive third-country training, out of the 
appropriation request this year? 

Mr. Gran. Sir, we expect 7,855 arrivals in the United States in 
fiscal year 1961. 

Mr. Passman. That is, if you get the money you are requesting ¢ 

Mr. Granr. And 1,303 will be going to third countries in fiscal 
year— 

Mr. Passman. How many? 

Mr. Gran. 1,505. 

Mr. Passman. How successful has that been, sending these par- 
ticipants to a third country? Could we get a bit of information as 
to what countries you are sending them, and whether or not we are 
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sending our own technicians to the countries to train them ¢ I think 
that was brought up this morning, that we send technicians to a 
country to train these technicians. so that when the participants 
arrive from some recipient country and go to a third country, they 
will be well enough trained to train those we sent. Is that not rather 
complicated / 

Mr. Grant. No, sir: on this I would say that in many ways this 
has been an extremely useful program because it has permitted us to 
train foreign technicians in a context which is more closely related 
to that of their own country. It has also permitted us to do this at 
a substantially less cost in many cases than bringing them to the 
United States. 

Mr. Passman. Why would you not, Mr. Grant, train them in their 
own country’ You send them to another country on account of lan- 
euage; and if we had an opportunity to go into that, we might find 
that we have people in that third country training people so that they 
will be prepared to train the people we send from some other country. 
Why could you not train them in the country in which they are 
domiciled ? 

Mr. Grant. Let me handle this in two separate parts, sir. 

A most notable example of third country training, which is pro- 
viding both good training and at an excellent cost figure, is the 
American U niversity at Beirut. There are m: inv advantages to send- 
ing a man from, let us sav, Pakistan to Beirut, where the appropr iate 
courses are offered, rather than sending him all the way to the United 
States with the greater expenses involved. 

Secondly, on vour question of training people in one country and 
then bringing others to that country, I think one ex: imple here is in 
the field of public administration in the Philippines where a Public 
Administration Institute was set up totrain Filipinos. This was very 
successful and subsequently it was expanded to permit us to bring 
trainees from other countries in Asia to the Philippines, thereby 
saving very substantially on the cost of our hay ing to send technicians 
to those countries to train them in those countries, or countrvw vide, to 
bring them to the United States for training. 

Mr. Passo in. Do these participants know that thev are the recipl- 
ents of U.S. aid. when vou send them to third countries / 

Mr. Granr. Very definitely, sir. They know who is fin: ancing them 
and this, in fact. has. I think, se eee our foreign policy interests very 

favor: al ly because it has moved technici ans W ithin a reoion sO they 


have votten to know better fellow technicians in a reoion, 


AMERICAN UNIVERSITY AT BEIRUT 


Mr. Passman. IT should lke to talk about the American University 
ut Beirut, Which is hohnsectarlanh, nonpolitical, anda nonpartisan insti 
tution. 

As | mentioned earlier, the board is composed of Jews, Catholhes 
and Protestants, alike. I think vou have students there from 41 
hations. and it is one of the fir est. of universities. 

\\ nV would Vou not take even Fille E advantage oft 
offered to you out there ? 
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Mr. Grant. I think we are taking quite full advantage of the Amer- 
‘an University at Beirut. There are a variety of reasons why some 
a -hnicians will go, let us say, to Beirut and others to the United States, 

First of all, as fine a university as AUB is, it does not teach all 
of the courses we desire to have people trained in. 

Mr. Passman. You have 665 students for fiscal 1960; do you not? 

Mr. Grant. I believe that is the figure. 

Mr. Passman. I am sure that you have had an opportunity to 
check, shall we say, the creditability of the university. 

Mr. Grant. I think you will find it very excellent. 

Mr. Passman. I have no interest in the university other than it is 
the only university I know of in that part of the world which is 
American. I do not know what the connection may be, but you say 
the American University of Beirut ; do you not? 

Mr. Murpny. That is right. 

Mr. Passman. It is my understanding that they have an excellent 
medical school there; is that true? 

Mr. Murrnuy. Yes, sir; they do. 

Mr. Passman. They are working to try to enlarge that medical 
school. 

Mr. Murreny. You are under a very correct impression, Mr. 
Chairman. 

Mr. Passman. It seems if they can finally build this medical school 
and equip it, that the Rockefeller Foundation would provide an an- 
nual grant; is that your understanding, too? 

Mr. Mourrny. Yes, sir. 

I have heard that and I think that is correct. 

Mr. Passman. If it is what it is recommended to be, and I do not 
doubt that it is, and since this is a continuing and an expanding pro- 
gram, and as people who are in this higher- learning category want 
to be exposed to America and our standards, and its environment, if 
vou could give them the complete course in the medical school, it would 
appear to me it would be one of the finest things for which we could 
possibly spend money. 

I want to be clear in the statement I make. I do so only on the 
basis that your understanding is the same as mine about the university 
and how it operates. I hope, if the opportunity presents itself, you 
will give some thought to trying to help these people enlarge upon 
that medical school, inasmuch as we have expenditures in various 
categories similar to that in other places. I hope if you have not 
e ad an opportunity to do so, you will. 

How much money is budgeted for training of grantees financed 
by the United Nations? 

But, first, did I have a response that you would go into it, speaking 
of the university ? 

Mr. Murpuy. We are aware of the plans, Mr. Chairman, and, to 
some extent, of their problems. They do have a real problem of 
financing and they are participating in the program for aid to Amer- 
ican schools abroad. I believe that this year they received a grant 
under that program of special assistance, something in excess of $2 
million which, in consideration of the size of the program, was a very 
substantial percentage. 
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Mr. Passman. Please understand that my interest in the American 
University at Beirut is an interest in this program. I would not 
want you to give them 15 cents, unless there is merit behind whatever 
the board of directors may submit for your consideration. 

If they do have a fine medical school, and it needs to be enlarged, 
and they can justify it, and it meets the criteria of ICA, I hope it 
will be given the proper consideration. 

Mr. Mureny. I am sure it will be given very serious consideration. 

Mr. Passman. That is all I wanted. 


COST OF HANDLING U.N. TRAINEES 


Mr. Grant. Sir, I do not have an exact estimate of the cost of han- 
dling of the U.N. trainees within the United States. The costs for 
these are included within the overall contract figures that we have for 
the different Federal agencies for preparing programs for partici- 
pants. 

Mr. Passman. Would you know how many they planned to train ? 

Mr. Grant. I do not, no, sir. My understanding is that in prior 
years the cost of the services performed by these agencies has aver- 
aged about $200,000 a year and is a service similar to that provided 
by every country to which U.N. trainees go. 

Mr. Passman. That is in addition to our contribution to the U.N. 
program { 

Mr. Grant. Yes, sir; and as I mentioned just a moment ago, this 
is standard practice in every country to which trainees are sent. 

Mr. Passman. How can you ever possibly get things so compli- 
cated as you have got this program? We find “all the w ay down the 
line as we go along | here, we figure our contribution to the U.N. stands 
on its own feet. ‘Then we get further into it. We find out we are 
making a contribution through this program that is not in U.N. I 
just do not know how you have ever arrived at a formula so compli- 
cated. 

Mr. Grant. Off the record, sir. 

(Discussion off the record. ) 

Mr. Passman. When you get ready to indicate that you do not 
have all the answers to this program, you go off the record, and smile; 
and the very things that would create » a bond of confidence between 
the two sides of the table is off the rec ord, and not in the record, but 
anyway, itis off the record. We shall move along. 

Mr. Grant. Mr. Chairman, I am frank to admit that I do not have 
detailed knowledge of all the programs that are before us. 

Mr. Passman. You said it a little differently but that is all right. 
We shall accept that for the record. 


NEW POSITIONS REQUESTED FOR PARTICIPANT TRAINING 


How many new positions are requested for this activity, Mr. 
Grant ? 

Mr. McAuuister. For participant training activity ? 

Mr. Passman. Yes. 

_Mr. McAuusrer. For participant training activities, 15 new posi- 
tions. 
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TreCHUNICAL CONSULTANTS AND SUPPORT 


Mr. Passman. The second activity under interregional expenses is 
technical consult ation and support, for which $5,920,000 is requested, 
an increase of $782,000 above fiscal year 1960 and $1,799,000 above 
fiscal year 19: 59. 

What is the total number of personnel financed from this activity! 

Mr. McAtuisrer. During the current year, sir, we have 226 per- 
sonnel authorized under this activity. It will increase by 28 to 254 
in fiscal year 1961. 

Mr. Passwan. Would you give us just a little background on this 
activity and what the expenses of technical consultation and support 
are ? 

Mr. Grant. Well, sir, it is through this particular category that we 
provide a wide range of bac kstopping to our technicians overseas in- 
volving such things as providing answers to technical inquiries and 
helping the preparations of plans for specific projects, preparing 
publications, and other information and demonstrational materials, 
and the like. 

It is, for example, in this category that, if I recollect correctly, when 
in Indonesia sometime back they ane for information on how to 
set up a tire recapping plant, it was possible to tap our bac -kstopping 
services here to provide this in written form and the tire recapping 
plant. was established in Indonesia on the basis of this information. 

Mr. Passman. Do you take the expenses and train these people you 
are going to send out prior to their departure for their assignment to 
the foreign country ¢ 

Mr. Grant. No,sir. This is not the category for that. 

Mr. Passman. Is this just for publications and literature which 
may be mailed to these people from whom you receive an inquiry for 
information in the different fields, such as the recapping ? 


ENGINEERING SERVICES 


Mr. Grant. In addition, under this, ICA also provides certain back:- 
stopping engineering services to our people in the field. 

Mr. Passman. Yes; but specifically this $5,920,000 relates to what 
people? What people receive this training, and how do you spend 
this $5,920,000? Could you give us a little more detail? You men- 
tioned a recapping plant. in Indonesia, and some bulletins. That does 
not necessarily explain away $5,920,000. This is an increase of $1, 

799,000 for fiseal vear 1961. Could you give us just a bit more in- 
formation on this? 

Mr. Grant. Yes, sir. One supporting service, for example, is an 
open-end engineering service contract. 

Mr. Passwan. What do you mean by open end service contract! 

Mr. Grant. Under which we ean place task orders as we want par- 

ticular advi sory services as needed to determine the economic sound: 
ness and technical feasibility of engineering projects, irrigation, land 
reclamation seniinalle ‘ manufacturing and processing plants, and 
similar projects. 

Mr. Pisces \N. Let’s just take this one 

Mr. Grant. Sir, this is a contract with Tudor Engen 
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This is to permit us to, when we get specific requests for short-term 
engineering advisory services, to call on those services quickly. Other- 
wise, ICA would have to ro act separately for each individual 
request or employ on its staff a variety of engineering specialists 
required for these surveys if a services were not available through 
the contract. 

Mr. Passman. Would it help the committee to know the cost of the 
contract for the open-end engineers, with the Tudor Engineering 
Service? Do you have the cost of that contract ? 

Mr. Gran. Yes, sir. The estimated cost in 1960 is $311,000 and 
the proposed cost in fiscal year 1961 is $290,000. 

Mr. Passman. Do you havea contract with them ? 

Mr. Grant. Yes, sir. 

Mr. Passman. They get theirs out of this item of $5,920,000 ? 

Mr. Grant. They receive their reimbursement. from this category 
of technical consultation support. 

Mr. Passman. How many individuals are employed in this con- 
tract, the open-end engineering with the Tudor Engineering Service ? 

Mr. Grant. The personnel of this contractor that work for us per- 
form primarily on the basis of specific task orders which are generally 
of ashort-term nature. 

I might give you one example of how this particular contract worked. 

When I was in Ceylon the Ceylonese requested that we provide the 
financing for a preliminary economic and technical feasibility survey 
for a hydroelectric project and the total cost of this survey, if I 
recollect correctly, would have been somewhere in the nature of half a 
million dollars. 

We did not have competent people in the misison qualified to fully 
review whether or not there was enough likelihood of this proposal 
making sense to invest a half million dollars for preliminary economic 
and technical feasibility surveys so upon our request W ashington pro 
vided the services of a civil engineer and a geologist, who came out for 
a period of a month. 

Mr. Passman. How long have you had the contract with this Tudor 
Engineering Service / 

Mr. Grant. It has been in existence for some years, sir, since 1956. 

Mr. Passman. Where is the firm located ? 

Mr. Grant. It is located, its head offices are in San Francisco. Sir, 
I might finish with this example because T think it gives vou a good 
illustration. These men came out and on the basis of their findings, 
we were 1n a position to draw up the scope of wo rk and to O nhead 
with the pro} ect agreement prov idinge fora pre limin: ny econ iomic and 
technical feasibility survey of this magnitude. 

Mr. Passwran. If vou ever get where you understand this let us 
ineet again, because after all that you have said, T believe T know 
l@SS about it than ] clic when | started. I thous olt when vou had 
technicians and they went out, they were trained to do the job. 


HAND-OPERATED WASITING MACTIINES 


How muel money Wis spent O}) develop} oO the mina operated 
ishing machine. and what are you doing vi ith it ? | 

Viv. Granr. Sir, my understanding 

Mir. Passaran. And is that on a contract basis? 
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Mr. Grant. My understanding is that this particular prototype was 
developed in the first instance without cost to the U.S. Government. 

Mr. PassmMan. We want to know what it cost Uncle Sam. It says 
here: 

A simple hand-operated washing machine is another item adaptable to wide 
use which is being promoted. 

Mr. Grant. After the original creation of the idea about $5,000 was 
spent in sending prototypes to different missions upon their request 
and for further ‘development by nationals in those countries. 


COST OF RESEARCH AND DEVELOPMENT 


Mr. Passman. How much money have you allocated to research and 
development in 1960? 

Mr. Grant. Approximately a million dollars, sir. 

Mr. Passman. What do you contemplate you will obligate for 1961? 

Mr. Grant. Excuse me, sir. That is the proposed figure for 1961. 

Mr. Passman. How about 1960? 

Mr. Grant. We have no directly comparable figure for 1960, sir. 

Mr. Passman. Did you have this program in 1960 7 

Mr. Grant. Not on as full a basis as is proposed here. 

Mr. Passman. It is growing? 

Mr. Grant. Yes, sir. 

Mr. Passman. Coming into a nice little program of its own, to 
where it will be able to be distinguished in future years, from where 
it has been mixed up in the past ? 

Mr. Grant. Yes, sir, it will be a required and separate program in 
the future. 

PILOT CENTERS FOR GENERAL RESEARCH 


Mr. Passman. Would you give us a brief statement on these pro- 
posed pilot centers for general research, development and training in 
the general economic dey elopment field, and specific activities in par- 
ticular technical fields ? 

Mr. Grant. Well, sir, this, if I understand your question, relates 
to the question you asked before about research and development 
and 

Mr. Passman. I was asking it in three parts. First, we were trying 
to establish the cost ; then we wanted a brief statement. on the proposed 
pilot centers for general research, development and training in the 
general economic development field, and specific activities in particular 
technical fields. The first. question deals with costs, this one deals with 
actually what they do. 





ATTEMPT TO SYNTHESIZE EXPERIENCE 


Mr. Grant. Well, sir, the proposal is to attempt to synthesize our 
experience in the various technical fields so that our technicians in 
the future can take advantage of the experience that other technicians 
have had in various countries in following and developing similar 
types of programs. 

Mr. Passman. Could this lead to additional contracts with the in- 
stitutions, universities, and colleges ? 

Mr. Grant. Yes, sir. 
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Mr. Passman. At what cost? 

Mr. Grant. The total cost for this, sir, is approximately $1 million. 

Mr. Passman. But if it leads into additional contracts it could be- 
come very much more expensive; could it not? 

Mr. Grant. Well, sir, our proposal is that this would be tried out 
in two fields in fiscal year 1961. 

Mr. Passman. In what fields will they be? 


HEALTH AND EDUCATION RESEARCH 


Mr. Grant. In the fields of health and education. 

Mr. PassMan. We have got this thing scattered all over the world, 
and in every money request. 

Can’t you possibly get along on the activities you now have, without 
coming in with a lot of extremely technical stuff for which you do not 
know the cost? You have had it plowed in with other appropriations 
prior to this year. Now you are breaking out into millions. This 
could lead into additional contracts with universities, colleges, and 
training institutions. It could be very expensive, could it not, Mr. 
Grant ? 

Mr. Grant. Well, sir, I think that any program of this sort. needs 
to engage in operational research. 

In the field of health, for example, the United States is working 
in countries where the total per capita income is less than the amount 
that we in the United States spend on health alone. 

Mr. PassMan. You can get a pretty good doctor in some of these 
nations for about 50 cents or a dollar American money; can you not? 

We are not going to get started off on that discussion again, about 
the gross national product and the per capita income, because their 
standards are different, and their pricing system and unit cost is dif- 
ferent. Am I correct there? 

Mr. Grant. Sir, in the numerous underdeveloped countries I have 
been in I have yet to see anyplace where you can get a high quality 
doctor for 50 cents. 

Mr, PassMan. It may cost 75 cents; but I have a pair of cuff links 
that cost. me $28 in Thailand, and they are set with star rubies, and 
a jeweler here offered me $150 for them. You can buy some pretty 
good neckties in Bangkok for 25 cents. If you were to apply the 

une pricings to the finished product in these countries that you 
apply in this country, then the gross national product might be 10 
or 15 times higher than what you indicate in these books. 

Mr. Grant. When I was in Ceylon and India the cost of an office 
call on a reputable Indian or Ceylonese doctor, the ones that I at- 
tended, averaged $5 per call. 

The problem in these countries is how do you get medical care and 
health down to the great mass of the population. It is clear that the 
family that is earning $200 a year cannot receive the same quality of 
care that we receive in the United States. 


OversEA PERSONNEL PROGRAM 


Mr. Passman. The third activity under interregional expenses is 
the oversea personnel program, for which $3,225, 000 is requested. 
Where is the summary of obligations by object class table for this 
program ? 
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We are looking for it in the justifications and we do not find it. 
Mr. McAuuistrer. Page 14 of the supplementary material furnished 
to the committee. 

Mr. Passman. Let’s look in the justifications. That is what we 
have been using. If it is in the coh ment we will get to that. Is it 
in your justifications? 

Mr. Grant. If you will turn to pages 249 and 250, sir, it is set out 
on those two pages. 

Mr. Passman. Where is this summary of obligations by object class 
table for this program ¢ 

Mr. Grant. It is not set out in the presentation book, sir. 

Mr. Passman. That is quite a large item; is it not? 

Mr. Rees. None of these five items in this category have this year 
or in prior years had the summary by object class in the presentation 
book. 

Mr. coreg Should we not have that? You are dealing with a 
lot of money. I do not think you should get it on face, or just the 
exchange of questi ions and answers across the table. 

Mr. Rees. The presentation is in a different form, attempting to 
indicate the categories, objectives, and purposes rather than the—— 

Mr. PassmMan. Objectives and purposes, but I think we established 
already that you have 1.500 projects and thousands of subprojects, and 
now we get into something here. You list this by objectives rather 
than what you are getting for your money: do you not ? 

Mr. Rees. As in the country program as well. 

Mr. Passman. You are dealing with a lot of money. I think we 
ought to have a little bit more information than what vou have given 
us here. You do not have it ? 

Mr. McAtuistrer. Yes, sir. We have that available, Mr. Chairman, 
in the supplementary material which was furnished. 

I believe you have a copy of this supplementary material, s 

On page 14 

Mr. Passman. It is not in the justification books. We shall take 
vour word. What is it ? 

Mr. Mcrrny. He will read it out, Mr. Chairman. 

Mr. McALuister. The oversea personne] program for fiscal year 
1961, for personal services, the costs will be $1,478,000; for travel, 
SOS0.000, 


INCREASE FOR TRAVEL 


Mr. Passman. Isthat travel abroad ? 

Mr. McAuuisrer. That is travel aboard, sir, and in this country. 
It isa mixture of domestic and foreion travel. 

Mr. Passman. Our alert clerk has now brought to my attention 
another little book here, and he indicates that in 1959 vou had $414,353; 
in 1960 it jumped to S620,000, and vou are going to jump it up to 
S650.000 in 1961. 

Mr. McAuutsrer. That is correct, sir. 

Mr. Passman. As we go along, what is the justification for 


- i mMecreas 
Ing that / 


As there is nothing’ in your justification hook on that. we shall insert 
In the record page 14 of the mutual security program, International 
Cooperation Administration. interregional program expel 
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Ifow shall we identify this document ? 
Mr. Murruy. Supplementary material. 


SUMMARY OF OBLIGATIONS BY OBJECT CLASS 


Mr. Passman. We shall insert that. 
(The document follows :) 


Oversea personnel program 


Actual, 1959 | Estimate, 1960 Estimate, 1961 
Description 


Number | Amount | Number |} Amount | Number | Amount 





Recruitment complement........---.-..-- | 30 $287, 727 20 | $177, 880 20 $182, 960 
Reassignment complement... “ 20 1S8, 696 30 266, 820 35 318, 430 
Medical complement OE aah ree gy 90, 27% 16 142, 304 20 181, 960 
raining complement-- eh aiane - 236 2, 119, 169 194 1,725, 441 190 | 1,732, 180 
a eS ee ei 205 2, 685, 865 260 |2, 312, 445 265 | 2, 415, 530 
Permanent positions.......-- i tl 205 2, 685, 865 260 |2, 312, 445 265 | 2,415, 530 
leduct lapses..- Satnaeianeieg ‘ - 182.1 |1, 666, 341 


105 933, 445 107 975, 530 
Net permanent positions (average 
employment) - ees ie nd 112.9 |1,019, 524 155 |1,379, 000 158 | 1,440,000 
Other personal services: 


Regular pas ibove 52-week base ___- ss 3, 936 : 11, 000 : > a 6, 000 
Living and quarters allowance as Bes 97, 811 : , A OT he oe Ee 16, 000 
Education allowance-- ‘ ; 2, 32 Sa eae 3, 000 2, 000 
tlome service transfer and temporary 
lodging allowances ica aea lunes 5, 701 weal 7, 200 oa 4, 000 
Additional pay for service abroad_- . 18, 101 22, 800 10, 000 
lotal personal services..........-- 112.9 |1,077, 394 155 |1, 457,000 158 | 1,478,000 
Bg EE at ..-|1,077, 394 ----~--| 1, 457, OO ea 1, 478, 000 
2 Travel . oe ‘ seats 414, 353 eon 620, 000 = | 650, 000 
3 Transportation of things ‘ a -_ Be eh ; Oh oe 60, 000 
5 Rents and utility services Na 3, 909 5, 000 5, 000 
7 Other contractual services. awewsws the Oe eae ‘ 564, OOF See 437, 500 
Services performed by other agen- | 
cles watts a 142, 330 489. 000 , 494, 000 
S.. Sumlins Gd Meters. 65 conc cnccacscclosaauseuaalunea = “ 5, OOO a 5, 000 
+ Equipment ee - . e 7, 000 5, 000 
Grants, subsidies and contributions 4 ‘ ‘ cana aly heen 
, Contribution to retirement fund F 63, 611 eae 87, 000 Se 90, 000 
5 Taxes and assessments ei aeabaa z th ae Lem 500 
ee UR | ee ----|2, 828, 033 3, 300, 000 |___- ..| 3, 225,000 


LANGUAGE TRAINING PROGRAM 


Mr. Passman. How much money are you spending on language 
training for fiscal year 1960, and what amount are you requesting 
for 1961 # 

Mr. McAuuister. Sir, our estimate for language training in 1961 
by the Foreign Service Institute is $481,000. 

Mr. Passman. Where is that Institute located 4 

Mr. McAuuister. It is located in the Department of State in Arling- 
ton Towers, sir. 

Mr. Passman. It isin what? 

Mr. McAuuisrer. In the Arlington Towers Apartment Building in 
Virginia. The Foreign Service Institute is part of the Department 
of State. 

Mr. Passman. Who owns or controls it ? 

Mr. McAuuisrer. The Department of State, of course, sir. It pays 
the rent. 
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Mr. Passman. You tell me as though I should know all about it. 
Mr. McAuuisrer. No, sir. 
Mr. Passman. Are you setting up training institutions within the 
program now so you can draw off from the program to pay some other 
program ¢ 

Mr. Murrny. This is the Department of State’s regular Foreign 
Service Institute, Mr. Chairman, and ICA uses their services. 


PAYMENTS TO FOREIGN SERVICE INSTITUTE 


Mr. Passman. To whom are we paying the $481,000 ? 

Mr. Murpuy. To the Foreign Service Institute of the Department 
of State. 

Mr. Passman. Whoare they ? 

Mr. Mourpny. They are part of the Department of State. They 
train foreign service officers on languages. They have their own lan- 
guage institute. 

Mr. Passman. They have their own faculty ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. The Department of State? 

Mr. Murpuy. Yes, sir. ICA avails itself of its services on a con- 
tract basis. 

Mr. Passman. What isthe 1960 cost ? 

Mr. McAtuister. $476,000 is our estimate, sir. 

Mr. Passman. Is this the total cost you have paid to this interdepart- 
ment institution ? 

Mr. McAtuisrer. This is the total amount, sir, that we plan from 
the interregional program funds for language training. 

Mr. Passaan. Then did you pay them out of any ‘other appropria- 
tion request ? 

Mr. McAtuister. Yes, sir. We paid from the administrative ex- 
penses appropriation, on which we have testified before, a propor- 
tion 

Mr. Passman. Let’s testify again. How much? 

Mr. Murrpny. This is the division, Mr. Chairman, between admin- 
istrative and program personnel. 

Program personnel are paid from TC funds, administrative person- 
nel have to be paid from the administrative expenses. 

Mr. Passman. How many different accounts, or appropriation re- 
quests, are you paying into this institution ? 

Mr. Murpny. I believe just the two. 

Mr. McA.uister. Two, sir. 

Mr. Passman. And the total ? 

Mr. Murruy. One for administrative personnel, one for program 
personnel. 

Mr. Passman. How long has this institution been in operation ? 

Mr. Mcurpny. A good many years, Mr. Chairman. 

Mr. Passman. What has been the total amount we have paid to 
them ? 

Mr. Murrny. We would have to get that for you, Mr. Chairman. 
This Institute was in existence when I first went in the Department 
of State back in 1946. 

Mr. Passman. What is the tuition ? 


Mr. McAuuister. Mr. Chairman, I do not believe there is any set 
tuition. 
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NUMBER OF STUDENTS 


Mr. Passman. Let us break it down. How many did you train in 
1960? 

Mr. Murrny. Isthis by the hour? 

Mr. McA.uister. By the hour and it includes the cost of rent, sup- 
plies, equipment, tutors, instructors. They put together all costs, and 
pro rate, or charge these costs off to the various agencies who are send- 
ing people to the Foreign Service Institute. 

Mr. PassMan. You have already given us the amount. 

Give us the number of students, and then we can figure out how much 
it is costing per student. 

Mr. Hinperer. For 1960 there will be approximately 146 students 
at the Foreign Service Institute. 


LENGTH OF TRAINING 


Mr. Passman. How long does the training require ? 

Mr. Hinperer. Approximately 16 weeks each. 

Mr. Passman. That is a third of a year. 

Let’s see how much that cost per student. 

Mr. Hinperer. Mr. Chairman, I wonder if I might elaborate on 
that ? 

Mr. PassmMan. Certainly. 

Mr. Hinperer. Overseas the Foreign Service Institute also provides 
language training for our people and that amount was included in the 
figure that Mr. McAllister gave. During 1960 there will be 221 people 
in Oversea missions receiving intensive training in language. 

Mr. Passman. To be paid out of this item ? 

Mr. Hinperer. That is right. 

Mr. Murpny. That makes a total of 367 ? 

Mr. Passman. Do you actually know the length of the course, or 
does it vary ? 

Mr. Hinperer. In Washington they are all 16-week courses. 

Mr. Passman. How about overseas / 

Mr. Hinperer. Overseas they do vary, depending on the mission, 
the difficulty of the language and that type of thing. 


ORIENTATION PROGRAM 


Mr. PassMAn. Would you give us a brief report on your orientation 
program ¢ 

Mr. Hinperer. Yes, sir. We have a 3-week orientation course for 
all of our personnel going overseas. 

Two weeks of it is handled by the ICA, explaining the program, 
how it works, et cetera. | 

Mr. Passman. The ICA program ? 

Mr. Hinperer. The ICA program; yes, sir. 

One week is handled by the Foreign Service Institute on foreign 
policy, that type of thing. 

Mr. Passman. How much do you pay them for that week ? 

Mr. Hrnverer. I think our cost there is $9,000 a year, sir. 

Mr. Passman. You do not pass up any bets, do you? 

How about the orientation course for dependents ? 
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Mr. Hinprerer. No, sir, no dependents—we do not pay anything for 
orientation of depende nts. The ‘y sometimes attend the course on a 
space-available basis, but there is no additional charge. 

Mr. Passman. Do you recommend that they take a course ¢ 

Mr. Hinperer. Yes, | do. 

Mr. Passman. Do they usually do that? 

Mr. Hrnperrr. When they come to Washington, but our difficulty 
is we cannot pay per diem and travel of dependents to Washington. 

Mr. Passman. How about our personnel going out who take the 
course here ¢ 

Mr. Hinprerer. Beg your pardon? 

Mr. PassMan. Do any of our people going out take the course here 
before you send them out ? 

Mr. Hinprrer. All of our personnel on our staff, sir. 

Mr. Passman. I am speaking of the dependents. 

Mr. Hlinprerer. Only if they are in Washington; that is the de- 
pendents. 
Mr. Passman. If they are out, you do not bring them in here for it! 
Mr. Hinperer. No, sir. We do not. 


JOHNS HOPKINS UNIVERSITY CONTRACT 


Mr. Passman. What is your cost of participating in the Institute 
of ICA Development Programing at Johns Hopkins? 

Mr. McAuuisrer. This would be from the interregional program 
funds, sir? 

Mr. Passman. Yes. 

Mr. McAuuisrer. The cost in 1961 is contemplated at $110,000. 

Mr. Passman. What service do we get for that? 

Mr. Hinperer. This is the SAIS course that we are speaking of. 

Mr. Passman. How far do you expose them ? 

Mr. Hinperer. It is quite an extensive course and I believe the com- 
mittee does have a copy of the agenda of the SAIS course. 

Mr. Passman. Is this what we discussed the other day ? 

Mr. Hrnperer. Yes, sir. 


COST PER TRAINEE 


Mr. Passman. Where there was about $4,000 tuition for about 5 
months? 

Mr. Hrnperer. That is right. 

Mr. Passman. That is about $840 a month. 

Mr. Hinperer. $828 per trainee. 

Mr. Passman. It is $4,000 each for 5 months? 

Mr. Hinperer. Slightly less than 5 months, yes. 

Mr. Passman. Just about how much less? Would you say 414 
months? 

Mr. Hrnperer. No, it is just a few days. It is $4,000 for the total 
cost. 

Mr. Passman. Which is less than 5 months. How many do you 
usually have in a class ? 

Mr. Hinperer. Twenty, sir. 

Mr. Passman. And it costs $80,000 for these 20 to attend Johns 
Hopkins, and the classes are conducted here in Washington ? 
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Mr. Hinperer. That is correct. 

Mr. Gary. I thought it was $230,000 they were asking for. 

Mr. Passman. We are pinning down one class of 20. 

Mr. Gary. They asked for $230,000-odd for 40 trainess for next 
year. 

’ Mr. Passman. I was going to get into that. 

Mr. Hinperer. Sir, that would inelude the other costs such as the 
salary of the staff, et cetera. 

Mr. PassmMan. + tae you are progr: aming now $80,000 for 20 students, 
to take this course for less than 5 months / 

Mr. Hinperer. Roughly that, yes, sir. 

Mr. Passman. This is the same course for which ICA developed 
a formula of 166 subjects. I remember a few of them, religion and 
religion workshop, and I noticed over in the margin several of the 
instructors, at least two were ICA personnel: the distinguished In- 
spector General was scheduled to lecture, and I think Mr. Grant was 
also scheduled to lecture. Is this the same program that we dis- 
cussed earlier ? 

Mr. Hinperer. That is right, sir. 

Mr. Passman. Now, how many classes have you had up to date? 

Mr. Hrnperer. I believe the one that is finishing now is the fourth, 
sir. 

ADVANCED OBLIGATION OF FUNDS FOR CONTRACT 


Mr. Passman. Let’s project this out just a bit. What are you 

requesting for this same program for fiscal year 1961 7 

Mr. Hinperer. $372,500. Is that the correct figure ? 

Mr. McAuuisrer. Sir, we are actually not requesting any funds for 
this program in 1961. 

Mr. Passman. You have terminated it? 

Mr. McAuuisrer. No, sir. We are intending, or the current plans 
call for extending the contract for 1961 from 1960 funds. 

Mr. Passman. Where are you going to get the money ? 

Mr. Hinperer. Mr. Chairman, we paid for 3 vears of the contract, 
I believe, out of the $8 million. 

Mr. Passman. That is worse than anything we have heard. You 
mean you entered into this and paid for it 3 years in advance 4 

Mr. Hinperrer. We obligated the money, but we do not pay the 
school. 

Mr. Passman. How much have you obligated? Let’s take this 
down. 

Mr. Hrxperer. Do you have those figures, Mr. McAllister? 

Mr. McAnutster. No, sir. I donot. 

Mr. Hinperer. I have them here. I would have to dig them out. 

Mr. Passman. You take your time, and figure it out. 


FEES AND EXPENSES OF LECTURERS 


Do they pay these lecturers who appear and lecture the ICA 
personnel ¢ 

Mr. Murrny. No,sir. That service is rendered gratis. 

Mr. Passman. I am not talking about ICA. I am not implying 
you would be paid, but I am talking about other lecturers who may 
come and lecture the class. 
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Mr. Murpuy. Yes, there are fees. You mean for non-Govern- 
ment personnel ¢ 

Mr. Passman. Yes. 

Mr. Murrny. There are fees paid to the non-Government person- 
nel who come to the course and lecture. 

Mr. Passman. Is ICA paying the additional expense of getting 
those people in ? 

Mr. Murrny. I believe they are paid travel expenses plus a fee, 

Mr. Passman. Now we have come up with something. 

Mr. Murrny. That may be in error, Mr. Chairman. 

Is that correct or not ? 

Mr. Hinperer. Iamsorry. I did not hear it. 

Mr. Murpny. I said I thought ICA paid the travel expenses and 
a fee. 

Mr. Rees. They are charged to this contract. 

Mr. Passman. Are they included ? 

Mr. Rees. They are included in it. 

Mr. PAssman. They are in the contract, but are they included in 
this $4,000 tuition ? 

Mr. Grant. Yes, sir. 

Mr. Passman. Let’s make sure, because the alert Inspector General 
does not miss a cue very often. Would you like to do a little research 
on that to be sure ? 

Mr. Hinperer. They are in, sir. 


ADVANCED OBLIGATION OF FUNDS FOR CONTRACT 


Mr. Passman. Give us the amount of money you have obligated. 

Mr. Hrnperer. According to the record I have here, we obligated 
$344,000 in fiscal year 1959 to set up the program for a 3-year pro- 
gram. 

Mr. Passman. You are working against 1 year’s funds on technical 
aid; are you not? 

Mr. Rees. Sir, section 307 of the Mutual Security Act provides for 
contracts that may extend for 3 years. 

Mr. Passman. Did you have any trouble getting them to write that 
in there for you ? 

Mr. Murpny. That was in the original act for international develop- 
ment. 

Mr. Hrnperer. The $344,000 was obligated for 2 years instead of 
3 years. I would like to make that correction, Mr. Chairman. 


AVERAGE COST FOR STUDENTS 


Mr. Passman. That is $172,000. How do we get it mixed up then 
if you operate in even dollars and you take 20 at a time? There is a 
class of 20 for $80,000. You have had three classes now, which would 
be $240,000, is that correct ? 

Mr. Hrnperer. Yes, and we are just finishing the fourth, sir. 

Mr. Passman. That would give you $320,000. 

Mr. Hrnperer. Yes. 

Mr. Passman. What is the $24,000 hangover? For what purpose 
is that to be used ? 
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Mr. McAxuisrer. I believe 80 students into the $344,000 would be 
34.300. 

Mr. Passman. We were told earlier it was $4,000, round figures, 
$80,000 for 20 for 5 months. We rounded that out, and had a haggle 
over that all day here. 

Now, if you take classes of 20, and if the cost is $80,000, and you 
have had 4, that is $320,000. You subtract that from $344,000. Don’t 
you get $24,000 carryov er? 

Mr. Hixperer. Mr. C hairman, by do not pay a tuition fee of $4,000. 

Mr. Passman. What do you pay? 

Mr. Hinperer. We have an overall contract and we divide the 
number of students into the overall contract cost. 

Mr. PassMAN. Someone testified earlier that you. had a contract of 
$4,000 tuition, $80,000 for 20. They ran classes of 20, which was 
$80,000 for 5 months. 

How much have you been paying, and what part of the contract 
have you paid up to date ? 

Mr. Hinprerer. We pay each year as we are billed. I am not sure 
of this, but I rather think that we have paid for the three classes 
that we have completed. 

Mr. Passman. How much do you show that you have paid them? 

Mr. Hixperer. I would not have that, sir. 

Mr. Passman. Gentlemen, I do not know why you have to stick a 
little extra money in here. How about the $344,000? Do you have 
any other expenses involved with this Johns Hopkins contract ? 

Mr. Hinprerer. We have the cost of the trainees themselves, sir, 
their salary and if they happen to be per diem, any travel cost and 
that type. 

Mr. Passman. Anything else accruing to Johns Hopkins? 

Mr. Hinperer. No, sir. 

Mr. Passman. Have you had an opportunity to check whether or 
not we do pay the lecturers’ expenses coming into Washington ? 

Mr. Hinperer. I happen to know, sir, that the lecturers’ costs are 
figured within the total contract cost. 


BASIS FOR ESTIMATE OF COST OF CONTRACT 


Mr. Passman. Will you please tell us how you arrived at $344,000? 

Mr. Hinperer. This was an original estimate on the cost of the 
program for 2 years, the Johns Hopkins costs. 

Mr. PassMan. Two years is up; is it not? 

Mr. Hinperer. It will be June 30. 

Mr. Passman. How many students have you graduated ? 

Mr. Hrnperer. Fifty-eight plus the 20 that are now graduating, 
and I guess that will be 78. 

Mr. Passman. Two of them dropped out on you? 

Mr. Hrnperer. No, sir; we pulled them out of the course, be- 
cause 

Mr. Passman. Did you get a rebate on that, or did you have to pay 
for them ? 

Mr. Hinperer. Sir, we do not pay on the basis of a tuition fee. We 
pay a total contract cost. 

Mr. Passman. Was any consideration given for pulling two out ? 
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Mr. Hinprrer. No, sir, because—— 
Mr. Passman. If you had pulled 18 out you would have paid the 
same price for training 2. 

Mr. Htnperer. Yes, sir. 

Mr. Grant. Or if we had put 25 in the course, we would have paid 
the same. 

Mr. Passman. Why didn’t you put 25 in, then ? 

Mr. Hixperer. Only that we thought that 20 was a better number 
to get good instruction. 

Mr. Passman. But if 18 had pulled out, you would still have paid 
the same thing for training 2? 
Mr. Hinperer. That is right. We were bound by contract. 
Mr. Passman. You fixed a maximum of 20. 


ProGram Svurporr, DEPARTMENT OF STATI 


Mr. Passman. The fourth activity under “Interregional expenses” 

“Program support, Department of State,” for which $4,615,000 is 
requested, an increase of 3435,000 above fiscal year 1960 and S8824,000 
above fiscal vear 1959 

What support service does the State Department in Washington 
furnish ICA in Washington that would cost $1,485,000 in fiscal year 
1961? 

Mr. McAuustrer. Sir, in Washington we call upon the State De- 
partment to furnish all of our communications services between Wash- 
ington and all of our approximately 65 oversea loc: ations. The De- 
partment of State administers the medical support program for ICA 
employees and their depende nts. We reimburse them for those 
costs. Similarly, in the joint administrative support concept—— 

Mr. Passman. And their dependents, too? 

Mr. McAuutster. Yes, sir; for all expenses above the first $35 for 
a dependent, 2 years ago the Congress passed the law that the agency 
for whom the employee was working would pay for the additional cost. 

Mr. Passman. I am not quarreling; we are just trying to get infor- 
mation. 

Mr. McAuusrer. Third, and probab ly the biggest cost in Wash- 
ington is concerned with the cost of travel for assignments of “i ‘rsonnel 
going overseas to implement the joint administrative services comple- 
ment in the Embassy to furnish common services to not only the State 
Dep: urtment for its basic substantive functions but also for USTA, for 
ICA, for the Department of Agriculture, the various arms of the 
military. For the additional complements which State requires above 
their basic needs to service other agencies a portion of the cost for 
their travel overseas, their return from overseas, their home leave costs, 
their transfer costs, et cetera, is charged to the benefiting agencies. 

Mr. Passman. We are dealing with a side item of $23 million or $24 
million. You have this one item of $1.485.000. your “Communication, 
health, and travel.” Let us break the three apart. How much is for 
“Communication” ? 

Mr. McAtutsrer. Sir, I donot have that information. 

Mr. Passman. How much is for “Health” ? 

Mr. McAuuisrer. I do not have that. 

Mr. Passman. Do you have any of it? 
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Mr. McAuuisrer. I can furnish it for the record, sir. I did not 
bring it. 
Mr. Passman. Thank you just the same. 


PROPOSED NEW MISSIONS 


[low many, and where are the proposed new missions contemplated ? 

Mr. McAuuisrer. In 1961 we contemplate in our estimates three 
new locations to be opened in Africa. Those locations, as included 
in the estimate, are the Cameroons, Sierre Leone, and Togoland. 

Mr. Passman. Three full-fledged ICA missions ? 

Mr. McAuuistrer. Yes,sir; witha very minimum stafling, however. 

Mr. Passman. From little acorns, big trees grow. ‘This is some- 
thing upon which I pledge you my cooperation, and I hope other 
committees will pledge their cooperation. We are not going to let 
this get as far out of control in Africa as it has become everywhere 
else. IL know what it means to try to accommodate all Members of 
Congress. A witness testified before the committee the other day— 
we did not press him to provide the name—about a Member of Con- 
cress Who had called him and was excited about Africa. I am excited 
about this program everywhere, but in a different manner. This is 
something that has been brought into being in the past year, this 
new program for Africa ¢ 

Mr. Grant. Which new program for Africa ? 

Mr. Passman. This $20 million branch-out of technical aid. 

Mr. Granr. This is proposed, sit 


SPECIAL PROGRAM FOR TROPICAL AFRICA 


The special program for tropical Africa is proposed for fiscal 
L961, 

Mr. Passman. That is exactly what I said, that this is a new pro- 
gram as it applies to Africa out of special assistance. 

Mr. Grant. Yes, out of special assistance. In addition, in tropical 
Afriea we have had a considerable number of technical cooperation 
programs anne now fora number of years. 

Mr. Passman. I do not know why there is any need to beef it up, 
unless it is to appease certain Members of Congress who have a "oor 
spot for this particular part of the world. It could almost swallow 
up the assets of America. I hope we do not go too far afield. I am 
sure if you have a heart-to-heart talk with some of our own people 
down there, you have a lot in your own organization who, if they 
had a right to say without getting in bad, would also oppose this 
program. 

Mr. Grant. Sir, on the importance of these programs, we have had 
the President of the United States, the Secretary of State, the Under 
Secretary, and the Assistant Secretary of State for Africa all speak 
at considerable length before the Congress this year. 

Mr. Passman. They did not speak at too muc h length. The Presi- 
dent never would get through talking if he spoke on all these pro- 
grams. 

Mr. Grant. They spoke on the importance of this new area of 
Africa. He made specific reference to this in his mutual security mes- 
sage to the Congress. 
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Mr. Passman. I expect the President had some help on his mes- 
sages. I asked for an hour to speak to the President about this 
program, but I will be lucky to get to wave at him in a parade. You 
could swallow up all of the assets of America and it would be a ques- 
tion of how much good you could do. We are going to try to help 
you keep this under control. If I remember correctly — this came up 
earlier—you could not even project this program out into the future, 
so that we would know its ultimate cost. 

Mr. Grant. Which program, sir? 

Mr. Passaan. Africa, special assistance, $20 million planned for 
fiscal 1961. If you want to project it now, we would be glad to have 
you do so. 

Mr. Grant. When you get the special assistance testimony, this will 
be a question which can be disc ussed by Mr. Saccio. 

Mr. Passman. I am sure that is so, but you seem to know quite a 
bit about it. Would you care to comment about it, or would you want 
to wait until Mr. Saccio gets here ? 


INCREASE IN ICA/ WASHINGTON 


What is the composition of the $58,500 increase in ICA/Wash- 
ington ? 

Mr. McAuutsrer. Mr. Chairman, I do not have the details of the 
composition of this $58,500 increase. I am sure that it is generated 
primarily because of the increased cost of communications to our new 
locations overseas. I will verify it, sir, and insert it in the record. 

Mr. PassMAn. We cannot continue making recommendations on 
blind faith. You have one sentence here: The balance of $58,500 
provides for commensurate increase in domestic backstopping costs. 

That is an expensive little sentence there. Could you tell us how 
many personnel are funded for this appropriation ? 

Mr. McAuutster. I will have to furnish that for the record also, Mr. 
Chairman. 

Mr. Passman. Should they be included in, or added to, the 44,000 
personnel figure given to us earlier? 

Mr. McAuusrer. They are included in the figure as furnished for 
the State Department eas 

Mr. Passman. The State Department what ? 

Mr. McAuuisrer. The activities administered by the Department of 
State under the mutual security program. 

Mr. Passman. You say the Department of State ? 

Mr. McAuuister. For the activities which they are administering 
which are financed from mutual security funds. 

Mr. Passman. This committee must make recommendations for the 
funds, and I no longer feel I can afford to recommend just on blind 
faith. We. too. would like to know something about these items. 

Mr. McAuuister. Yes, sir. T thought vour question was: Was the 
number of personnel engaged in furnishing administrative support 
to ICA included in the 44,000 approximate total employment under 
the mutual security program ? 

Mr. Passman. All parts of activity under interregional expenses, 
the State Department, $4,615,000, and I led into the different ecate- 
fories me, ©. I got up to ©: What is the composition of this 
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$58,000 increase in ICA/Washington? The only justification you 
have is that the balance of $58,500 provides for commensurate increase 
in domestic backstopping costs. That is the only thing we have to 
go on, Which was naturally followed by the question: How many 
personnel are funded by this appropriation? The final question 
should be: Are they included in, or added to, the 44,000 already in the 
program ¢ 

Mr. McAuuister. Sir, I do not have the breakdown of these costs 
in the detail which you ask, but I can assure you that the employment 
by the State Department furnishing this support is included in the 
44,01 0, 


Nore.-A breakdown of the $58,500 increase in Washington is as follows: 
Travel, $30,014; communications, $13,146; medical benefits, $12,122; and other 
$3,218. 

Mr. Passman. We are not considering the appropriation of the 
State Department, but we are considering the appropriation for the 
mutual security program. We have a right to, and we are going to 
obtain, the information. I think you w ill agree we are entitled to it. 

Mr. Gran. The 44,000 covers all employees, all personnel paid out 
of mutual security funds, including military assistance. 

Mr. PassMan. But we run into y these items and we have to ask the 
question, to determine whether or not they are to be added to the 
previous figure. 


LACK OF SATISFACTORY INFORMATION ON TECHNICAL AID PROGRAM 


Gentlemen, it has not been easy examining on this technical aid 
program. It certainly comes nearer being my fault than yours, that 
you do not have the answers to a lot of these questions, because in 
previous years, believing this program would start back the other 
way, we have been too lenient. I feel that it has gotten out from 
wider control. There is a lot of information we need that we are not 
going to be able to get, because time will not permit. We would re- 
quire at least another 30 days if we were to cover the phases of this 
bilateral technical aid program. 

Mr. Grant. Sir, I think it should be noted that in the material 
prepared for this committee and which this committee has had before 
it have been some 700 to 800 pages of descriptive material in writing, 
and in addition to that there has been a great deal of oral testimony 
supplied over and above the material provided in these printed 
volumes. 

Mr. Passman. Yes; we know that. I have been sitting over here, 
or I believe that I have. I may be reaching the point that I just 
thought Iwas here. I have been sitting on this side of the table 
about 9 weeks, and I am not at all satisfied with some of the informa- 
tion that has been given to us. I am not satisfied with some of the 
contracts you have entered into, but you certainly had the right to 
do so under provisions of the law. It is just about as loose as any- 

ng with which vou could deal. 

If we have in the past skimmed over this, and ] ermitted you folks 
to run wild—those are mv words—and get this hi xe so complicated 
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means this committee must face up to its responsibility, and go before 
the full committee and go before the House, and we hope before 
the country, with some of the facts which have been developed, and 
then wait for the decision. 

I want to assure those of you who are leaving the committee this 
evening, or, rather, who will not be appearing in subsequent days 
for this year’s program, there has been nothing personal about ; 

If I remain chairman of this subcommittee, I expect to plan for, i 
we can find the time, at least 4 months’ hearings on this bill in i 
future. Iam going to know more about this program in the future, 

Mr. Gary, any questions on regional ? 

Mr. Gary. No. 

Mr. Passman. Mr. Conte ? 

Mr. Contr. No questions, Mr. Chairman. You covered the water. 
front. 

SPECIAL ASSISTANCE 


WITNESSES 


INTERNATIONAL COOPERATION ADMINISTRATION 


LEONARD J. SACCIO, DEPUTY DIRECTOR 
JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLA. 
NING 


DONALD B. McPHAIL, ASSISTANT DEPUTY DIRECTOR FOR OPERA} 


TIONS 

EDWARD F. TENNANT, ASSISTANT DEPUTY DIRECTOR-CONTROLLE}| 

JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE Cor-| 
TROLLER 

JOHN B. ROBINSON, PLANNING OFFICER, OFFICE OF THE DEPUT!| 
DIRECTOR FOR PROGRAM AND PLANNING 


t 


DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLE} 
MUTUAL SECURITY 

WOODROW W. STOREY, DIRECTOR, FINANCIAL MANAGEMENT DIV! 
SION, OFFICE OF INSPECTOR GENERAL AND COMPTROLLE 
MUTUAL SECURITY 


Mr. Passman. The next statement will be a document—*Statemea 
Unclassified Except Where Classification Is <a ‘ifically Noted.” | 
will be presented by the Honorable Leonard J. Saccio, Deputy D 
rector, International Cooperation Administr: py before the How 
Subcommittee on Foreign Operations Appropriations. 

Mr. Saccio, we shall be pleased to hear from you at this time. 

Mr. Saccio. I apologize for the length of the statement. I tried! 
get it down as much as I could. 

Mr. PassMAn. You may proceed in your own way, Si! 
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GENERAL STATEMENT 


Mr. Saccio. Mr. Chairman and members of the committee, { will 
describe today the special assistance programs proposed for fiscal year 
1961. Special assistance is a category of economic aid which enables 
the United States (1) to help promote political or economic stability 
in certain selected countries and (2) to carry out certain worldwide 
activities or programs, such as malaria eradication. 


OBJECTIVES OF PROGRAM 


In accord with the objectives of maintaining or promoting political 
or economic stability, as contained in section 400(a) of the Mutual 
Security Act of 1954, as amended, activities proposed for fiscal year 
1961 have one or more of the following objectives: 

1. To maintain political independence or stability in countries 
threatened by external force, by internal political violence as a con- 
sequence of either chronic or temporary economic inadequacies, or, by 
possible economie collapse. 

(Discussion off the record. ) 

Mr. Saccio. 2. To secure or maintain U.S. military facilities or 
other concessions in countries, by providing funds to enable them to 
deal more effectively with the economic or other internal problems 
arising from the existence of such facilities. 

(Discussion off the record. ) 

Mr. Saccto. 3. To maintain economic stability or to support eco- 
nomic growth in those countries where such aid will encourage the 
recipient governments to maintain their identification with the Free 
World or to counter the pressures from the opposite direction. 

(Discussion ” the record. ) 

Mr. Saccto. To continue country programs for political reasons 

which have little economic justification, but where abrupt cessation 
of aid could result in significant adverse political repercussions. 

ee ) 

Mr. NSACCIO. | To further gener: ul Uz ». foreign policy objectives by 
identifying he ‘United States with relatively small beneficial pro- 
grams in countries where an American presence is desirable. 

eS 

Mr. Saccro. 6. To help promote and encourage activities which will 
te oe ae political and economic growth in areas where the 
failure to indicate an American interest could be detrimental to long- 
term U.S. interests, such as in tropical Africa south of the Sahara, 

To carry forward programs In health, education, and private en 
tutries encouragement which contribute to economic lmprovement 
and which advance U.S. foreign policy objectives, such as the pro- 
grams in malaria eradication, aid to American-sponsored schools 
abroad, and the investment incentive program. 
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APPROPRIATION REQUEST 


The program recommended for fiscal year 1961 totals $268.5 mil- 
lion. This e ompares with a fiscal year 1960 request of $271.8 million, 
an authorization of $247.5 million and an appropriation of $245 mil- 
lion. The estimated obligations for fiscal year 1960 after adjust- 
ments and transfers total $259.6 million, Spec ial assistance programs 
may be conveniently divided into four categories: (1) Major country 
programs; (2) special program for tropical Africa (3) functional pro- 
grams; and (4) special activities. 


MAJOR COUNTRY PROGRAMS 


There are 10 major country programs. These are: Berlin, Libya, 

Morocco, Tunisia, Afghanistan, Israel, Jordan, Burma, Bolivia, and 

Haiti. The total for these 10 major country programs is $179.75 mil- 

lion, an increase of about sO million above the estim: ited ob ligations 

for fiscal year 1960, Major country programs account for 66.9 percent 

of the total proposed for special assistance in fiscal year 1961. 
(Discussion off the record.) 


SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Saccro. The total proposed for the spe cial te ete for tropical 
Africa is $20 million. This program ace ‘ounts for 7.4 percent of the 
total proposed for special assistance in fiscal year 1961. This program 
is a new activity for fiscal year 1961. It puts major emphasis on 
education and training activities having both country and regional 
lnportance. 

FUNCTIONAL PROGRAMS 


The functional programs consist of malaria eradication, community 
water supply development, and international medical research in the 
field of health: aid to American-sponsored schools abroad 5 the field 
of education; investment incentive program in the field of private 
ente rprise encouragement; and the United Nations - mergency Force. 
The total proposed for these programs in fiscal year 1961 is $48.3 mil- 
lion, an increase of $4.8 million above the cai tanial obligations for 
fiscal year 1960. The principal increase is for the malaria eradication 
program. The total for this category is 18 percent of the total pro- 
posed for special assistance in fiscal year 1961. 


SPECIAL ACTIVITIES 


The special activities category includes a variety of essential activ- 
ities. The eon proposed are derived principally from project 
costs rather than from any special formula for determination of an- 
nual aid levels. This category also provides a transition from larger 
bilateral to smaller programs, such as those carried out primarily w ith 
technical cooperation funds, Special assistance funds are also used 
to finance specific small programs, frequently related closely to spe- 
cific technical cooperation activities. Public safety projects and engi- 
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neer construction unit projects in Latin America are also financed 
from this category. 

Countries in which programs under this category will be carried 
out are: Yugoslavia, Ethiopia, Somalia, Sudan, ‘Nepal, United Arab 
Republic, Yemen, Indonesia, Brazil, Guatemala, Paraguay, West In- 
dies, and eastern Caribbean. In addition, funds are requested for 
OEEC operational programs and for the central treaty organization 
civil aviation project. 

The proposed total of $20.45 million is a decrease of $18.325 million 
from the estimated obligations for fiscal year 1960. The total for 
this category is 7.6 percent of the total proposed for special assistance 
progr: ams in fiscal year 1961. 


COUNTRY PROGRAMS 


I will now describe in greater detail the country programs proposed 
for fiscal year 1961 for special assistance financing in the individual 
countries and regions. A later witness will be prepared to testify 
on the United Nations Emergency Force. 


WEST BERLIN 


West Berlin is a symbol of strength and hope both for the free 
world and for the peoples behind the Iron Curtain. West Berlin 
has witnessed a remarkable recovery in the postwar years, thanks to 
the magnificent efforts of its citizens, contributions from the Federal 
Republic, and assistance from the United States. 

From an economic standpoint the requirements of West Berlin for 
additional U.S. assistance have ceased. On the other hand, U.S. as- 
sistance provides a concrete and tangible expression of American in- 
terest in the progress and well-being of its citizens. The proposed 
fiscal year 1961 program for West Berlin is designed to meet this 
objective. 

(Discussion off the record.) 


YUGOSLAVIA 


Mr. Saccro. The mutual security program has played a major role 
in assisting Yugoslavia to free itself from economic dependence on 
the Soviet bloc. 

In the past, special assistance has provided major resources for 
bolstering the Yugoslav economy. With a real improvement in its 
economic position during the past 2 years, and a marked increase in 
available investment capital from Western sources, the largest single 
source being the DLF, it has been possible to reduce special assistance 
apprecis ibly. 

The special assistance program for fiscal year 1961 will demonstrate 
continued U.S. interest by making funds available to complement the 
technical cooperation program. These programs provide important 
stimulus to Yugoslavia’s economic development. Special assistance 
funds are used to finance equipment and materials for widespread 
technical cooperation demonstration projects. 

(Discussion off the record.) 
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EUROPEAN MULTILATERAL PROGRAMS 





Mr, Saccro. The Organization for European Economic Coopera- 
tion, in addition to its activities in trade liberalization, convertibility, 
stabilization and other broad economic matters has undertaken certain 
operational activities designed to fill gaps in European cooperation, 

One of the operational programs is represented by the European 
Productivity Agency (EPA) established in 1953 with U.S. assistance, 
Another operational program is the Scientific and Technical Person- 
nel program, initiated in 1958, with which the United States has been 
coope rating. 

The European Productivity Agency originally focused on the co- 
operative improvement of agric ultural and industrial productivity 
in Western Europe gener: ally. As E urope’s recovery has been 
achieved the agency’s program has changed its emphasis from Western 
Europe to unde rdeveloped areas of Europe. Today about 40 percent 
of its program is devoted to providing technical assistance and serv- 
ices to the less developed areas of Europe—principally, Greece, Tur- 
key and Yugoslavia—all countries in which the United States has 
direct mutual security interests. 

In addition, the EPA arranges for and supervises the training in 
European institutions of ICA-financed participants from Asia and 
Africa. In the coming fiscal year, the EPA will arrange training 
in E urope for about 1,000 ICA participants. 

The Scientific and Technical Personnel (STP) program is de- 
signed to upgrade the teaching of science, particularly at the secondary 
school level in Europe. Activities include provision for a modest 
number of conferences, fellowships, demonstrations and teaching 
aids. 

( Discussion off the record. ) 


SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Saccio. The events now taking place on the African continent 
are complex and dramatic. Many African countries are newly in- 
dependent or about to achieve full national sovereignty. The transi- 
tion from colonial status to confident stable governments is filled with 
dangerous political uncertainties and economic weaknesses. 

The proposal to Congress for a special program for tropical Africa 
(SPTA), with an allocation of $20 million from SA funds in fiscal 
year 1961, will be, in conjunction with the other forms of U.S. assist- 
ance, a significant demonstration of our concern for de velopme nt and 
progress of the new countries in Africa. 

Our role must be sympathetic, positive and constructive. The 
United States can encourage and assist these countries in their search 
for resolution of common problems. The special program for tropical 
Africa can serve to increase the capacity of these countries to partici- 
pate actively and positively, together, in working out their common 
destiny. The special program for tropical Africa can be used to meet 
needs of these countries, avoiding annual country aid levels which 
have a tendency to perpetuate themselves over long periods. 
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We propose to concentrate in fiscal year 1961 on the tremendous 
problems of education and training. These must be solved if these 
countries are to be successful in their efforts to establish firmly their 
political and economic independence. 

Projects will include assistance in the establishment and expansion 
of schools of higher education with emphasis on professional train- 
ing of teachers, agriculturists, medical officers, administrators and 
engineers. Assistance to specialized post-secondary schools such as 
technical institutes and vocational training schools is also proposed. 
Other proposed activities are directed at upgrading the skills and 
competences of large numbers of Africans who have little or no op- 
portunity for formal training—for example, agricultural extension- 
ists, subprofessional health officers, and community development spe- 
cialists. 

A second and perhaps more important aspect of the SPTA is its 
emphasis on encouragement and support of regional cooperative ac- 
tivities. With an increase in the number of political units, it 1s 1m- 
portant to help bring about closer ties between the African peoples. 

(Discussion off the record.) 

Regional type projects are planned to support and sponsor multi- 
country conferences, workshops and seminars—as training programs 
in themselves and a means of developing cooperative approaches 
to special developmental problems. <A training grant program will 
permit. Africans from the several countries to attend African schools 
and colleges. A regional English language training program and 
an educational materials and documentation center are contemplated. 

In carrying out these activities, funds would be used for essential 
construction and equipment, and possibly some initial operating costs. 
University and institutional contracts will be employed to provide 
administrative and technical stafling. The special program would not 


‘duplicate or replace bilateral technical cooperation, although it is 


closely related to some bilateral technical assistance activities. It 
differs from technical cooperation in that a greater portion of the 
funds will be used for construction, equipment and supplies, and 
staffing services than is the operational pattern under technical co- 
operation. 

To the extent that we have considered feasible to plan use of these 
funds in advance of congressional action, we have done so. After re- 
ceiving the report of the National Academy of Science, which analyzed 
in general terms the priority problems of tropical Africa, the exeeu- 
tive branch concluded that initial ree should be given to educa- 
tion and training. The USOM’s have been requested to submit pro- 
posals within this framework after they have held informal discus- 
sions with local authorities. More detailed studies and surveys are 
now underway to assess the relative importance of proposals and to 
examine the extent to which U.S. financing is necessary in each in- 
stance. We are also convoking a conference of leading American edu- 
cators later this month to review the direction and orientation of edu- 
eation and training plans for Africa and also to conclude on the feasi- 
bility of the individual project proposals. 
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ETHIOPIA 


Serious budgetary and foreign exchange problems which face the 
Ethiopian Government severely limit funds to support normal operat- 
ing requirements. An acute budgetary deficit is expected during the 
next several years. On the other hand, the State Bank of Ethiopia 
has — restricted credit and curtailed nonessential imports. 
Asa ‘onsequence, the adverse E thiopi: in balance of payments position 
is beginning to improve. 

Of concern to the United States is the inability of the Ethiopian 
Government to provide requisite facilities and financing to utilize 
fully the services of Ethiopian teachers, public health officers, nurses, 
skilled workers, and agricultural extension advisors graduating from 
U.S.-sponsored training programs. Special assistance proposed for 
fiscal year 1961 is intended to help remedy this problem by making 
direct. contributions to budgeted E thiopi: in projects in the fields of 
agriculture, public administration, public health, and education. 

( Diseussion off the record.) 


SOMALIA 


Mr. Saccro. Somalia becomes independent July 1, 1960. Subject to 
the availability of funds, the United States has assured the Somali 
Government that it would be willing to supplement aid provided by 
other friendly countries, United States concern for Somalia’s politic ‘al 
and economic evolution is related to that country’s key geographic loca- 
tion along the main lines of sea and air communication between the 
Mediterranean, East Africa, and the India Ocean. 

Somalia is one of the poorest countries in Africa. Its annual per 
capita gross national product is about $40. Its natural resources are 
meager. Seventy percent of its population is nomadic. Literacy is 
estimated at 1 percent. Special assistance proposed for fiscal year 
1961, together with contributions from Italy, the United Kingdom, 
and the Common Market Development Fund, will support some in- 
crease in the level of economic activity. Special assistance funds 
will be used to finance importation of equipment and the costs of 
construction associated with economic development projects. 

( Discussion off the record. ) 

SUDAN 


Mr. Saccro. Sudan’s present economic position shows marked im- 
provement. By early fiscal year 1960, Sudan was able to dispose of 
old cotton stocks and its 1959 crop. As a result, Sudan’s trade and 
payments position at the end of 1959 showed a surplus compared with 
the sizable deficits in the previous 2 years. However, the improved 
economic position does not begin to solve Sudan’s long-range develop- 
ment problems. The foundation for Sudan’s economic growth is weak. 

Special assistance for the importation of essential commodities has 
assisted Sudan in keeping her economic problems under control. On 
the project side, activities will continue to be concentrated in agricul- 
tural development and livestock improvement, technical education, 
highway development and construction demonstration, and rural 
(potable) water development. 
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(Discussion off the record.) 


LIBYA 


Mr. Saccto. Special assistance funds contribute substantially to eco- 
nomic stability in Libya. They help to create an environment in 
which the Libyans accept our use of valuable military facilities, in- 
cluding Wheelus Air Base, on their territory. 

Libya has made significant economic progress since it became inde- 
pendent in 1951. Nevertheless, poverty, low productivity, and illit- 
eracy still prevail. The large majority of the Libyan people depend 
rimarily on subsistence agriculture for their livelihood. Inadequate 
ainfall, almost yearly droughts, flash floods, and locust invasions re- 
sult in extensive crop loss. Health services are only beginning to be 
made available; classrooms and Libyan teachers are insufficient to 
meet the demand for education. Development capital for small indus- 
try and agricultural improvement is generally not available. Last 
vear about 95 percent of the Government’s total revenues came from 
foreign sources. 

Discovery of large oil deposits during the past year has given the 
country new hope for the future, and it is probable that the Govern- 
ment will receive substantial revenues from the sale of oi] by 1965 or 
1966. Libya will then possess sufficient revenues to finance its de- 
velopment program and normal governmental operations. 

Special assistance funds are utilized, largely, to finance local op- 
erating costs and commodities for projects. Projects are designed to 
increase agricultural production, improve health facilities, promote 
education, develop skills, and encourage small-scale industrial devel- 
opment. 

(Discussion off the record.) 
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MOROCCO 


Mr. Saccro. The United States has built and has the use of three 
active major airbases, a large naval air and communic ‘ations complex, 
and an important Voice of America relay station in Morocco. In a 
joint communique issued at the time of President Eisenhower’s visit 
to Morocco in December 1959, the United States agreed to evacuate 
these facilities by the end - 1963. 

Since independence, difficulties have hampered the establishment of 
a sound, modern governmental structure. Much of the capital in- 

vested in Morocco by the French has been repatriated in the last 3 
years. Many Frenc ‘h technicians, teachers, and administrators have 
left. Problems in establishing an effective national government and 
general uncertainty regarding the economic future have kept invest- 
ment levels low. National output remains considerably below levels 
achieved in 1954 and 1955, Falling personal consumption and high 
unemployment contribute to serious ‘internal political stress. 

Morocco is relatively well endowed with good mineral resources and 
agricultural land. Their development has been restricted by lack of 
capital for domestic investment. Since 1959 special assistance has 
been used largely to finance imports of agricultural and industrial 
commodities. Local currency sales proceeds have been utilized to 








2006 


finance development projects of the Moroccan budget. These projects 
help to maintain employment and support satisfactory levels of eco- 
nomic activity. 

With the exception of a $4.8 million grant in fiscal year 1959, all 
special assistance to Morocco through fiscal year 1959 has been in the 
me m of loans. We expect that 80 percent of the fise al year 1960 pro- 

‘am will be on a loan basis. A substantial portion of funds to be 
Sais available in fiscal year 1961 will also be loaned. 

( Discussion off the record.) 


TUNISIA 


Tunisia has a pro-Western orientation. It also serves as a valu- 
able link between the Western and Arab Worlds. Tunisia’s economic 
development has been retarded by poor natural resources, and more 
recently by the withdrawal of F rench capital and skilled manpower. 
The Tunisian Government is under increasing pressure to alleviate 
unemployment, create economic opportunities, and raise the standards 
of living of the Tunisian people. U.S. economic and technical assist- 
ance is designed to help Tunisia achieve these objectives as a means 
of promoting domestic stability and strengthening Tunisia’s ties 
with the West. The Bourguiba Government is relying heavily on 
cooperation with the West to achieve its political and economic goals. 

Special assistance proposed for fiscal year 1961 along with capital 
assistance from other public and private sources will help fill Tunisia’s 
essential investment needs and ensuring the success of its drive to- 
ward economic solvency and better living conditions for its people. 
Counterpart funds generated from special assistance have been made 
available, for example, for the reforestation of 34,600 acres, 7,400 
of which are now planted. Counterpart funds have been used to 
capitalize an industrial loan fund. The latter t.as now made 50 
loans to private entrepreneurs. 

(Discussion off the record.) 


AFGHANISTAN 


Mr, Saccio. Although Afghanistan continues to be a primary target 
for Soviet expansion, it strives to maintain its neutrality in the East- 
West conflict. The Soviet bloc has now extended over $250 million in 
military and economic aid, compared with about $145 million made 
available by the United States. 

The Afghan economy is one of the most primitive in South Asia. 
The desire of the Afghan Government to develop the country r: ipidly 
has caused it to turn to both the free world and the Soviet bloc, in- 
curring heavy foreign debt. Trade between Afghanistan and the 
Soviet Union has increased during the past several years. 

Afghanistan is encountering difficulty in mobilizing sufficient finan- 
cial resources to meet local currency costs of development projects. 
Its developmental effort is hampered further by a shortage of trained 
manpower. Progress to date has been modest. 

The special assistance program is directed to increasing the cultiva- 
ble land, improving its communications and transportation net- 
work, and expanding its educational facilities. Special assistance pro- 
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vides imported materials and equipment, as well as engineering assist- 
ance for construction projects. These include: (@) Land reclamation 
and irrigation and hydroelectric power development 1 in the Helmand 
River V alley, (6) improvement of the 155-mile Kabul-Torkham Road, 
(c) creation 3f a regional transit system linking Afghanistan to Paki- 
stan, (d@) construction of an international airport at Kandahar and 
three domestic airports, and (e) construction of buildings at Kabul 
University. 

While not attempting to match massive Soviet aid, the U.S. effort 
is intended to render substantial support to important economic de- 
velopment projects and to provide Afghanistan with a practicable al- 
ternative to complete dependence on the Soviet bloc. 

(Diseussion otf the record.) 


ISRAEL 


Mr. Saccro. U.S. assistance has played an important part in Israel’s 
rapid economic growth. It has helped Israel to achieve some measure 
of economie viability within a few years, while permitting an increas- 
ing level of consumption. P roduction is increasing. Exports are 
expanding appreciably. Monetary reserves are increasing; budgetary 
deficits have been covered by borrowing; debt servicing is not unduly 
burdensome. Unemployment is small and dee ‘reasing. 

There are still problems to be resolved if Israel is to become a self- 
sustaining economy. The solution of the long-term balance of pay- 
ments problem and the subsidiary problems related to this appear to 
be the most difficult. 

(Discussion off the record.) 


JORDAN 


Mr. Saccto. Jordan occupies a key position in the Near East. It 
borders four countries. Any rapid or violent change in political struc- 
ture or orientation could have serious repercussions throughout the 
area. It is important to the United States that Jodan remain politi- 
cally and economically stable. 

Jordan has very limited resuorces. It is not a viable economy. It 
has severe, periodic droughts. Unemployment is serious. Govern- 
mental functions are dependent upon external assistance, as is the level 
of private economic activity. Both economic and political stability 
are dependent upon budget support from external sources. Jordan’s 
problems are intensified by the presence of over a half million Pales- 
tinian refugees who are not integrated into its economy. 

Until 1957 the United Kingdom provided annual subsidies to cover 
Jordan’s entire military budget and a portion of its nonmilitary re- 
quirements. Jordan broke its ties with the United Kingdom in the 
expectation of continuing aid from Syria, Saudi Arabia, and Egypt 
which failed to materialize. The United States was asked to provide 
help. Continuance of United States aid for the budget remains an 
essential factor for preservation of stability in Jordan and peace in 
the area. 
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Special assistance is also used to provide support to projects aimed 
at strengthening the economic development base and to help alleviate 
unemployment and associated unrest. Projects are designed to de- 
velop the country’s water resources, improve transportation, expand 
educational facilities, and stimulate munic ipal development and vil- 
lage improvement. Agricultural production is provided through 
small loan programs. 

( Discussion off the record.) 

NEPAL 


Mr. Saccro. Nepal borders Communist-controlled Tibet. The eco- 
nomic and political efforts of both Communist China and Soviet 
Rusisa are designed to increase Nepalese ties with the Communist 
world while weakening present ties between Nepal and India. 

The basic U.S. objective is to keep Nepal within the free world. 
Special assistance has been primarily directed to improving communi- 
cation and transportation facilities, including those between Nepal 
and India. 

U.S.-supported roadbuilding programs, arranged on a tripartite 
basis, have already improved some highways within Nepal and be- 
tween Nepal and India. Further support is needed in constructing 
all-weather roads. A regional telecommunications project will im- 
prove internal communications and provide direct service with Cal- 
cutta and Delhi. International flights to Caleutta and Delhi by the 
Royal Nepal Airlines have been inaugurated with U.S. assistance in 
aviation. Additional assistance is still needed to complete the instal- 
lation of communications and navigational equipment. 

The Nepalese Government. has initiated a program of national eco- 
nomic development. U.S. support is being given to projects for de- 
velopment of local industries and exploitation of natural resources. 
Other projects of direct and widespread usefulness to the people at 
large include construction of health facilities, safe drinking water 
facilities, educational facilities, and small suspension bridges for foot 
and animal traffic. 

(Discussion off the record.) 


UNITED ARAB REPUBLIC 


Mr. Saccro. The United Arab Republic plays an important political 
role in the Arab Middle East. It occupies a key geographical posi- 
tion. Its population is the largest of the Arab States. 

Its maintenance of an independent — in opposition to Soviet 
attempts to dominate the Near East area, is a matter of importance 
to the United States and the free world. Rel: ations between the United 
States and the U.A.R. have greatly improved during the past year. 
Closer contacts between the U.A.R. and the West in general have been 
furthered by the favorable response of the United ‘States to U.ALR. 
requests for economic and technical assistance. The U.A.R. is con- 
tinuing to receive Communist bloc assistance under previous agree- 
ments. Nevertheless, the U.A.R. has increasingly sought to increase 
its trade and economic relations with the West. Opposition by the 
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U.A.R. to direct Communist penetration in the Arab area is now 
clear and vigorous. 

The U.A.R. has found achievement of economic integration of 
Egypt and Syria more difficult than political unification. Despite 
recent efforts to accelerate industrialization, these areas remain largely 
agricultural. More than three-fifths of the population of Egypt is 
dependent on agriculture. Egypt has sustained large deficits in its 
balance of payments 1955 through 1959. Gold and foreign exchange 
holdings of the national bank have declined sharply. 

While domestic budget revenue has increased recently, the increase 
in expenditure resulting from expansion of the development budget 
and increased military outlays have exceeded the rise in revenues. 
Maintenance of economic stability is likely to be increasingly difficult 
as development activities are expanded. Egypt's capacity to contract 
new loan obligations, repayable in foreign exchange, appears to be 
near the limit. 

Proposed fiscal year 1961 special assistance is to complete civil avia- 
tion installations for which partial financing is being provided in fiscal 
year 1960. This includes improving the facilities at Cairo airport for 
jet air traffic, a project of direct interest to the United States and to 
international aviation. 

(Discussion off the record.) 

YEMEN 


Mr. Saccio. For centuries the Kingdom of Yemen has been isolated 
from the rest of the world. Yemen holds a strategic location at the 
narrow southern entrance of the Red Sea and is opposite the Horn 
of Africa. In the past 3 years it has become an important target of 
Sino-Soviet bloc activity. 

Large-scale economic aid from Communist China and the U.S.S.R. 
committed in 1958 and estimated at $40 million, threatens to under- 
mine the country’s independence, endanger its territorial integrity, 
and affect its political attitudes. Large numbers of bloc officials and 
technicians have been sent to Yemen. 

There is little reliable information on the economy of Yemen. 
Travel is restricted. Records are few and inaccurate. The country 
is primarily agricultural and largely self-supporting in basic food- 
stuffs, except in years of serious drought. 

Our present approach in Yemen is to help the Yemen Government 
maintain an orientation as free as possible from outside interference, 
pointing up the advantages to be obtained from an independent course 
of policy and action. We are contributing to projects, such as road 
construction, in which the Government of Yemen has expressed gen- 
uine interest. and which we believe to be of long-range importance. 
There is no intention of trying to match the large-scale Sino-Soviet 
aid project by project. The U.S. support for the projects desired by 
Yemen demonstrates that there is an alternative to complete depend- 
ence on Sino-Soviet assistance. 

( Discussion off the record.) 
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CENTRAL TREATY ORGANIZATION 





Mr. Saccio, The Central Treaty Organization (CENTO) contrib- 
utes to the security, political stability, and economic development of 
Turkey, Iran, and Pakistan. These three countries, together with the 
United Kingdom, constitute the formal membership of CENTO. The 
United States, although not a member, has established permanent 
liaison with the Organization and has joined its committees and par- 
ticipates in its activities. 

Efforts to promote economic well-being are an integral part of 
CENTO’s task of building regional security. The CENTO economic 
program has_ identified useful projects for joint action, which 
strengthen the economy and mutual relations of the region and which 
could not be carried out effectively by the member countries acting 
alone. There is no duplication of the bilateral economic programs in 
Tran, Pakistan, or Turkey. 

The CENTO has defined its economic objectives more specifically as 
follows: Linking of the regional member countries by means of an 
efficient transport and communications system; free movement of 
goods and persons between countries of the region; and assisting na- 
tional development undertakings which are of benefit to other member 
countries in the region. 

Special assistance funds have been used to survey, engineer, and con- 
struct agreed transport and communications projects. The three 
major CENTO activities to which the United States has contributed 
are a Turkey-Iran road link, a Turkey-Iran railway link, and a tele- 
communications system to link Ankara, Teheran, and Karachi. Ona 
fourth project, the Turkey-Iraq road link, U.S. support on construe- 
tion has been limited to Turke ‘vy. No additional SA funds are being 

requested in fiscal year 1961 for these projects. Under the fiscal year 
1961 program, financing is proposed for portions of a regional system 
of aviation navigation aids over the important route Ankara-Teheran- 
Karachi. 
(Diseussion off the record.) 


BURMA 


Mr. Saccto. The primary U.S. interest in Burma is to see that it 
remains politically and economic ally independent. U.S. assistance is 
designed to provide tangible evidence of continuing U.S. interest in 
the welfare of the Burmese people, and their inde pendence, by asso- 
ciating the United States with economic projects which the Burmese 
consider important, and which we believe will contribute importantly 
to its development. 

In June 1959, the Government of Burma requested U.S. help in 
connection with construction of a highway between Rangoon and 
Mandalay and the improvement of dormitory and classroom facilities 
at overcrowded Rangoon University. The proposed highway would 
help bring about economic benefit in the areas it serves and would 
help to improve the mobility of internal security forces. Improve- 
ment of facilities at the overcrowded university should serve to en- 
courage higher educational standards and demonstrate to the student 
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body the high degree of interest which the United States attaches to 
their education. 

In response to the Burmese request, the United States offered to con- 
tribute, over a 4-year period, starting in fiscal year 1960 and subject 
thereafter to the availability of funds, up to $30 million to help de- 
fray the foreign exchange costs of these projects. As a contribution 
to the local currency costs of these activities, the United States also 
agreed to provide, to the extent possible, additional loans and grants 
of Public Law 480 sales proceeds. 

Most of the special assistance proposed for fiscal year 1961 is re- 
quired to finance imports of commodities and services for the two 
projects, while about 6 percent is to be used to meet the costs of 
establishing and maintaining the technical staff needed to provide ad- 
visory services in connection with the university and highway proj- 
ects, as well as the projects, financed under the prior year MSP 
loans. which are not yet completed. 

(Discussion off the record.) 


INDONESIA 


Mr. Saccio, The primary U.S. objective in Indonesia is to strengthen 
the country’s relations w ith the free world by helping it to resolve some 
of its basic economic and social problems, establish necessary govern- 
mental institutions, and alleviate the shortage of technical and ad- 
ministrative skills, U.S. economic and technical assistance contribute 
modestly to the country’s development and encourage Indonesia to 
move toward more effective government. In addition to loans and 
Public Law 480 programs, U.S. assistance to Indonesia has been 
provided in the form of technical assistance, complemented as neces- 
sary with equipment and contractual services financed under “Special 
assistance.” 

ICA assistance has been significant in the creation of a well-disci- 
plined police force which contributes to relieving the army of some of 
the burden of maintaining internal security. Equipment provided by 
ICA has been used by the police to establish a communications net- 
work, now partially operational, linking the principal cities of Indo- 
nesia. Radio telephone systems are being established in seven major 
cities, 

Special assistance funds proposed for fiscal year 1961 will be used 
to help Indonesia improve the national railways and airline; to help 
the Indonesians explore investment opportunities and prepare plans 
for development projects suitable for financing by foreign capital; 
and to provide commodities and equipment needed for further im- 
provement of the civil police, the leading agricultural college, the 
Merchant Marine Academy, and a worker’s education center. 

( Discussion off the record.) 

BOLIVIA 


Mr. Saccro. Bolivia is experiencing a most profound social revolu- 
tion. Its economy is precariously dependent upon the production and 
export of minerals, principally tin. The primary U.S. interest in 
Bolivia is to prevent the anarchy which could result from serious eco- 
nomic difficulties and uncontrolled inflation. 
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In spite of some encouraging signs of progress—the establishment 
of a free exch: ange system and maintenance of a stable exch: ange rate 
for a year and one-half, improved agricultural production, private 
investment in petroleum, and a less unfavorable balance of payments— 
Bolivia continues to be pl: agued by a depressed economy. Continua- 
tion of special assistance for Bolivia is essential until resolution of 
some of its basic problems, At the same time special assistance pro- 
vides a start toward economic development. The proposed special 
assistance would continue to help check inflation, reduce foreign ex- 
change shortages and budgetary deficits, assure a minimum flow of 
essential imports, and would support economic development projects. 
The special assistance program in Bolivia is fully coordinated with 
the stabilization program, in cooperation with the Intern: itional Mone- 
tary Fund. Past deficiencies in the ICA program, which in the main 
followed political decisions on aid, are being corrected. The oe 
Government is being most cooperative in developing a sounder basi 
for the bilateral program. 
( Discussion off the record.) 


HAITI 


Mr. Saccro. Political instability, economic stagnation, and severe 
poverty have been characteristic in Haiti’s long history. Further 
deterioration in its economy for the past several years has created new 
problems in its balance of payments, currency convertibility and gov- 
ernment revenues. 

( Discussion off the record. ) 

Because of the prospects of an above-average coffee crop in 1960, 
an austerity budget and a stabilization program developed in collabo- 
ration with the International Monetary Fund (IMF), the financial 
situation this year is not as critical as it was last. 

In view of its strategic island location, the tense Caribbean we 
tion, and its ethnological relationships to the African continent, 
is in the U.S. interest to help bring about stability and deve noel 
of its economy. 

The IMF stabilization program and ICA programs have helped 
to improve its balance of payments position and to maintain cur- 
rency convertibility. These improvements have made it possible 
to program in fiscal year 1961 for constructive activities related 
directly to economic development. Through these programs, in com- 
bination with DLF loans, we hope that Haiti may maintain its modest 
economic gains. 

(Disc ussion off the record. ) 


WEST INDIES AND EASTERN CARIBBEAN 


Mr. Saccro. The economic and political development of the West 
Indies Federation in its transitional stage toward dominion status 
is of direct interest to the United States. The proximity of the Fed- 
eration to the North American Continent and the location of its mem- 
ber units across important sea lanes and the approaches to the Panama 
Canal indicate its importance to the United States. The Federation 
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has important mineral and oi] resources. Its trade with the United 
States is growing. The United States has located there bases and 
missile tracking stations. 

The proposed program for special assistance identifies the United 
States with the aspirations of a Government and people evolving from 
colonial status. Special assistance requested would serve to strengthen 
the Government materially by enabling construction of educational 
and training facilities in the poorer islands, In addition, part of the 
program would be devoted to the acquisition—from U.S. excess stocks 
wherever possible—of transportation and roadbuilding equipment 
to construct and maintain farm-to-market and access roads. Special 
assistance serves to complement major technical cooperation efforts 
in education, transportation, public administration and agriculture. 

( Discussion off the record.) 


BRAZIL, GUATEMALA, PARAGUAY 


Mr, Saccro. Public safety programs will be continued in Brazil 
and Guatemala, and an engineer construction unit (ECU) for 
Paraguay. 

The purposes of public safety programs are to develop more ade- 
quate civil police services in cooperating countries to maintain law and 
order, and, internal security by providing technical advice, establish- 
ing national training programs in their countries; by bringing selected 
police personnel to the United States and third countries for study 
and on-the-job tr aining ; and by providing funds to ac quire essential 
transportation, communication, and modern police equipment. 

The program in Brazil is part of a 5-year program. The public 
safety program in Guatemala on the other hand is nearing completion. 
We propose to phase out the special assistance public : safety program 
at the end of fiscal year 1961. A technical cooperation public safety 
project will be carried out during fiscal year 1962 in Guatem: la but 
will be phased out by the end of the year. 

The purpose of the engineer construction unit program in Para- 
guay is to construct roads. The Government of Paraguay has as- 
signed officers and men from its military forces for this work. The 
ECU is now working on the Trans-Chaco Road between Asuncion and 
Filadelphia. 

( Discussions off the record.) 


NONREGIONAL PROGRAMS 


Mr. Saccro. I will turn now to the five functional programs ad- 
ministered by the International Cooperation Administration: Aid to 
American-sponsored schools abroad, malaria eradication, community 
water supply development, international medical research, inv estment 
incentive program. 


AID TO AMERICAN-SPONSORED SCHOOLS ABROAD 


Section 400(c) of the Mutual Security Act authorizes the use of 
special assistance funds to aid American-sponsored schools abroad, 
founded or sponsored by citizens of the United States, and serving as 
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study and demonstration centers for ideas and practices of the United 
States. 

The program proposed for fiscal year 1961 contemplates a reduction 
from $4 million to $2.5 million. We proposed to limit assistance to 
institutions of higher learning, rather than to assist on all levels of 
educational institutions, including primary and secondary schools, as 
we have in the past. 

The Department of State, under authority contained in the USS. 

Information and Educational Exchange Act of 1948 provides consid- 
erable assistance to many American-sponsored, primary and secondary 
institutions abroad. By limiting U:S. assistance under section 400(c), 
in fiscal year 1961, we believe that a more direct and earlier impact 
may be expected in economic development in the countries and re- 
gions in which these institutions of higher education are located, than 
if U.S. financial aid were to be more broadly allocated. 
_ These funds are used to provide grants to institutions for build- 
ings and equipment. None of these funds are used to cover any nor- 
mal operational costs such as teachers’ salaries and expendable sup- 
plies. 


MALARIA ERADICATION 


In 1957 the Congress authorized a program of U.S. assistance to 
worldwide malaria eradication efforts during fiscal year 1958 within 
the framework of a 5-year plan through fiscal year 1962. The plan 
presented indicated that eradication programs would be carried out 
through bilateral and multilateral means. It was also stated that 
malaria would be eradicated in some countries and that eradication 
should be well-advanced in others. In still other countries and areas 
such as tropical Africa it was considered improbable that malaria 
eradication programs could be started by the end of fiscal year 1962. 

The U.S. bilateral program is a part of a worldwide effort being 
conducted cooperatively with the World Health Organization, the 
Pan-American Health Organization, the United Nations Childrens 
Fund and other nations of the world. At the present time malaria 
eradication programs are being conducted in 95 countries. U.S. bi- 
lateral programs are being carried out in 24. 

We can conclude that the worldwide program in general and the 
bilateral program in particular are proceeding reasonably well. Over 
500 million people are now being protected against malaria as a direct 
result of the worldwide program. An additional 66 million have been 
protected through a combination of this worldwide program and earl- 
ler control programs. There have been political, financial and ad- 
ministrative problems but they are being overcome. At this midpoint 
in the 5-year effort, ICA convoked a committee of internationally rec- 
ognized U.S. experts to evaluate and advise on the program as it has 
been undertaken to date and to make recommendations concerning 
its future operation. Coincident with and as a part of this review, 
ICA has undertaken extensive study of what the costs have been and 
what they are likely to be to insure the eradication of malaria in the 
24 countries where bilateral programs are being carried out. 
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By the end of fiscal year 1962 we believe that malaria will have 
been eradicated from four countries, that we may safely and con- 
fidently withdraw U.S. bilateral support from 12, but that continued 
U.S. assistance will be needed beyond 1962 in eight countries. 

In the original planning, we estimated that total U.S. obligations 
during the 5-year period would reach $148 million. The plan pre- 
sented in the congressional presentation books estimates the 5-year 
total at $160 million. Asa result of the work of the expert committee 
and our own study we now believe that the planned total of $160 
million can be reduced to below $150 million, the difference being in 
the estimate for fiscal year 1962. Further, we believe that the total 
U.S. expenditures to complete eradication programs in the 25 coun- 
tries, to the extent that U.S. support is required, will approach $180 
million by 1970. This assumes that these countries themselves can 
contribute some $31 million in foreign exchange over and above their 
present contributions to this program. 

The total cost of eradication in these countries would be $560 mil- 
lion, as follows: (1) U.S. dollar contribution, $180 million (this in- 
cludes contributions to the WHO and PAHO for worldwide activi- 
ties as well) ; (2) U.S.-owned or jointly-controlled local currency, $79 
million: ay’ pata foreign exchange contribution, $31 million; 
and (4) countries’ local currency contribution, $301 million. 

In the bilateral programs ICA has in the past financed all the 
foreign exchange costs. Recently we have been successful in prevail- 
ing on the Government of indlis to finance $2.5 million in foreign ex- 
change costs for this fiscal ye We hope to be successful in our 
negotiations with the other inti to obtain the total of $31 million 
in foreign exchange. 

It may prove necessary to proceed with bilateral eradication pro- 
grams in addition to the 25 countries noted above. For example, 
Pakistan to date has not found it possible to initiate its program of 
malaria eradication. The operation in Indonesia has been limited to 
the major islands. It may prove desirable to extend the program to 

the other islands. Korea, Surinam, and Turkey are also expected to 
request bilateral assistance. Before major expenditures in these other 
countries, the executive branch will develop and present a program for 
congressional review, probably in conjunction with the program and 
budget for fiscal year 1962. 


COMMUNITY WATER SUPPLY DEVELOPMENT 


The cngperavety water supply development program was first au- 
thorized last year; $1 million was allocated for fiscal year 1960, and 
$2.1 million is canded for fiscal year 1961. This program enables 
the United States to aid and assist governments in underdeveloped 
countries to create or strengthen national water authority institutions 
that they may plan, finance, and have constructed community water 
supply systems. We are assisting and stimulating nations ¢ and com- 
munities to mobilize and organize their own resources to establish 
business type and self- -sustaining ventures through sale of water or 
water rents. 
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Pure water is required to control diarrheal diseases which are 
among the most destructive communicable diseases in most of the 
underdeveloped countries. Pure water in adequate supply is essential 
to economic growth and for the health of the populations of these 
countries. This program is being coordinated on a worldwide basis 
with the World Health Organization. 

The allocation of special assistance funds in fiscal year 1960 and 
those proposed for fiscal year 1961 contemplate gr: ants to the World 
Health Organization and the Pan American Health Organization to 
enable them to carry out similar programs in countries where there is 
no bilateral program and to provide information of use to us in our 
bilateral programs, Although this program is only recently under- 
way, great interest has been expressed by the governments of the un- 
derdeveloped countries. Specific requests have already been submitted 
from Brazil, Ceylon, Costa Rica, Ecuador, Korea, Peru, and Yugo- 
slavia. With the exception of possible contributions to the multilat- 
eral organizations, we plan to phase this activity into normal country 
program processes for fiscal year 1962 


INTERNATIONAL MEDICAL RESEARCH 


The purpose of this proposal is to assist the World Health Organ- 
ization, WHO, develop and coordinate research on international 
health matters of concern to its 90 member states. 

The World Health Organization has proposed a program for 1961 
costing $2.7 million. Of this total the Director General is requesting 
the World Health Assembly to appropriate $750,000 from the regular 
budget, the remainder to be raised by contributions to a special 
account. The $500,000 proposed here would be to this special account, 
the remaining sum to be provided from contributions of other member 
states. The executive branch does not contemplate requesting funds 
for fiscal year 1962. With the assistance rendered by the United 
States in initiating this important program, we anticipate that future 
activities will be financed in their entirety from the regular budget 
of WHO. 

The Direcor General of WHO proposes the following allocation of 
funds for research: 50 percent, communicable diseases research; 30 
percent, cancer, heart disease, and nutrition research; 5 percent, 
human radiation studies; 8 percent, planning for additional research; 
7 percent, central administration in WHO. 


INVESTMENT INCENTIVE PROGRAM 


The sum of $2.5 million was allocated in fiscal year 1960 to enable 
the U.S. Government to respond more effectively and promptly to the 
requirements of underdeveloped countries for assistance in obtaining 
private investment capital $2 million is proposed for fiscal year 1961. 

This program is not a loan program. It does not provide capital 
for investment. This program assists these countries improve the 
climate for private investment, helping them to organize and build 
the institutional machinery for investment promotion, investment at- 
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traction, and investment financing. They are being aided in identify- 
ing investment opportunities and assisted in the preparation of basic 
information for consideration of those interested in equity capital par- 
ticipation and capital financing. 

These activities are not new. ICA and predecessor organizations 
have been working in this field since 1948. What is new is the greater 
emphasis now given to providing the private sectors of these coun- 
tries assistance, both directly and indirectly, through a special pro- 
gram. The assignment - a De sputy Director provides some indication 
of the importance which we attach to this program. 

The investment piesa program is designed to provide the 
mechanism and procedures for responding rapidly as requests and 
opportunities present themselves, without the waiting that would be 
entailed in building these activities into the normal country program 
process and « sve le. 

Clearly, the greater the role of private enterprise in these countries, 
ie less reliance that needs to be placed on governmental activity to 
achieve a given level of economic advancement and progress. 

The specifie types of activities under this progr: am. include the send- 
ing of experts to advise on improving investment laws, assisting in 
creating or strengthening investment institutions, training in invest- 
ment promotion. These activities are in the nature of technical as- 
sistance. In addition, this program provides funds for sending teams 
to make specific investment opportunity studies with the object of 
bringing about actual investment by a private enterprise in a given 
field or business activity. 

We have placed this entire program under the category of special 
assistance in order to provide greater flexibility, and, to identify for 
all to see the importance which the United States attaches to devel ‘lop- 
ment of private enterprise in the underdeveloped countries. 


CONCLUSION 


Mr. Chairman and members of this committee, this statement is 
intended to give you an a of the manifold activities carried out 
under special assistance. I did feel that it was desirable to provide a 
full treatment of these many programs and activities as a means for 
providing an appropriate basis for the discussion which will follow. 

Thank you, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Saccio. Gentlemen, the hour is late 
and I think we shall recess until tomorrow morning. We shall get 
into the questioning at that time. 

I am not sure that the rugged program we must follow in the 
days immediately ahead will please the members of the committee 
and the witnesses, but we have a definite date fixed to conclude the 
hearings. I have been served notice by the chairman of the full 
Committee on Appropriations to complete the hearings by a certain 
date. So, if you gentlemen will bear with me, we will try to com- 
plete these hearings. I know you would not want them abbreviated, 
any more than we do on this side of the table. 
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I shall talk with the chairman of the full committee again tomor- 
row morning about this. If he insists that these hearings be con- 
cluded on the date he gave me early in the week, then we are going 
to hold Saturday hearings, and, of course, hearings each evening and 
into the night, in addition to the morning and afternoon sessions. 

This Saturday we will have outside witnesses, so as to get them 
behind us. 

There will be either an extension of time to conclude, or we will 
just ask you to bear with the committee, because there is a lot of re- 
search going into these examinations. 

It has not been easy, and it has been very trying on the nerves of 
all concerned. 

So, please be prepared. You will not have to have all of the sup- 
porting witnesses here, just the main ones, so as to be able to give 
us the information we want. 

I shall discuss this with the chairman tomorrow morning, and we 
shall reach a decision tomorrow. 

We shall try to schedule the sections we will take up. 

The hearing is adjourned until tomorrow morning. 


Wepnespay, May 11, 1960. 


Mr. Passman. The committee will come to order. 

We will recess briefly while we wait for the arrival of Mr. Saccio, 
the witness who is to testify this morning. 

(A short recess was taken. ) 


PREVIOUSLY REQUESTED INFORMATION 


Mr. Passman. The committee will come to order. 

A day or two ago I requested certain information. I repeat the re- 
quest at this time: 

What is the number of new contracts proposed to be entered into in 
the fiscal year 1961 ? 

What is the estimated cost of these new contracts in the fiscal year 
1961, and projected to completion ? 

How many of the new contracts will be with universities, engineer- 
ing firms and nonprofit institutions, such as the Governmental A ffairs 
Institute ? 

What is the estimated unexpended balance by categories as of June 
30, 1960 ? 

We need that information as quickly as we can get it, as I have al- 
ready indicated. 

Mr. Murreuy. I know the material you referred to first is prepared 
because I saw it in handwritten form yesterday at noon. I do not 
know whether it has been typewritten yet. It was requested as an 
insert. I believe it was probably put in the transcript. 

Mr. Passmay. It is all right to put it in the transcript. It was sup- 
posed to be given to the chairman . I thought I indicated it was 


to be used for an important purpose. 
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Mr. Murreny. J do not remember that, Mr. Chairman. 

Mr. Passman. If I may receive that information I will be grateful. 
I think I asked for it Monday morning. 

Mr. Murruy. With respect to the unexpended balance, Mr. Chair- 
man, we are doing a thorough review of our forecast in light of our 
expenditure experience through the end of March, and we want to 
give you our best judgment on the matter and that will take us an- 
other day. 

Mr. Passman. Are the indications that it is going to be more ? 

Mr. Murreuy. At first glance it appears our calculations that were 
made in the fall are reasonably sound, and at this moment I would 
know of none we would depart from. I would rather not give you a 
hasty answer. We are having each item analyzed. 

Mr. Passman. We shall await the information. 

Mr. Murrny. I am sure there will be no major departure. 

(The information referred to appears on p. 3079.) 

Mr. Passman. We shall consider this morning special assistance. 

I might say, gentlemen, that to a very large extent the recommenda- 
tions of this committee and the way we appropriate are frequently 
ignored, and if the policy continues in that direction something needs 
to be done to change it. 

First, the 1960 appropriation for special assistance was $245 million ; 
is that correct ? 

Mr. Murrny. Yes, it is. 


JUSTIFICATION MATERIAL FOR SPECIAL ASSISTANCE 
Mr. Passman. We shall insert pages 11, 12, and 13 in the record at 


this point. 
(The pages referred to follow :) 
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Agricultural commodit 


Composition of nonproject assis 


[In thousands of dollars] 


mmodities and other 


lance 


Program 


nate, fis- 


year 1960 


Proposed, fis- 
cal year 1961 


60, 215 54, 184 40), 500 

Surplus 41, 82¢ 33, 742 15, 500 
Other 18, 389 20, 442 25, 000 
Industrial commodities tota 34, 022 8, 700 24, 500 
Raw materials and fue 12, 3t 12, Si 6, 800 
Machinery and equipment__- 17, 192 11, 300 8, 600 
Other industrial commodities 4, 463 2, 550 9, 100 
Cash transactions 95, 687 86, 200 80, 554 
Other 14, 345 4, 20) 2, 500 
Total nonproject assistance: 204, 269 1, 289 148, 054 


FISCAL YEAR 1961 


REQUEST 


Mr. Passman. What will be the amount of the decrease under special 


assistance for the 


fiscal year 1961 4 


Mr. Saccio. Our request is for $268,.500.000. 
Mr. Passman. You are asking for an increase of $23.5 million for 


special assistance for the fiscal year 1961 / 


Mr. 
Mr. 


Murpnuy. 


That is right. 


The authorization bill 


Passman. We are interested now in the appropriation bill. If 


you are going to pin your hopes on the authorization bill we shall go 
into that at this time. 


Mr. Saccio. I covered that part in my statement on page 3. 
Mr. Passman. Your statement, read to us only last night, was quite 


lenoth 


The 1960 authorization for this category was $247, 


jy. 


500.000. 


Mr. Murpny. Yes; that is correct. 
Mr. Passman. And the Congress appropriated $245 million ? 
Mr. Murrny. That is correct. 
PROGRAMING IN EXCESS OF AUTHORIZATION 
Mr. PassmMan. You are programing $259,575,000 / 
Mr. Saccrio. That is right. 
Mr. Passman. From where did the additional funds, in the amount 


of $14,575,000, come / 
Mr. Saccio. Those came from other funds appropriated. 


Mr. Passman. What other funds? 
Mr. Saccto. The contingency fund; that is, under the jurisdiction 


of Mr. Dillon, the Under Secretary. 
Mr. Passman. I thought it was all under his jurisdiction ? 
Mr. Saccto. What I mean to say there is—— 


Mr. Passman. Is this any more under his jurisdiction than any of 
the other appropriations? 
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Mr. Saccto. There is a difference in the sense that the contingency 
fund is immediately allocated to the coordinator. 

Mr. PassMAn. Immediately allocated to the coordinator ? 

Mr. Saccro. Yes. 


DATE OF TRANSFER FROM CONTINGENCY FUND 


Mr. Passman. On what date did you transfer funds out of the con- 
tingency fund to special assistance ? 

Mr. Saccrto. This is done at various times. 

Mr. Passman. I want to know the dates you transferred this $14,- 
575,000. 

Mr. Saccro. I think that will have to be broken down. 

Mr. PassmMaAn. Please start breaking it. 

Mr. Saccio. Well—— 

Mr. Mosster. We have already given you an insert on it. 

Mr. PassMan. We want the information now, because we are dis- 
cussing special assistance. 

Mr. Mosster. Right. This was approved as a firm requirement by 
the MSP coordinator in January. 

Mr. Passman. When did you have the money available for special 
assistance ¢ 

Mr. Mosster. Whenever the act 

Mr. Passman. What date, please ? 

Mr. Mosster. I do not recall the exact date the bill passed. 

Mr. PassmMan. Mr. Murphy ? 

Mr. Murpny. September 28, 1959, was the date the President signed 
the bill. 

Mr. Passman. Three or four months thereafter, when you were less 
than one-third along in the fiscal year, you were transferring out of 
the contingency fund over to special assistance ? 

Mr. Murrny. Yes. 

Mr. Passman. Had you obligated all the funds out of special assist- 
ance before transferring this over ¢ 

Mr. Murrpny. No. 

Mr. Passman. Which means that, in effect, you were just nullifying 
the act of this committee and the ( ‘ongress ¢ 

Mr. Murpny. No: it does not mean anything of the kind. 

Mr. Passman. That is your opinion. I have another opinion. You 
still had funds in special assistance you could obligate, but you started 
dipping into the contingency fund. The gentleman testified earlier 

that out of the contingency fund you transferred funds the very 
same day you set up your regular appropriations. 

Mr. Mcrrny. Mr. Chairman, there is a difference between obligat- 
ing and programing. If we sit down to work out a batch of pro- 
grams and compute the requirements under an account, and arrive 
at a determination that total requirements are greater than the total 
amount in the appropriation—— 
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CONGRESSIONAL INTENT IGNORED 


Mr. Passman. You ignored the Congress. The Congress did the 
same thing. If you placed your wisdom above that of the Congress 
let it remain in the record as such. We are going to try, however, to 
tighten this up. 

You testified earlier as to the day you allocated certain funds from 
the regular appropriation, and on that same date you transferred 
funds out of the contingency fund, to nullify the acts of the Congress, 
without waiting to see whether or not you could go through the year 
without additional funds to the account. 

Mr. Murreny. Mr. Chairman, you said that I was entitled to my 
opinion. 

Mr. Passman. Go right ahead. 

Mr. Mcreny. And you are entitled to yours. I would prefer you 
would not = words in my mouth. I do not believe you can find that 
I testified that money was transferred to “nullify” the intent of 
Congress. 

Mr. Passman. You may not have used the word “nullify,” but you 
stated you had transferred funds out of the contingency fund which, 
in effect, offset the actions of Congress when it reduced other accounts? 

Mr. Mvrprrry. I also testified at the same time that there was ample 
evidence in the legislative history, and in the hearings, and in the 
reports of the congressional committees concerned, that the contin- 
gency fund was used as a matter of routine. It was used for such 
purposes and would again be used for such purposes. 

Mr. Passman. Did you wait until you had discovered you could 
get through the year without it? The Congress had just expressed 
its views in writing the appropriation bill and by making reductions 
in these categories? As soon as the funds became available you used 
them immediately, to fill up some of the reductions made by the 
Congress. 

Mr. Mvurrny. Mr. Chairman, I tried to explain this earlier when 
you interrupted me. If you will just let me finish my explanation I 
think we might come to a meeting of the minds on exactly what hap- 
pened. We might not agree it was appropriate but we can agree on 
what happened. 

When we sat down to program out the funds that were appropriated 
by the Congress in the fall of the year, October and November, and 
analyzed the requirements 

Mr. Passman. I want the firm date, as you are putting your opinion 
above that of the Congress. 

Mr. Mureny. I am not. Again I say I am not placing my opinion 
above that of the Congress. You have already indicated that I was 
entitled to an opinion, and T do have an opinion but I do not place 
it above that of the Congress. 

T do hope that you will consider it in arriving at your determina- 
tions as to whether or not the executive branch acted precipitately in 
this matter. When we sat down to program out the requirements in 
terms of the available funds in the various accounts we arrived at a 
determination, which was approved by Mr. Dillon. TI think it was 
November 5, but I will correct that for the record if you will permit it. 
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It was readily seen at that time that in “Defense support” and in 
“Special assistance” the funds appropriated would not meet all the 
requirements that the executive branch faced. 

Mr. Passman. How did you know, when the funds had just become 
available? You had not started operating on the new fiscal year. 

Mr. Murrny. The new fiscal year at this point was over 4 months 
old. 

Mr. Passman. You did not have the funds available, though. 

Mr. Mureny. But we do not wait, Mr. Chairman, until the Presi- 
dent signs the appropriation act to be doing the job of calculating re- 
quirements. 

Mr. Passman. We are not going to filibuster. 

Mr. Murruy. You have not allowed me to answer the previous 
question. 


ALLOCATIONS MADE FROM CONTINGENCY FUND AND REGULAR 
APPROPRIATION AT SAME TIME 


Mr. Passman. We are not going to filibuster this morning. Did 
you allocate the funds out of the cont ingency fund for “Defense sup- 
port,” to which you just referred, at the same time you allocated from 
the regular appropriation for * Defense support” 

Mr. Murpny. Yes. 

Mr. Passman. That is all I want to know. 


PROGRAMS RECEIVING FUNDS NOT JUSTIFIED TO CONGRESS 


What new countries, or programs, if any, received special assist- 
ance funds that were not justified to the Congress last year, Mr. 
Saccio ? 

Mr. Saccto. I would like to direct myself to that. We have here 
what are called the changes that were instituted in January 1960, and 
I will direct myself to a few examples here. 

For instance the amount allocated to Israel, January 1960, was $7.5 
million. 

Mr. Passman. You did not testify for that during the hearings last 
year ¢ 

Mr. Saccro. We testified that the executive branch was not making 
any plans to provide for assistance to Israel. This was not received 
favorably by the Congress. We were told by the authorizing com- 
mittees particularly they were anxious that we continue our assistance 
to Israel. 

Mr. Passman. Nevertheless, even though it was not looked upon 
favorably by the Congress you did make an allocation ? 

Mr. Saccto. The Congress told us we should make this allocation. 

Mr. Passman. Did you justify by any testimony before this com- 
mittee funds for the project ? 

Mr. Murpuy. We said none were needed. 

Mr. PassmMan. But at a subsequent date you did transfer funds? 

Mr. Saccrto. At the request of the Congress. 

Mr. Passman. What new countries or programs, if any, received 
special assistance? I do not have to be lectured. Give us the countries 
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and the programs which received special assistance that were not 
justified to the Congress. That is all we want to know. 

Mr. Saccro. Iceland, Guinea, Liberia, Morocco, Israel, which I 
have just mentioned—and these were countries that were added to 
from the contingency fund for these programs. 

Mr. Passman. What was the total amount, Mr. Saccio? 

Mr. Saccro. $14.663 million at the time of the present: ition. 

Mr. Passman. What is it to date? 

Mr. Saccro. There were changes in March of $11.238,000 additional. 

Mr. Passman. Additional ? 

Mr. Saccro. Yes; that is correct. 


Mr. Passman. Through March do you contemplate any additional 
allocations to projects, or programs, you did not justify to the Con- 
gress? 

Mr. Saccro. I misunderstood the question. I will have to divide 
this list between those countries in which we did not either expect to 
have a program, or if we did expect to have a program we did not 
know the magnitude of it, and on the other hand those which were 
countries where we had programs and to which we added from the 
contingency fund. 

Mr. Passman. What we are trying to establish for the record is the 
number of new countries and the programs which received special as- 
sistance funds that were not justified to the Congress last year. 

Mr. Saccto. Iceland, Guinea, and Israel. The executive branch did 

not take the position we should have a program there and we did 
it at the request of Congress. 
Mr. Passman. We are interested in what you justified, Mr. Saccio. 
Mr. Saccro. That is right. UAR and the West Indies and _ also 
——. On UAR, though, we had not proposed any program for the 
fiscal year 1960 in the presentation—— 

Mr. Passman. We have gone over that very 
your coming. 

Mr. Saccio. I believe we indicated we were cone to have to draw 
from the contingency fund. 


thoroughly, prior to 


PROGRAMS RECEIVING FUNDS IN EXCESS OF AMOUNT JUSTIFIED 

Mr. Passman. What countries and programs received funds in ex- 
cess of the amount justified last vear ? 

Mr. Saccto. I have this list here showing the request we made of 
Congress and the actual programing. 

Mr. Passman. I am speaking now in excess of 
appropriated. 

Mr. Saccto. IT am going down this list because there 
where it is less, and I am just 
more. 


what the Congress 


are many 
going to give you the ones where it 1s 


Mr. Passman. Those are the ones we want to know. 


Mr. Saccto. Ieeland. 


Mr. Passman. The question you are answering are those countries 


that received funds in excess of the amount testified for last year for 
which Congress appropriated funds. 
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Mr. Saccro. The reason I mentioned Iceland in both eases is be- 
hot | cause there is a minimum amount of $100,000 in there. Morocco. 
Israel is already on the list because we do not have the program 
nT} there—and Burmaand Haiti. That is it, sir. 
to 
ISRAELI PROGRAM 


Mr. Passman. Time will not permit going into the reasons, but we 

might take a minute here. On page 24 of your statement you have 

val, | “classified.” and this has to do with Israel: . Would that also 
apply last year to this country ‘ 
Mr. Saccro. That is our view. 


nal Mr. Passman. Is what I have just read into the record classified ? 
on- Mr. Saccio. Yes. 

Mr. PassmMan. Why would that be classified / 

ide Mr. Saccio. Mainly because I think this sort of a discussion is the 


to kind of a discussion that the executive branch would have with Con- 
not gress in confidence. 


ere (Discussion off the record. ) 
the Mr. Saccio. This is our view, and we do not want to get into a dis- 
pute about it. 

the Mr. Passman. Off the record. 

as- (Discussion off the record. ) 

wt Mr. Saccro. Very well. 

lid | Mr. Passman. Is not that absolutely ridiculous, that we are carry- 

lid ing this program so far we are appropriating money to nations where 

; it cannot be justified on the basis of current economic need 4 

‘10. Mr. Saccro. We have cases of that kind. As you will recall 

lso | from my statement I mentioned - and 

the Mr. Passman. Is that also classified / 

: Mr. Saccro. That is what I said in connection with it. 

to Mr. Passman. I am asking you the question—is that also classified 4 
Mr. Saccro. I will check back. 

LW Mr. Passman. I cannot commit a 48-page statement to memory. 


Mr. Murruy. That is classified. 
Mr. PassMAN. You mean there is no current economic justification 
for that appropriation. 


Mr. Murriy. He said, “*————.” 
Mr. Passman. And yet you are asking for money. 

Mr. Mureny. Only from an economic standpoint. 
of Mr. Passman. Is that not a break from our fixed policy in the past? 
d Mr. Murprry. No, sir; it is not. 
= Mr. Passman. I hope that remains in the record. 

Mr. Anprews. May Lask a question? Off the record. 
ny (Discussion off the record.) 
is 

PROGRAM CONTINUED WHERE NO ECONOMIC JUSTIFICATION 

| Mr. Awnprews. You cannot economically justify spending this 
les money 1n ¢ 
or Mr, Saccro. Economie justification for giving this assistance is not 


a very strong one. You could use it economically and properly but 
we feel as far as assistance to these two areas is concerned the priori- 
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ties for assistance are extremely low except for reasons of political and 
diplomatic policy 
Mr. Anprews. Is that the concensus of the top echelon of ICA? 
Mr. Saccio. This represents the executive branch’s position. 
Mr. Anprews. Why are we spending money in these two places ? 
Mr. Sacco. One of our objectiv es in West Berlin stems from very 
definite foreign policy reason, sir. Our intention is to indicate to the 
people in West Berlin we are backing them up in this moment of 


crisis when they obviously are under tremendous pressure from the 
Soviet Bloc. 


( Discussion off the record.) 

Mr. Passman. If the time ever comes in this grandoise worldwide 
program, if our resources hold out, that we can get these countries to 
the point where there is no economic justification for the money, then 


it will continue to be a program of dollar diplomacy to help them, any- 
way; is that the trend as you see it ? 


Mr. Saccro. I would not call it a trend. 
Mr. a AN. It is being done. 

Mr. Saccro. It is being di me where, in our forei ‘ign policy decisions, 
we feel we have to support some of these nations in a diflic ult position. 
Mr. PassMan. Whether they can justify it economically or not? 

Mr. Saccro. Whether we feel that the economic reasons for it have 
high priority. 
Mr. Passman. That is not what you said here. 
program ———. Now you use a priority criteria. 
Mr. Saccto. I will go ‘back tomy original statement. 


You said that this 


UNOBLIGATED BALANCES 


Mr. Passman. What is the anticipated amount of unobligated funds 
on June 30, 1960 ? 

Mr. Mureuy. We estimate no unobligated funds. The fact that 
we had to supplement this account from the contingency fund—— 

Mr. Passman. I think these accounts are being shuffled around, 
whether they are sound obligations or not, or whether the projects 
have been firmed up to the point where they should be justified. It 
looks as if the stock answer for this entire program is there will be 
no unobligated funds. I do observe your unobligated funds in the 
past, and your unexpended balance on June 30 this year would be 
almost the same amount as the unexpended balance in prior years. 

Mr. Saccro. Slightly less. 

Mr. Passman. I said approximately. 

Mr. Murrny. May I comment on that unobligated balance business 
because again I want to be sure we are being fully responsive to the 
committee. 

In the multitude of accounts that we handle under this program we 
look at each one individually and examine the requirements against 
the available resources and against the program that is approved to 
be implemented, and we come to a conclusion in individual accounts 
that the unobligated balance will probably be zero, or thereabouts. 
Nevertheless our experience has shown over the years that because 
of the multitude of accounts there are small balances in individual 
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accounts which, when added together, might amount worldwide to a 
figure of several million, but there is no way a reasonable person can 
sit down and project that in advance of the end of the fiscal year and 
the closing of the books. 


TECHNICAL AID DEOBLIGATIONS 


Mr. Passman, Neither can you project the large amount of deob- 
igations that may follow, especially in technica] aid. 

Mr. Murruy. There we can say we firmly believe that the experience 
of 1960 and 1961 will demonstrate that insofar as the funds for those 
years are concerned, as a result of the action by the Congress in en- 
acting 517 and the action of ICA in putting in a new procedural re- 
quirement last July, that the deobligations will be substantially 
reduced. 

Mr. Passman. You had already built up deobligations in technical 
aid alone of approximately $5 million as of February of this year. 

Mr. Mourruy. They were prior year funds, Mr. Chairman, and you 
will have to await fiscal years 1961 and 1962 in order to assess the 

performance, 
DEFENSE SUPPORT OBLIGATIONS 


Mr. Passman. I am looking at defense support, to show you how 
you are obligating your funds, where you had $695 million. Then 
with your unobligated balances brought forward you wound up with 
S698 million. When I look down the list of allocations you have ob 
ligated S698,202,000, it would appear to me. 

Mr. Murruy. That is not obligations; that is approved programs. 

Mr. Passman. You bring them under allocations. 

Whiat is the unobligated in defense support ‘ 

Mr. Murry. As of April 304 

Mr. Passman. Let us project it. 

Mr. Murpeny. Projected through June 30, we anticipate nothing. 

Mr. Passman. Zero, and you even brought in the odd dollars here, 
to wipe the account completely out, according to the schedule I am 
using. 

Mr. Murrny. That isthe program approval schedule. 

Mr. Passman. Let us see if it is verified. You do not anticipate any 
unobligated balance in this account on June 30 4 

Mr. Murrpny. Qualified according to my previous statement. 

Mr. Passman. Is that correct? You do not anticipate any unobli- 
gated balance / 

Mr. Murreny. We cannot project a figure. There may be some 
dribbles and dabs in some individual accounts that cumulatively would 
not amount to any considerable sum. 

Mr. Passman. If any? 

Mr. Murpny. If any. 


SPECIAL ASSISTANCE UNLIQUIDATED OBLIGATIONS 


Mr. Passman. What is the amount pa the estimated unliquidated 
obligations in special assistance on June 30, 19604 
Mr. TENNANT. $337,845,000 on June: 30, 1960. 
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special assistance. 
Mr. Tennant. Slightly over a year. 
Mr. Passman. Let us see how slightly. 
Mr. Tennanv. 14.2 months, using the e xpenditure rate for 1960. 
Mr. Passman. Let us project it, if we may. That is to June 30? 
Mr. TENNANT. Yes. 
Mr. Passman. It will give you a 14 months’ pipeline in special 
assistance ? 
Mr. Tennant. That is correct. 


LOCAL CURRENCY AVAILABLE FOR OBLIGATION 


Mr. Passman. What is the total amount of local currency and 
counterpart funds available for obligation by mutual security pro- 
gram agencies in the fiscal year 1961 ? 

Mr. Murpniy. $1.849 billion available for obligation or commitment 
during the fiscal year 1961. That consist of all country-owned plus 
U.S.-owned local currency. 

Mr. Passman. $1.849 billion available for obligation or commitment 
during fiscal year 1961. That consists of counterpart and U.S.-owned 
local currency ; $1.849 billion will be available ? 

Mr. Murrny. Actual obligations or commitments during fiscal yeat 
1961 are estimated at $1.344 billion which would leave $506 million 
unobligated or uncommitted at the end of the fiscal year 1961. 

Mr. Passman. As Mr. Rhodes just returned to the room, I believe 
he would like to hear this. I shall ask the question again. 

What is the amount of local currency and counterpart funds avail- 
able for obligation by mutual security program agencies in the fiscal 
year 1961? 

Mr. Murpny. I gave an estimate of $1.849 billion equivalent, and 
I further said that our estimated obligations or commitments during 
the year are $1.344 billion which would leave unobligated or uncom- 
mitted at the end of the fiscal year 1961, $506 million. 

Mr. Passman. That is in addition to the $4.175 billion ? 

Mr. Murrenuy. That is in addition to the $4 billion. 

Mr. Passman. In what countries, and in what amounts, do you 
have proposed projects for special assistance for the fiscal year 1961! 

Mr. Saccro. The countries that are listed here under special assist- 
ance. 

NEED FOR RESERVE 


Mr. Ruopes. Before you leave that point could I ask a question? 

Why does the administration feel the need for such a large bank of 
unexpended and - allocated funds for this program ? 

Mr. Murrny. I do not believe, Mr. Rhodes, it is fair to say the 
administration feels the need for it. The vast bulk of these funds 
that I refer to are generated as a result of sales of agricultural sur- 
pluses under title I of Public Law 480, and as you are undoubtedly 
aware, many of those sales programs are motivated by other reasons 
than the reason of giving assistance to the countries. We take those 
local currencies which are earmarked under the sales agreement for 


Mr. Passman. There is over a year’s pipeline in this one account, 
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assistance to these countries and ICA is the programing agency, the 
responsible programing agency. This estimate that I have given 
here is an Indication of how much of this year’s unobligated, plus 
next year’s deposits would not have reached the stage where signed 
prograin obligations will have been recorded by June 30, 1961. 

Mr. Ruopes. The figure you gave for the unoblig: ited portion was 

8506 million at the end of the fiscal year 1961 4 

Mr. Murpnuy. Yes. 


CONTINGENCY FUND TRANSFER 


Mr. PassMan. I might state that under “Special assistance” the 
Congress appropriated last year $245 million. Nevertheless, ICA 
transferred out of the continge ncy fund an additional $14.575 million, 
so they have a planned program for $259,575,000 for the fiscal year 
960; and, according to my thinking—and every Member has a right 
to his own opinion—they nullify the recommendations or the acts of 
the Congress. 

Mr. Gran. I think it should be made clear here two points: One 
is that these transfers were made by the coordinator of the mutual 
security progr um; and secondly, that ‘these transfers were for argo 
for whiel h the continge Ney fund was established. We discussed : 
some length for example the case of which was not phobia 

»the committee. 


ALLOCATION MADE WHEN NO ECONOMIC NEED EXISTS 


Mr. Passman. And they said - had no grounds on the basis 
of current economic need: but vou did, nevertheless, transfer out of 
the contingency fund over to “Special assistance” and made alloca 
ion to ————_- . 

Mr. Saccio, At the request of Congress, the authorizing committees. 

Mr. Passman. This committee / 

Mr. Saccio. The authorizing committees. 

Mr. Passmanx. They transferred funds out of the contingeney fund 
over to “Special assistance.” and made a grant to a nation for which 
the ICA did not feel they had grounds on the basis of current economic 
need; but because another committee of the Congress requested it, 
they made the allocation. Is that my understanding? 

Mr. Saccro. We had testimony before the House Foreign Affairs 
Committee and the Senate Foreign Relations Committee. We gave 
the executive branch’s position. We were advised by both committees 
that it seemed to them almost essential in their view that—— 

Mr. Passman. The committees’ views / 

Mr. Saccto. Yes. The Foreign Affairs Committee of the House 
and the Senate Foreign Relations Committee. 

Mr. Ruopres. What country is it ? 

Mr. Saccio. ——— . 

Mr. Passman. And another one. 

Mr. Murpny. The other one did not fall in the category of urging 
by Congress. 

Mr. Passman. There was no economic justification, but you trans- 
ferred funds? 


53909—60—pt. 247 
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Mr. Murpny. Yes. 

Mr. Passman. Have we reached the point in this program where, 
after spending billions of dollars in a country and, in the wisdom of 
the ICA officials, there is no longer any grounds for economic need, 
if the legislative committees of the Congress ask you to make an al- 
location you do so on the basis of their recommendations, even though 
you do not believe there is any economic justification? I am asking 
a very serious question that to me takes us rather far afield. I am 
just wondering how far such a program could go. 

Mr. Saccio. There was an extended discussion on this problem be- 
tween the main witness of the executive branch, Mr. Dillon, and the 
committees involved on this. I would say that the arguments on both 
sides were both economic and political. The representation was made 
on the other side of the position that ———— was just as much in need 
of assistance of this kind as she had been in the past. It was our par- 
ticular view in ICA, which was confirmed generally in the executive 
branch, that ———— could get along without our assistance for that 
year and possibly for this year. In the course of this discussion the 
various factors were discussed, and the committees indicated they 
felt that the U.S. position should be that of continuing assistance 
to ———~ for very definite, I may call, political reasons at that. par- 
ticular time. The same sort of reasoning has applied to situations 
such as in Spain, and we must remember that the Mutual Security 
Act, though it operates through economic programs, has an essential 
and ultimate broad political purpose to accomplish certain things 
which we fee] important to our position in the world. 

Mr. Passman. Mr. Saccio, this committee has had e xper lence in the 
past of acts of political appeasement on the part of ICA. I do recall 
that the Netherlands, which is not an underdeveloped country, asked 


for a development loan out of the DLF to build a housing project | 


down in Australia. It was turned down. Almost hofone the week had 
passed the Department reversed its decision and made a loan, and 
later a they had turned it down but at a subsequent date 
approved the loan. If there is a trend in this program that when we 
finish allocating funds on an economic basis, then we are going to 
continue the program on the basis of granting economic aid when 


there is no justification because some committee of the Congress or 


some individuals in the Congress decide they want some favor ex- 
tended to a nation, and you make an allocation, I hope it will be 
reversed ; if it is not we will completely lose control of this program. 

Mr. Saccro. I suggest, Mr. Chairman, that the definition of special 
assistance includes not only the purpose of economic stability and pos- 
sible economic development, but also to maintain or promote a 
stability. I am not an expert, nor do I purport to be an expert, 1 
foreign affairs, but it seems to me we have to recognize that we are 
dealing with an act that intends to create very positive economic re- 
sults wherever we can. But the ultimate objective of this act is to 
advance the interests of the free world and the United States, and 
this, sir, I would say is the important criterion on which we judge 
these programs. There are countries where economic need is great 
but still the political need to act is not great. 
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DOLLAR DIPLOMACY 


Mr. PassMan. Then it could truly be called dollar diplomacy ? 

Mr. Saccro. No, dollar diplomacy was something different as I read 
my history. It was Philander Knox that used that term. 

Mr. Passman. But from the testimony we have heard this morn- 
ing, would that term not be as apropos today, as in those days ? 

Mr. Saccro. I should say not, because dollar diplomacy was char- 
acterized, if I remember my history, as the purpose that would ad- 
vance the dollar interests of the United States, which means going in 
these countries and developing industries in the interest of those peo- 
ple from the United States going into these countries and not in the 
interest of the people of the particular country. 

Mr, PassMaAn, ro us change it, and call it the New Deal dollar 
diplomacy. 

Mr. Saccio. I will pass that one, sir. 


ADDITIONAL TRANSFERS FROM CONTINGENCY FUND 


Mr. Mureny. Mr. Chairman, to avoid any surprise, I want to check 
with you on the numbers again. 

Mr. Passman. What numbers / 

Mr. Murpeny. The numbers you cited when Mr. Rhodes came back 
in the room. Those numbers are correct Insofar as the presentation 
book is concerned. However, testimony has already been introduced 
that those numbers are already out of date and the amount trans 
ferred for special assistance from the contingency fund is $25,901,000 
and not the $14 million the book shows. 

Mr. Passman. You have transferred additional funds to special 
assistance from the contingency fund, in addition to those shown in 
the book ? 

Mr. Murruy. Yes. Mr. Tennant said durmg March and April 
there were additional allocations. 

Mr. Passman. What is the total amount transferred to special 
assistance from the contingency fund for fiscal 1960 ¢ 

Mr. Murpeuy. $25,901,000 from the contingency fund. 

Mr. Passman. Have you transferred money from any other fund 
to special assistance ¢ 

Mr. Murrny. No, but $245 million new money was appropriated 
and $1,062,000 of unobligated funds was carried forward, so the 
grand total is $271,963,000. 

Mr. Passman. Which was what amount in excess of the amount 
Congress appropriated ? 

Mr. Murpny. $25,901,000 higher. 


EXPENDITURES IN EXCESS OF CONGRESSIONAL AUTHORIZATION 


Mr. Passman. Did you, by chance, spend more money in this 
account than Congress authorized ¢ 

Mr. Murpny. Yes. 

Mr. Passman. You actually spent more money in this account than 
Was authorized by the Congress 4 
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Mr. Merpny. Yes, if by “spend” you mean to program funds there- 
by making them available for expenditure. 

Mr. Passman. How much more did you spend in this account than 
the Congress authorized ¢ 

Mr. Murruy. Congress authorized $247.5 million new funds for 
1960, so that would be about $24 million. 

Mr. Passman. You actually spent more than the Congress author- 
ized and more than the Congress appropriated ¢ 

Mr. Murruy. In special assistance, but not beyond the legal author- 
ity of the executive branch to program and spend. 

Mr. Passman. I think I have commented often enough concerning 
that situation. 

Mr. Murpnuy. Of course it is the law, Mr. Chairman, and we have 
to consider our actions legal or illegal under that law. 

Mr. Passmayn. It was very cleverly written, so I should be com- 
mending you, rather than e ondemning you. 


NEW POSITIONS 


What is the number of new positions requested in fiseal vear L961! 

Mr. Saccro. You mean as to special assistance ? 

Mr. PassmMan. Yes. 

Mr. Saccro. We have 89 for this fiseal vear and we are asking for 
105 in 1961 under direct hire, and under contraet we have 338 for 
this fiscal year and are asking for 523 for fiscal vear 1961. 


CONTRACT SERVICES 


Mr. Passman. Under contract, how many did you have in fiscal year 
L960 7 

Mr. Saccio. 338. 

Mr. Passwan. And how many are you asking for in fiscal 1961! 

Mr. Sacctio. 5235. 

Mr. Passman. You are asking for almost a 100-percent increase In 
contract services / 

Mr. Saccio. About 60 percent. 

Mr. Passman. You are asking for more than 100-percent increase; 
are you not ¢ 

Mr. Saccro. From 338 to 523. 

Mr. Passman. Why is there an increase of over LOO percent in con- 
tract services’ The first question asked was the number of new posi- 
tions, and you gave 205. The second question was, Why is there an 
inerease of over LOO percent in contract services 7? 

Mr. Granv. Sir, we can see this as we go through country by 
country. 

Mr. Passaran. I do not have the capacity, perhaps, to follow this 
as vou do. I refer you to page 11: and, if you will, try to tell me 
why you have over a 100-percent Increase in contract services. 

Mr. Tennant. Mr. Chairman, I believe that increase is 185 rather 
than 205 in positions. 

Mr. Passman. Thank you. Now, can you answer the question as 
to why you have over a 100-percent increase in contract services! 
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Mr. Saccio. I do not think I have it entirely clear in my mind, but 
] think it is mainly due to the need of increasing the sort of services 
we have to use in this program on a contract basis rather than the 
prior operation. 
AFGHANISTAN 


The biggest increase in this amount will be as shown on page 145 
in the contract services required in Afghanistan, where we have fairly 
large projects. You can see there will be million in 1961 in 
Afghanistan, 

Mr. Passman. What was it in 1960 for Afghanistan 4 

Mr. Saccio. The amount that we had programed was $3.6 million 
for 1960. 


On page 140 there is $688,000 contract services. against - for 
L961. 
Mr. Passman. You have possibly an percent increase in this 


country ; do you not ¢ 

Mr. Saccro. It isa substantial increase. 

Mr. Passman. Would you say more than substantial, jumping from 
S6S8.000 to — -¢ 

Mr. Saccio. Yes. This represents the actual carrying out of the 
contracts of air transport and the roads. 

Mr. Passman. I want to correct my figure. I believe you have about 
a percent increase there. 

Mr. Saccro. The percentage is high, 

Mr. PassMan. Sir? 

Mr. Saccro It is high. 

Mr. Passman. It looks like about — percent increase. 

Mr. Sacco. But this represents a program which is in effect the im 
plementation of four major projects in Afghanistan, 

Mr. PassMan. Is this sheet classified, where you have about a 
percent increase / 

Mr. Saccio. Where the 1961 figures is, it is. 

Mr. PassMAn. Does your book show it is classified 4 

Mr. Saccro. Yes. 

Mr. Passman. I will not be able to remember all this. 

Mr. Saccto. Where it is shaded it is classified. 


BURMA 


The second major increase is in Burma, where you have zero in 1960 


and -millionin 1961. That is on page 218. 
Mr. Passman. Is that classified / 
Mr. Saccro. The — -million is classified. 


Mr. Passman. The zero is not classified but the 1961 figure is clas 
sified / | 

Mr. Saccio. Yes. 

Mr. Passman. What page is that on? 

Mr. Saccto. Page 218. 

Mr. Anprews. May I ask a question, Mr. Chairman ? 

Mr. PassMan. Yes. 
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REASON FOR CLASSIFICATION 


Mr. Anprews. We were told several years ago that the reason the 
amounts for each country were classified was because of the fact the 
disclosure of the amounts might have a tendency to cause hard feel- 
ings or jealousy between the countries if it were known what each 
country was getting. Is that the reason for the classification ? 

Mr. Saccio. That is part of the reason. The major reason, to my 
mind, of classifying these is because we have not even gotten it from 
Congress. 

Mr. Anprews. And I think they said in addition another reason 
for the classification was to try to keep down lobbying on the ICA 
members. In other words, the reasons for the classification were to 
keep down lobbying and to avoid jealousy between the countries? 

Mr. Murenuy. And another reason is to preserve the U.S. negotiat- 
ing position vis-a-vis the other governments. 

Mr. Passman. And Mr. Saccio said it was because you have not 
gotten the money from the C ongress. The way you are handling this, 
it does not seem it makes any difference if we give it to you or not; 
because you have obligated even more than the C ongress authorized, 
not to mention more than the Congress appropriated. 

Mr. Saccro. I have not said anything on that subject because I 
thought Mr. Murphy’s answers and Mr. Grant’s answers were suffi- 
cient, but I do not agree with that. I think we were perfectly 
right 

Mr. Passman. You do agree that you obligated $25 million more 
than the Congress appropriated, and about $10 million more than 
the Congress even authorized under this particular account; do 
you not# 

Mr. Saccro. No, I do not. 





DISCUSSION OF POLICY OF TRANSFERS FROM CONTINGENCY FUND TO 
SPECIAL ASSISTANCE 


Mr. Passman. You transferred out of the contingency fund over 
into special assistance an amount exceeding this particular appropria- 
tion by some $25 million? 

Mr. Saccro. With the full knowledge of Congress in advance. 

Mr. Passman. Then, what would be the purpose of this committee 
laboring through months of hearings and Congress passing the legis- 
lation if we knew in advance that if we reduced the appropriation you 
would nullify it, by transferring funds from another account ? 

Mr. Saccro. Mr: Chairman, I think if the prior testimony were re- 
viewed it would be quite clearly shown that when we request funds 
for special assistance it is with the understanding that at the time we 
go into the business of determining just what we should do in these 
particular countries that the priorities are reviewed as of that time. 

Mr. Passman. Did you not say just a moment ago that Congress 
knew in advance you were going to transfer from the contingency 
fund to special assistance ? 

Mr. Saccro. I think it was made quite clear to the Congress we had 
two basic authorities. We had authority under section 501 to make 
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transfers froni one account to another, and we had authority under 
the contingency fund to use contingency funds to lower or raise the 
amounts programed. 

Mr. Passman. You are saying Congress had advance notice that 
this would be done ? 

Mr. Saccio. That that procedure could be followed. 

Mr. Passman. Then why do we not stop these hearings, if you are 
going to operate that way? Why would the committee labor for many 
jong “weeks and months and finally come up and say, “This is what we 
believe you need for special assistance,” which may be less than the 
amount requested, because the committee may feel you requested 
money in excess of your needs, if you can then go out and spend not 
only more than the Congress appropriated but even more than the 
Congress authorized ? 

But I suppose there is no need to argue the point. 

Mr. Mureuy. It isa question of fact, Mr. Chairman. 

Mr. Passman. I will not buy that, that you gave Congress notice 
in advance that you were going to tr ansfer money from the contin- 
gency fund to special assistance, to nullify our action. 

Mr. Mureny. Even if I show it to you in the printed hearings, Mr. 
Chairman ¢ 

May I read a passage between you and Mr. Bell, who made the 
presentation for the contingency fund? 

Mr. Passman. Read all you want to. 

Mr. Murpnuy. This is on page 1297 of last year’s hearings: 

Mr. PASSMAN. If this committee makes a reduction, and if Congress supports 
that view and makes a reduction in some part that is not military, then the 
executive department decides to offset that reduction by taking money out of 
this fund; would that, in effect, be nullifying the intent of the Congress? 

Mr. Bett. Mr. Chairman, I would say that both the executive branch and 
the Congress makes a judgment as to what is required for these various cate- 
gories of aid at the beginning of the year. These judgments then are subject 
to revision and our actions are subject to revision. 

The power given in the legislation to use the contingency fund authorizes in 
effect the President to supplement these accounts if in his judgment the situation 
does require it. So that it is a power, if you want to call it that, to nullify the 
actions of the Congress, which the Congress gave the President in giving him 
the use of the contingency fund subject to the limitations prescribed. 

And there were numerous references in here where it was clearly 
indicated by the Executive that we were using the contingency fund 
in part to support special assistance, military assistance, or defense 
support. I do not think we have hidden this under a basket in any 
way, shape or form. 

Mr. Passman. If you are saying this morning that what you have 
read in the record is your justifieation for nullifying the action of 
this committee, then I ‘do not see the purpose of this committee labor- 
ing as hard as we do, trying to come up with a reasonable amount to 
meet your needs. As far as I am concerned it is almost an offense for 
you to say from what. you have read that that is sufficient reason to 
nullify the action of this committee and the action of the Congress. 
Had you been transferring this money out of the contingency fund 
later in the year, that w ould be one thing; but. we have established that 
the very day you made your allocations out of what Congress approved 
for this account, you made your allocations out of the contingency 
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fund, to nullify the action of the Congress. Now you say you gaye 
us notice in advance. I hope the Congress can, and will, do something 
to tighten the appropriation. 

Mr. Murrny. May I ask that the record show that wherever the 
term “nullify the intent of the Congress” appears it is your language 
and not ours, because we do not feel we are nullifying the intent of 
the Congress. 


Mr. Passman. You said you gave us advance notice that this would 
be done. 

Mr. Murrpny. I never said, Mr. Chairman, that this was a nullifica- 
tion of the intent of the Congress. 

Mr. Passman. I am wearing slacks. You may call them trousers 
x pants; Ido not care what you call them. _ It is the same thing. 

Mr. Munreny. We consider in the executive branch that the pur- 
pose of the contingency fund is consistent with the way we are manag- 
ing it, and no other word than “nullify” is being offered as a substitute, 

Mr. Passaan. Certainly if this committee labors hard and long, 
and while we may not be in agreement on all things, we report a bill 
to the full committee and it goes to the House and is approved; and 
then it goes to the other body, and nae in conference an agreement is 
reached, and the President signs it, setting forth by category these 
appropriations; then, when the ‘tie are made available to ICA and 
they have before them what Congress gave them as an appropriation, 
they immediately dip into the contingency fund to transfer money to 
another account for which we had made a reduction; if that is not 
nullifying the action of the Congress, I do not know what it is. If 
you had waited—but to make the transfer immediately, it seems to me 
you are completely ignoring the intent of the Congress, and partic- 
ularly in view of your definition of the contingency fund. 

Mr. Morrny. The definition of the contingency fund is consistent 
with what we are using it for. And when you say “immediately,” 
may I suggest the appropriation bill was passed on the 16th of Sep- 


tember and signed by the President on the 28th of September and the 
first. transfer was made in November. 


DATE TRANFER ACCOMPLISHED 


Mr. Passman. You are referring to the subject under considera- 
tion, but in other instances you immediately transferred money out of 
the contingency fund over to the regular appropriation. 

Mr. Murrny. How do you define “immediately,” Mr. Chairman?! 
The first determination to use $1 of the contingency fund for the pur- 
poses of either defense support, special assistance, or military assist- 
ance, was made in the month of November, and the appropriation 
passed the 16th of September and was signed by the President on the 
28th of September. 


Mr. PassMan. You did not wait 6 or 8 months later to determine 


how you could operate on the amount Congress appropriated. 

Mr. Murpny. A moment ago you said 30 days and I demonstrated 
it was more than 30 days, and now you say 6 or 8 months. 

Mr. Passman. As you know, you have the funds made available on 
a certain date. If you had followed the recommendation of the com- 
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mittee and the Congress, and had attempted to operate on the funds 
we had recommended, then at a subsequent date if you had gone into 
the contingency fund, you might have some justification. But we go 
back to these deobligations, and you make the same pitch when you 
are in technical assistance. You even transferred out of special as- 
sistance into technical assistance. 

Mr. Mureny. No. Do you mean out of the contingency fund 4 

Mr. PassMANn. Yes; out of the contingency fund to tee hnical assist- 
ance, only to have deobligated funds far in excess of the amount you 
had transferred. 

Mr. Murruy. I would judge you would take that as an expression 
of good faith on the part of the Executive. 

Mr. Passman. You are walking on both sides of the street. 

Mr. Murpuy. I say “good faith” because it reversed the previous 
action. 

DEFINITION OF CONTINGENCY FUND 


Mr. Rnopes. Mr. Chairman, I wonder if at some point in this record 
we could get a definition of the contingency fund? It think that 
would settle the argument. 

Mr. Moureny. I think Mr. Bell, at my suggestion, has undertaken 
research on this item in order that when he comes after Mr. Saccio to 
present the contingency fund he can talk authoritatively on this sub- 
ject. If you are not satisfied after he testifies, we will proceed to do 
what we can to meet your requirements. 


TREND TOWARD APPROPRIATIONS ON POLITICAL BASIS 


Mr. PassmaAn. I may say that what you are listening to now came by 
reason of certain statements in Mr. Saccio’s prepared statement, and 
what we have found along the way that the trend 1s now to appropriate 
large sums on a politic: al basis and where there is no economic justifi- 

cation. Year by year this committee and the Congress are losing con- 
trol. We read one part of the record and get one date, and read an- 
other part and get another date. 

I should like to read this into the record, and I am reading from the 
record ‘ 

Mr. PASSMAN. You immediately started pulling the money out of the program 
hefore you waited to know if you could cut down at the end of the year? 

Mr. Murpuy. Along about September or October. 

Mr. PASSMAN. Not long after you got the money? 

Mr. Murpuy. Yes. 

Mr. Taser. They did not get it. 

Mr. Murpny. Then September 28 the appropriation was enacted, Mr. Chair- 
man. That means in a matter of a few days. 

Mr. Taser. And it was the 12th of September when we adjourned. 

Mr. PASSMAN. You started allocating when? 

Mr. Murpny. Right after the bill was enacted, in October. 

Maybe I have the wrong understanding of the contingency fund; 
but when the majority of ‘this committee and the Congress conclude 
that is what you should have in these categories, and after agreement 
with the Senate, personally I feel it is not showi ing a very high regard 
for the opinion of this committee and the Congress; and especially 
when we go further on special assistance and are told that the intent 
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is to allocate for strictly political reasons; and when you decide an 
allocation should not be made and another committee of the Congress 
says, “We do not agree with you, we want you to make an allocation 
to that country,” you reverse your position and make that allocation, 


HISTORY OF THE CONTINGENCY FUND 


Mr. Forp. May L ask a question / 

What has been the history of this situation? Apparently this was 
done in 1960. What was done in 1959 and 19582 

Mr. Murrnuy. The same identical pattern, Mr. Ford. I would say 
the origin of the contingency fund has its roots in the GAO recom- 
mendation. The GAO, in making an examination of the mutual 
security program in 1954 noticed the fantastic programing problem 
of the administrators. In those years there was no contingency fund, 
and every time an emergency arose in the course of a year the only way 
the executive could meet it was to deprogram something that had been 
authorized, with the resulting chaos that nobody knew when they were 
told to go "ahead with something whether they could Lo forward or 
whether some ‘body would ti ip them on the shoulder and say, ” ‘Sorry, 
but this cannot go forward. The money has to go some place else.” 

The GAO thought it would be better to recognize this fact of life 
which had become so evident and provide a reasonable contingency 
fund which could be used in the course of the year to meet emergency 
requirements and deficiencies as they evolved without having to de- 
program something that was underway. 

Does that satisfy you, Mr. Ford ¢ 

Mr. Forp. It seems to me we ought to have at some point a chrono- 
logical history of how this has been handled for a reasonable length 
of time, as to what the practice has been under various provisions of 
law as to amounts and as to the kind of transfers from one account 
to another. So, whenever the proper time comes, let us have it laid 
out, one, two, three, four, not only for fiscal 1960 but for prior fiscal 
years. 

Mr. Murry. We have in the presentation book not only for fiscal 

960 but fiscal 1959, and last year we had it for 1959 and 195s. 

Mr. Forp. Let us have it pulled together in one place. 

Mr. Passman. How should the committee interpret this language 
on page 159: 

The $175 million requested is intended to serve as a reserve from which to 
meet, at least in part, certain (a) presently identifiable contingent requirements 
which may hereafter become firm and (b) current unforeseeable needs which 
develop during fiscal year 1961, and for which, because they are now contingent 
or unforeseeable, no specific provision can be made in the regular programs. 

It is difficult for me to associate what you are actually doing with 
the language there. You will agree we could draw other cone lusions 
from this ? 

Mr. Mureny. Mr. Chairman, perhaps this will clarify it. We had 
a request before the Congress for an authorization of $724 million of 
defense support funds, which was the best judgment of the executive 
branch of the requirements for 1961. The Congress, in its wisdom, has 
now decreed in the authorization act that the maximum appropriation 
is $675 million. When the executive branch sits down to meet its 
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requirements under defense support for 1961, to the extent that those 
requirements at that point exceed $675 million for requirements which 

which in this context could not have been foreseen, or for which no 
provision has been made by the Congress 





ALLOCATION OF FUNDS ON RECOMMENDATION OF CONGRESSIONAL 
COMMITTEES 


Mr. Passman. If it is the policy, even though I do not agree with it, 
I have no veto power over it; but if the executive branch reaches an 
agreement or a decision that there is no economic justification to con- 
tinue aid in certain nations, then either individuals or a subcommittee 
or legislative committee calls the executive branch. and says they are 
not in agreement with the decision of ICA, and request that an allo- 
cation be made to one of these nations, how far would you listen to 
the subcommittee on that basis 4 

Mr. Murpuy. If I may say first, you did not mention Appropria- 
tion Committees in your opening statement, and there are numerous 
occasions where the Appropriations Committee has superimposed its 
judgment on the executive branch, and they have done this in the law. 

Mr. Passman. You mean the Appropriations Committee insisted, 
without economic justification, on your making an allocation for a 
program ¢ 

Mr. Murruy. Surely you are aware that there have been stipula- 
tions in appropriation bills where an amount will be made available 
for a program that will be in excess of what the executive asked for. 

Mr. Passman. I am not talking about in excess. I am talking about 
where a decision was reached by the executive branch that there was 
no economic justification for aid to a country, and then an individual 
or a committee caused you to reverse your decision. I just want to 
know if the committees have that type of power over the executive 
branch, to have them reverse their decision. 

Mr. Murriry. I would say, Mr. Chairman, that the word “reverse” 
isnot a fair one. 

Mr. Passman. Wealways seem to argue about words. 

Mr. Mureny. The reason I have trouble with the word “reverse” 
as a characterization of the situation is this: I would say, in com- 
plete candor, that in the course of the presentation of a program to 
the Congress, the executive frequently tries to persuade the Congress 
as to the logic of certain situations, and it is not limited to the 
executive; it is a two-way street. The Congress, on the other hand, 
frequently tries to persuade the executive. A fair way to describe 
it is that after thorough consultation between the executive and the 
Congress on the matter there is a meeting of the minds. I for one 
would not regard this, and I do not think Mr, Dillon would regard 
this, as reversing the executive. I think he would say when he got 
finished he was convinced of the logic of the situation. 

Mr. Passman. Thank you for the lecture. 

Mr. Murpeuy. Iam sorry you regard it as a lecture. 

Mr. Passman. Mr. Saccio, I believe you have established for the 
record, and your statement would substantiate the fact, that there has 
been an allocation of funds to one or more nations where the execu 
tive felt there was no current economic justification 
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Mr. Saccto. Under this program. 

Mr. Passmaw (continuing). Under this program, but that mem- 
hers of another committee disagreed with this decision, and at a 
subsequent date there was an allocation made ? 

That was a case you stated earlier. My additional question would 
be, do you see a trend in this direction, or would these cases be the 
exception / 

Mr. Saccro. I would answer it this way: I do not think we can 
talk about trends in this direction, but we can talk about the long- 
term ultimate or. of what. we are trying to do here. 

Mr. Passman. Mr. Saccio, I withdraw the question if you cannot 
tell me whether or not wh at I have stated is a fact, that the executive 
branch had reached a decision there was no economic justification; but 
members of another committee stated that, notwithstanding the deci- 
sion, an allocation should be made to the nation. My question is, do 
you see a trend on the part of other committees—and I am afraid to 
use the word “reverse,” because I will have to argue with Mr. 
Murphy—to persuade the executive to take an opposite position ? 

Mr. Saccio. I do not. 

Mr. Murreny. It was the State Department that was persuaded, 
Mr. Chairman, not the ICA. 

Mr. Passman. The State Department was persuaded. 

Mr. Saccio. The other case I mentioned was . where the 
executive branch itself asked for funds for — because it was 
persuaded. 

Mr. Passman. The executive branch was persuaded ¢ 

Mr. Saccto. By itself, that we must do something for al- 
though there was no economic need at the time. 


TERMINATION OF ATD PROGRAM 


Mr. Anprews. If that is true, that we continue to give aid after we 
reach a point where there is no economic justification for financial 
aid from the United States, then this program will never end, will it/ 

Mr. Saccro. Well, if I may answer for myself, in view of the fact I 
think you are asking for my opinion, I think we have just. got to ree- 
ognize in this kind “of a ease that the w ay we terminate aid is just 
as important as the way we grant it. 

Mr. Anprews. Has any ever been terminated / 

Mr. Saccro. The Marshall plan has been terminated, and that was 
a great success. 

Mr. Anprews. I agree with you. 

Mr. Saccro. The program in Japan is being terminated, and I 
know something about the technical cooperation program there and 
[ think that has been a substantial success in the ultimate objective of 
keeping Japan in a position where she could resist the kind of pres- 
sures she has been subjected to in the last 10 years, 

Mr. Passman. You still have a military assistance program in 
Japan ? 

Mr. Saccto. I believe there is. 
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TECHNICAL ASSISTANCE PROGRAM IN JAPAN 


Mr. Passman. Is is not true that the State Department did not 
want a technical assistance program in Japan, but at the insistence of 
Mr. Stassen they started it, and now you are terminating it 4 

Mr. Saccto. I will give you my own views as to whether the pro- 
eram was useful, and I would say yes, but I do not know anything 
about the history of it. 

Mr. Passman. I think, if you go back in the record, you will find 
it was started in Japan at the insistence of a former administrator. 
Mr. Stassen. 

Mr. Saccro. Let me testify to the usefulness of that program. 

Mr. Anprews. That is all. 


DEFINITION OF THE USE OF CONTINGENCY FUND 


Mr. Ruopes. On page 159 of the worldwide book the last paragraph 
states: 

The $175 million requested is intended to serve as a reserve from which to 
meet, at least in part, certain (@) present identifiable contingent require- 
ments which may hereafter become firm and (%) current unfavorable needs 
which develop during fiscal year 1961, and for which, because they are now 
contingent or unforeseeable, no specific provision can be made in the regular 
programs, 

Is this the same definition of use which you applied to your request 
for 1960 7 

Mr. Murruy. Without checking it against last year’s book, I can- 
not say absolutely, but it is my opinion that it is. 

Mr. Ruoprs. Do you see any philosophy in the part which I have 
just read that would have been a recently adopted philosophy ? 

Mr. Murruy. No, I do not. Without checking I think you may 
find it is verbatim with last vear’s. 


DIVISION OF OBLIGATIONS BETWEEN CATEGORLES 


Mr. Ruopes. That being the situation, could you divide the obliga- 
tion of the contingency reserve for fiscal year 1960 into that part 
which was obligated under category (a) and that part which was 
obligated under category (/) ? 

Mr. Saccio. We can identify particular instances. 

Mr. Ropes. I am talking about dollars. 

Mr. Murpuy. Would we be able to fit it into either one of these 
categories ¢ 

Mr. Ruopes. I want to know how much can fit into (#7) and how 
much can fit into (4). 

Mr. Murrny. I would say, Mr. Rhodes, this certainly is a part of 
the legislative history of the presentation for 1961, and last year’s 
Was for 1960, but the entire legislative history would also indicate, I 
am sure, an expectation on the part of the executive to continue to use 
the contingency fund in part also to meet unforeseeable needs that 
could not be met because an appropriation for those needs was less 
than the total required for that purpose. 
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Mr. Ruopes. I have no quarrel with the gentleman. I think, prob- 
able, that category a defines that use fairly well. 

Mr. Murrey. That is right. 

Mr. Ruopes. Category a identifies contingent requests which may 
hereafter become firm ¢ 

Mr. Morpnry. Yes, sir. 

Mr. Ruoprs. I assume that is the way the contingency fund is spent. 

How much is spent for that particular category and how much is 
spent for currently unforeseeable needs ? 

Mr. Morey. Mr. Bell’s statement, which I read in draft and which 
may be subject to some minor change before he appears before the 
committee to deliver it, addresses itself, dollar by dollar, to this very 
point you are raising, and I think w hen he finishes that you are going 
to be satisfied with the picture which he presents insofar as the an- 
swer to your question is concerned. 

Mr. Ruopes. For your information, I might state that on page 141 
of the worldwide book for 1960 the identical words appear. 

Mr. Mourpny. That is what I expected, Mr. Rhodes. 

Mr. Saccio. The committee report, I believe of this committee, I 
think uses the same wording. That is the committee report on last 
year’s appropriations. 


DATES FUNDS PROGRAMMED AND OBLIGATED 


Mr. Ruopes. With reference to the contingency reserve funds for 
fiscal year 1960, can vou tell how much of the funds had been obligated 
30 days after the funds became available and how much had been 
obligated 60 days after the funds became available and how much 
had been obligated 90 days after the funds became available? 

Mr. Murrny. We would have to supply it for the record. But, I 
can tell you almost certainly with respect to your first category of 
30 days. It was zero. 

There is a difference between programs and program approvals, 
Mr. Rhodes, and I do know that on November 5, I believe it was, of 
1959 the manager of the program, Mr. Dillon, made an official deter- 
mination to use a portion of the contingency "funds to meet require- 
ments of defense support; at least, until he made that determination 
there could not have been any allotment or obligation of funds. 

Mr. Ruopes. And no programing either? 

Mr. Murpeuy. There could be program plans and proposals, but 
there could be nothing that is official until he approved the proposal, 
and I think it was either November 5 or November 6. 

Mr. Ruopes. However, the programing, as you say, can start 
earlier? 

Mr. Murpny. In fact—— 

Mr. Ruopes. And, it did start earlier? 

Mr. Mourpny. In fact, Mr. Rhodes, I think it would be fair to say 
that the Executive commenced reprograming even at the stage when 
the authorization bill was passed and before a final determination 
of the appropriations were made, because we had to face up, in the 
appropriations process, to what the effect of the authorization cuts 
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would be. In fact, we tried to share with this committee and with the 
Senate Appropriations Committee those effects as we assessed them, 
in order for you to arrive at judgments on the appropriations side. 
Mr. Anprews. Will the gentleman yield ? 
Mr. Ruopes. Surely. 


SPECIAL ASSISTANCE PROGRAM FOR 1961 


Mr. Anprews. Mr. Murphy, you have a request here for $268.5 
phy, y q 

million for the special assistance program for fiscal year 1961, do 

you not ? 


Mr. Murruy. That is correct. 

Mr. Anprews. Do you have programed more than that for 1961? 

Mr. Mureuy. No, sir; we do not. 

Mr. ANnprews. Do you anticipate a greater program than this 
amount would finance for 1961 ? 

Mr. Saccio. Mr. Andrews, our answer to that, sir, would be that 
when we ultimately get to the position of deciding what we do in 
fiscal year 1961, that will be sometime in September or October. At 
that point the rationale and the reasoning of these programs will be 
subject to review for two basic reasons: First, the amount of money 
appropriated by Congress; and, secondly, the possible substantial 
change of circumstances which the United States faces at that partic- 
ular time. 

Our record in the past few years will show, I think, that there has 
not been too much of a substantial change. I can go down some of 
these figures here, as against 1960. 

The chairman had asked me where we had increased. He did not 
ask me where we had decreased. The decreases are considerable here, 
because this is due, in effect, to the smaller appropriation against 
the request. 

This programing process, sir, is a continuous one. If you have a 
tremendous change in circumstances, as we did in Indoc hina, back in 
1954, the executive branch is under an obligation to do something to 
meet that sort of crisis, and programs of less priority, though they may 
have been important in a different context, just have to be dropped. 

Mr. Anprews. Isthisa pretty firm program for 1961 ? 


Mr. Saccto. That is right; but it will be subject to these basic con- 
ditions. 


EFFECT OF REDUCTION IN APPROPRIATION ON PROGRAM 


Mr. Anprews. Assuming there was a cut in the appropriation for 
special assistance of, say, roughly, $100 million. 

Mr. Saccto. Yes, sir. 

Mr. Anprews. Would you go forward with your contingency fund 
and carry out this program of $268.5 million ? 

Mr. Saccro. The answer would be “No.” If you have an example 
of 2 $100 million cut, you would have to sharply review the priorities 
in this sort of programing and cut it down, as you have indicated, 
something like 30 percent. 
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If there were parts of the program which the executive branch, 
in the person of the Under Secretary, ultimately decided had to be 


carried on—let us say we wil] take a figure of million in Ber- 
lin—suppose vou had a cut of S100 million? It still may be the deci- 
SLOnN of the executive branch to continue that program ot mil- 


lion and not apply a percentage cut to the Berlin program, but con- 
tinue it because of its Importance to Our position In Germany. 

Now, other programs may be dropped and, in fact, you may live 
programs if you 

( Diseussion off the record. ) 


REDUCTIONS IN 1960 PROGRAM 


Mr. Anprews. Going back to 1960, what did you request for au- 
thorization for 1960 ¢ 

Mr. Murrny. $271.8 million. 

Mr. Saccio. The round figure is $2 
was $271.8 million. 

Mr. Murrnuy. That is right. 

Mr. Saccio. If you would like some ex: unples, you can see in that 
en our program for Yugoslavia. In our presentation we requested 

r listed in the presentation and the program itself was 35.3 
aiiion. There was a reduction of 

Inthe OEEC programs, we reduced that from $3.5 million down to 
$3.2 million. 

In Ethiopia we reduced it from to SB00 00, 

These are the kinds of adjustments which are made after you sit 
down and do your programing. You take what you consider your 
highest priority items in the program that were presented to the 
Congress and go ahead with them, and you make provision within 
the contingency fund for the sort of thing that has to be carried on 
that may happen in September or October, or it may happen any 
time. 

The chairman is right in the sense that we keep the contingency out 
as long as possible, because we want to have the kind of reserve to meet 
the kind of situation which might develop. 


(2 million but the actual request 


SIMULTANEOUS PROGRAMING OF CONTINGENCY AND REGULAR FUNDS 


Mr. Passman. I did not make that statement. You have a legal 
right to do what you have done. I was quarreling simply because as 
soon as the funds became available you started programing, out of 
the contingency at the same time you programed out of the regular 
appropriation. Is that your understanding, Mr. Murphy ? 

Mr. Murreuy. Yes, sir. 

Mr. Passman. So, I made no statement like that. IT said I wished 
you would keep it. 

Mr. Murrnuy. Yes, sir. 

Mr. Passman. I wished you would keep it until there was a reason, 
so that the committee would not feel that we had been 

Mr. Saccio. Let me base it on the justification for the single aetion 
we may have taken in November in applying the contingency to a 
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particular program, and if we take those cases, I think you will get 
satisfactory explanations as to why we did allocate. 

Mr. Passman. All I did was ask him to yield so I could correct 
iny Impression you had that I was commending you until you had to 
use it. I was arguing absolutely the opposite. Is that your under- 
standing, Mr. Murphy / 

Mr. Mureny. Yes, sir. 

Mr. Passman. Mr. Gary / 

Mr. Murpeny. Mr. Gary, before the chairman turns the questioning 
over to you. Actually, in fact, Mr. Chairman, the record will show 
both happened, A portion of the contingency fund was considered 
necessary in November to be used for spec ific purposes of programing 
and a substantial portion was held as a reserve. In fact, when the 
programs were planned, | think you will recall the figure was still a 
substantial amount at the end of January that had not yet been pro- 
gramed because the totality of the requirements against this account 
for the full fiscal year simply could not be prognosticated. 

Mr. PassmMan. I believe I know a little about this kind of operation. 
[ own a company through which we do business with a finance com- 
pany. They withhold 10 percent of the face of the contract; and that 

s known as a contingency, to protect them against subsequent losses 
in our business, if things should go haywire. Do you get my point? 

Mr. Mureny. Yes, sir. 

Mr. Passman. So I am very familiar with it. My own contingency 

fund with the Commercial Credit Co. of Baltimore came very nearly 
breaking me some years ago. 


ADDITIONAL TRANSFERS FROM CONTINGENCY FUND 


Mr. Gary. It appears that in this special assistance account you 
spent $25.9 million more than the appropriation and $24.4 million 
more than the authorization. 

Did this additional money come from transfers, or did it all come 
from the contingency fund ? 

Mr. Saccio. I think it is all from the contingency fund. I do not 
think there were any transfers. 

Mr. Mureuy. There were no section 501 transfers. 

Mr. Gary. There were no transfers from one fund to another? 

Mr. Mureny. No, sir. 

Mr. Gary. It all came from the contingency fund ? 

Mr. Murrny. Yes, sir. 


PROGRAMS FINANCED WITIL ADDITIONAL FUNDS 


Mr. Gary. Can you tell us what programs were financed with that 
additional $25.9 million 

Mr. Murruy. Yes, sir; we can. I do not know whether Mr. Saccio 
is prepared to do that at this moment, Mr. Gary, but Mr, Bell, who is 
going to present the contingency fund requirements for 1961 has a 
detailed table like the one he offered last year in the course of this pre 
sentation which would show, dollar for dollar, program by program, 
how the contingency fund was used and will, of course, include this 
special assistance category. 


SOO oo tS 
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Mr. Gary. That will include the projects for which this $25.9 
million was spent ? 

Mr. Saccro. Yes, sir. 

Mr. Gary. Do you know offhand whether any of those were entirely 
new projects which had never been programed. before ? 

Mr. Mureny. Well, I can guarantee you that in at least one instance 
I know of, Mr. Chairman, there was not even a proposal by the execu- 
tive branch to give assistance for the country which we were dis 
cussing earlier and, therefore, there was no justification to the Con- 
gress, and every single dollar that was used was for a project which 
had not been proposed and defended by the executive branch. 

Mr. Gary. And, a program which had not been carried on pre- 
viously ? 

Mr. Morreuy. Well, in that particular instance there had been a 
program going and the executive proposal contemplated stopping it. 
As we explained earlier, as a result of the give and take that occurs 
during the congressional presentation, there was a meeting of the 
minds between the Congress and the Executive that a contrary course 
should be followed and, as a result, funds were provided this year 
from the contingency fund which had not been specifically pro- 
gramed for that purpose to that country. 


CONTINGENCY FUND TRANSACTIONS COMMIT FUTURE EXPENDITURES 


Mr. Gary. Well, my concern is that this contingency fund gives 
the Executive an opportunity to start an entirely new program which 
the Congress has never passed on, and thai it might mean not only 
the initial amount put into it, but it might start a program which 
could commit us to vast expenditures in the future. 

Mr. Murpny. Yes, sir; I understand. 

Mr. Gary. That gives me considerable concern. 

Mr. Murrny. I understand your concern. 

Mr. Gary. If the contingency fund is going to be used simply for 
an emergency that arises, and I can understand that ina program as 

vast as this and with the various problems that we face in interna- 
tional affairs today, emergencies do arise and they have to be handled 
quickly, and I am perfectly willing to give the Executive some latitude 
along that line. But, I do hesit: ate to ; give him the authority to start 
a brand new program which Congress has not considered at all and 
commit us to large expenditures which, indirectly at least—— 

Mr. Murpny. May I address myself to that point? 


Mr. Gary. For example, take the case of ————. You started that 
program with $300,000 from the contingency fund and it has gone 
to ————a vastly greater amount, and as I understand it not a single 


project has ever been justified before the Congress. 

Mr. Mourrny. Your point is absolutely correct, Mr. Gary. I under- 
stand your concern thoroughly. I think it is an extremely legitimate 
concern and very appropriate, and we agree with it. However, I 
would say this: No. 1, we will assure you unequivocally that we do 
not make commitments in one fiscal year which would bind the Con- 
gress or the United States beyond the amount of money provided by 
the Congress to operate the program in that year. In the next year 
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we give you a full accounting of the use that we made of the contin- 
gency fund during the current vear. or that we expect to make. 

We are also prepared to address ourselves to any of the implica- 
tions such as you expressed concern about with respect to any of those 
programs and, of course, there is the authority of the Congress in 
that ensuing year, if it in its wisdom determines to do so, “to stop 
the Executive cold with respect to any particular activity that it has 
undertaken. 

Mr. Saccio. May I interject, sir, that in the 1960 ar on 
the contingency fund, on page 147, we said, “————_—— 

Fiscal year 1960, of course, referred to this current year, and though 
we did not know what kind of program we might have to go in with, 
we did know that situation in — was a pretty serious one. 

Mr. Gary. Well, you stated, Mr. Murphy, that you would not start 
a program, or that in planning these programs you would not bind the 
Congress beyond the 1 year appropriation. But, is it not possible 
that you might start a project on which considerable sums would be 
expended and yet the project would not be completed, so that when 
it comes to the Congress the next year, we have either got to com- 
plete the project or lose the money that has been put into it and, there- 
fore, indirectly bind the Congress? 

Mr. Murpuy. I see your point. That is certainly a theoretical pos- 
sibility, Mr. Gary. I do not think any instances of that have ever oc- 
curred, and I am sure the Executive is very, very sensitive about this 
point and keeps it in mind in making its commitments. 

Mr. Gary. I hope you will continue to keep that situation in mind. 

Mr. Murpuy. We certainly will, I assure you, and not enter into 
any projects 

Mr. Gary. U nless it is absolutely imperative, that will commit the 
Congress either directly or indirectly, for expenditures beyond the 
funds for the year in which the money is used. 

Mr. Mureuy. I think you have a right, Mr. Gary, and the Con- 
gress has a right to expect the Executive in allocating funds like this 
to limit them to useful entities so that if no further funds were forth- 
coming, the funds that had been programed and obligated would not 
be wasted. 

Mr. Passman. I would like to pursue the same phase. I would like 
to say that the distinguished gentleman from Virginia, and the former 
chairman of this committee, has a very alert mind and he can spot 
these things very quickly. 








INITIATION OF NEW PROJECTS WITH DEOBLIGATED FUNDS 


Now, if the gentleman would give some direct. answers on another 
program which has caused this committee great concern along the 
same lines—I am getting off special assistance momentarily. Under 
the technical aid program in which you are requesting, I believe, $172 
million under just one phase of the technical aid program with ref- 
erence to deobligated funds—incidentally, I must again refer to the 
fact that you had $19 million in 1959 and in 1960, through February, 
$5 million—out of those deobligated funds you can initiate programs 
Which have never been justified before the ‘Congress? Is that true? 
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Mr. Murruy. Yes, sir: it is true. 

Mr, Passman. And by the time they are presented to Congress they 
are listed as continuing projec ts: are they not / 

Mr. Murpuy. Yes, sir; that is the case. 

Mr. Passman. And, I believe, you also testified that in many in- 
stances these pene led into defense support and also that-in nu- 
merous cases, by the mitiation of this project, these people then go 
to the Development Loan Fund for a loan. 

If you can initiate as many projects as you wish or for which you 
ean find money, and you come into us on a continuing basis, with 
the limited time that this committee has, would we ever know which 
ones you started without justifying them before the Congress, and 
which ones were actu: ally justified, by referring to your books? Would 
we have any way of knowing that / 

Mr. Murrny. Well, of course, Mr. Chairman, if you had the time 
and I know the limitations on your time—you could determine that. 

Mr. Passman. Could we do that by referring to your justifications / 
Would we know / 

Mr. Murreny. No, sir; you would have to compare it with last year’s 
justifications for the same country. But, of course, we are prepared 
whenever an interest is expressed along these lines to provide that kind 
of information to you as a result of your interrogations or otherwise, 

Mr. Passman. But it follows along that what Mr. Gary says is 
true. You take these deobligated funds and you do enter into con- 
tracts which have never been justified to the Congress; and when we 
refer to your books, the (C) indicates a continuing project, and I 
think that the gentleman will agree that there is not sufficient time in 
the year to go into all of the details put toge ther by your Dep: irtment 
and from other sources / 

Mr. Murrny. It isa very difficult problem. 

Mr. PASSMAN. You do see the dange or of this vett Ing out of control, 
even on that basis 4 

Does the gentleman feel that any great harm would be done if we 
should ame nd the law whereby you could not initiate under TA—and 
you say this is a 50-year program, or maybe 20 or 30 vears—numerous 
projects which lead us into figures of, perhaps, tens of millions of 
dollars of expenditure / 

Mr. Murrpny. Mr. Chairman, generally speaking, it would not be a 
serious burden, but you only need one instance, Mr. Chairman, where 
the foreign policy interest of the United States required action on the 
part of the United States and where the possibility of making an 
affirmative justification to Congress does not exist, and the failure to 
meet that instance might be extremely costly in the conduct of our 
foreign relations. 

Mr. Passman. Or for technical aid 4 

Mr. Murrnuy. For even technical assistance, and I can cite you the 
ease, Mr. Chairman, of the country of Guinea. 

Mr. Passman. Gentlemen, the committee cannot win. 

We shall now recess for 1 minute. 

Mr. Irwin, Assistant Secretary of Defense, desires to appear before 
the committee. Mr. Irwin will accompany our President on his mission 
to the summit conference. I felt, and am sure the committee will 
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coneur, that we should extend that courtesy to Mr. Irwin, and permit 


him to come before the committee, so that the members may meet 
him and hear his statement this morning. 

I understand Secretary Irwin is waiting outside. Mr. Murphy, 
will you please invite him in / 

Mr. Mureny. Thank you, Mr. Chairman. 


(The statement of Assistant Secretary Irwin may be found begin- 
ung on page 2515) 
AFTERNOON SESSION 


Mr. PassMAn. The committee will come to order. 

Gentlemen, time will not permit the committee to go into as much 
detail as we had hoped. Neither will it permit your side of the table 
sufficient time to attempt to justify some of the programs which may 
not look as good as they should. We will just have to take the record 
and the justifications at face value. We have indicated earlier that 
we are working against a target date. We have covered only a rela- 
tively small portion of the money requested in the bill up to this 
particular point. We still have to finish special assistance, defense 
support, contingency fund and military assistance. 

Mr. Mcrruy. Yes, sir, we still have to finish those. 

Mr. Passman. We have covered technical aid, bilateral, U.N., and 
the agencies under U.N. 

Mr. Mureuy. And the DLF. 

Mr. Passman. Yes, and the Development Loan Fund. 

Mr. Mureny. A big item. 

Mr. Passman. I should say, then, probably less than 25 percent 
of the money requested has been covered. We had arranged, of 
ourse, to have the Development Loan people back for an additional 
2days. It looks as if that will have to go by. 

I have here several hundred pertinent questions, 20 full pages, 
lealing with special assistance. But it appears that this program 
s operated no differently than the others we have considered, such 
is technical aid. So, believing that would be a yardstick by which 
we could measure the other programs, we shall endeavor to go along 
at rapid-fire speed now, in order to conclude these hearings. 


SPECIAL ASSISTANCE, EUROPE 
WITNESSES 


LEONARD J. SACCIO, DEPUTY DIRECTOR, INTERNATIONAL COOPER- 
ATION ADMINISTRATION 

JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING 

DONALD B. McPHAIL, ASSISTANT DEPUTY DIRECTOR FOR OPERA- 
TIONS 

OLIVER L. SAUSE, OFFICE OF AFRICAN AND EUROPEAN OPERA- 
TIONS, ICA 

JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE 
COMPTROLLER 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


Mr. Passman. Special Assistance for Europe. You had a 1960 
program of $17,150,000. The estimate for 1961 is $6,200,000, 
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West BEeriin 


Are the figures for West Berlin classified ? 

Mr. Murreuy. For 1961 they are, sir. 

Mr. PassMan. Isthe West Berlin figure classified for 1960 ? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. And for 1961? 

Mr. Murrny. Well, the 1960 figure is not now classified. I thought 
you meant—— 

Mr. Passman. Considering the new money, is the new money clas- 
sified ? 

Mr. Murrny. The new money is, si 

Mr. Passman. All right. 

Could you provide for the record the amount of local currency 
or counterpart funds which will be obligated for projects in Berlin? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. What projects will be financed, and the cost of each? 

Mr. Murpny. Yes, sir. 

Mr. Passman. If by mixing the two together it does not still remain 
classified. 

Mr. Murrny. Yes, sir. 

(The information requested is classified and has been furnished the 
committee. ) 

Mr. Passman. Do we have a revolving fund for West Berlin ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Is the amount of the revolving fund classified ? 

Mr. Saccro. It is not classified. 

Mr. Passman. What isthe amount of the revolving fund total ¢ 

Mr. Saccio. We do not have the amount. 

Mr. Passman. What is the revolving fund, then, in counterpart ? 

Mr. Saccro. It is within the figure of the generated amount under 
a: Ba 

Mr. PassmMan. What isthe amount ? 

Mr. Saccro. We will have to submit that for the record. The total 
amount of the counterpart is $12 million, and Mr. Sause informs me 
it is within that figure. 

Mr. PassmMan. Break it out and put it in the record. 

(The information requested follows :) 

In fiscal year 1961, DM 51.5 million ($12.3 million equivalent) counterpart 
loans repayments and interest will be redeposited in the counterpart account. 
Of this amount DM 21.6 million ($5.1 million equivalent) will be reloaned to 
Berlin industry on long-term for investment purposes. DM 7.5 million ($1.8 
million) will be utilized in a continuing program for providing minimum employ- 
ment to overaged white-collar workers otherwise unemployed. DM 4.3 million 
($1 million) will be used to finance repairs to America House and Marshall 
House, for initial subsidies to firms taking on young apprentices, initial subsidies 
to firms employing overaged white-collar workers, for the reconstruction of com- 
mercial buildings and other reconstruction purposes. 


ICELAND 


Mr. Passman. While there is no actual request for Iceland, page 29 
indicates we are ———. Isthat correct? 

Mr. Saccio. That is correct. 

( Discussion off the record. ) 
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Mr. Passman. Certainly we are ———-. Why say for the record 
we are n your classified information indicates that we 
are ¢ 

Mr. Mureny. It is subject to appropriation. 

Mr. PassMANn. Certainly it is subject to appropriation. The pay- 
roll of Members of Congress is subject to appropriation; but if you 
get the money you are obligated, just as much as you are in any of 
the other programs; is that not correct ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Do not mislead the committee unintentionally, please. 

What ICA personnel do we have stationed in Iceland ? 

Mr. Saccto. There are none, sir. 

Mr. Passman. Let us see if that is from the record. 

Mr. Saccio. One controller on the administrative side. 

Mr. Passman. How about the programs? You have no ICA per- 
sonnel at all in Iceland ? 

Mr. Murrny. No, sir. Just the one on the administrative funds, 
and he is the controller. 

Mr. PassMan. He isthe controiler. Does he have a secretary / 

Mr. Murpuy. No, sir. He avails himself of assistance from the 
Embassy. 

Mr. Passman. Are there any contract employees in Iceland ? 

Mr. Murpny. No,sir. 

Mr. Saccto. No. 

Mr. Passman. For what purpose do you need a controller there 4 

Mr. Murreny. We are giving assistance, Mr. Chairman, and the 
purpose of the controller’s tour of duty there is to take the usual 
measures to be sure that the assistance is used by the Government of 
Iceland—— 

Mr. Passman. As you have a zero under 1961 ——— would you 
have to keep the compt roller there to supervise it 

Mr. Murruy. There is $4,800,000 worth of unexpended funds esti- 
mated at the end of this year, Mr. Chairman. 

Mr. Passman. Allright, sir. 

We sold Iceland some Public Law 480 commodities, then loaned 
Iceland the local currency we received in payment to build a power 
station and transmission lines which, when completed, will make pos- 
sible the sale of electricity to the U.S. airbase at Keflavik. Is that 
correct ¢ 

Mr. Murreny. Yes,sir. 


Mr. Passman. That is a nice bow] of fish. 





PoLAND 


Mr. Passman. Now Poland. The divider sheet indicates that 
Poland has had a budget surplus for the past 3 years. Is that correct 

Mr. Saccio. Yes, sir. 

Mr. Passman. What is the total amount of aid by category that 
the United States has extended to Poland 4 

Mr. Saccro. In fiscal year 1960—— 

Mr. Murrny. Do you mean cumulative, Mr. Chairman ? 

Mr. Passman. Just cover those 3 years. You can give it to us 
cumulatively, yes, sir. 
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Mr. Murruy. $61,013,000 worth of mutual security funds, Mr, 


Chairman. . Mi 
Mr. Passman. And the other / 30 ol 
Mr. Murriuy. They have had Public Law 480 assistance, from 1955 Mi 

through 1958, of S138 million: in 1959, S44 million: and in 1960, M: 

$53.3 million; making a total of $235.5 million worth of sales under M 

title I of Public Law 480. The; 
Mr. Passman. Making a grand total of—or do you have others? M 
Mr. Murrny. Yes. They have also been ree Ipients of assistance J Ut 

under title IIL of Public Law 480, the voluntary agencies, $3 million, M 
Mr. Passman. Let us not involve voluntary ngencies. M 
Mr. Murriry. Skip that? OK. ay 
Mr. Passman. That is not American taxpayers’ money. That is M 

individual contributions, is it not / M 
Mr. Mcrrny. The commodities are provided by the taxpayers, M 

Mr. Chairman. that 
Mr. Passman. What isthe amount of it, then / the 
Mr. Mureny. $3 million. That is a total of almost $300 million. M 
Mr. Passman. You did verify that they had a budget surplus for not 

the past 5 years / let 
Mr. Murrity. Yes, sir, they have. I 
Mr. Passman. That is going to be hard to defend on the floor. 

Mr. Contre. The program for 1961? \ 
Mr. Passman. The unexpended funds to the credit of Poland are \ 
how much? of" 
Mr. Mureny. $7 million at the end of this fiscal year. \ 
Mr. Saccro. There is no provision for assistance this year or for | N 
fiscal year 1961 under MSP. } 
Mr. Passman. Unless you decide otherwise, because they have been d 

operating with a surplus but you poured it in by the tens of millions, I 
Mr. Mcurpeny. I should point out an unusual feature of the Polish sist 

Public Law 480 program which will interest the committee. I 
Mr. Passman. Please insert it in the record. ) U 
Mr. Mureny. OR. | 
(The information to be furnished follows:) fF est 
The Public Law 480 sales agreements with Poland require that all local cur- 

rencies generated be earmarked for U.S. uses. Such U.S. use is for the purposes 

of administering section 104 (a), (d), (f), (h). (i), (k), (1), (m), and (n) 

of Public Law 480. 

The commodities supplied under the Public Law 480 sales agreements are sold 

for Polish zlotys. The agreements further provide that, to the extent not used 

by the United States for the purposes shown above, the zlotys will be repur- | (r 

chased by Poland for U.S. dollars. Such repurchases would begin after a 5-year | th 

grace period and would be accomplished in fixed equal annual amounts. he 
Mr. Saccto. The other figure of interest, Mr. Chairman, on the 

(livider, is the very large balance-of-payments deficit indicated in 

the Polish figures. di 
Mr. Passman. We have also accumulated $235,300,000 in Polish 

currency. lo 
Mr. Murruy. In zlotys. Those are under Public Law 480. ol 


Mr. Passman. I say we have accumulated that much local currency 
which the United States owns. 
Mr. Murrny. That is the point I was about to address myself to, sir. 
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YUGOSLAVIA 


Mr. PassMan. Now, Yugoslavia. In 1960 you had for Yugoslavia 


$5,300,000. Is this classified ? 


Mr. Saccio. Not now. 
Mr. Murpnuy. The 1960 figure is not classified. 
Mr. Passman. I want to find out if these figures are classified. 


They may delete everything I say when they get in a hurry. 


Mr. Anprews. Mr. Chairman, they told us this morning that all 


figures for 1961 are classified. 


Mr. Saccio. That isright. 

Mr. Anprews. The reason is to keep down jealousy between the 
countries and to keep down lobbying for bigger allotments. 

Mr. Murrny. To preserve our negotiating position. 

Mr. PassmMan. Yes. 

Mr. Murrny. There is one exception to that, Mr. Andrews, and 
that is technical cooperation, where we have every 1961 figure in 
the record. 

Mr. Passman. If there is any advantage in their negotiation in their 
not knowing it, it would have been too bad had they known it; so 
let us put a guard on the record. 

For Yugoslavia you had $5,300,000 in 1960. You are asking for 

million in fiseal 1961. 

Mr. Saccio. That is correct. 

Mr. Passman. What is the total of unobligated funds to the credit 
of Yugoslavia in all categories of aid 4 

Mr. Murpny. I have the figures here as of April 30 

Mr. Passman. All right, sir. 

Mr. Murpeuy. Unobligated technical cooperation funds were 

Mr. Passman. Just give the grand total. 

Mr. Murpnuy. $2,887,800 for technical cooperation and special 
sistance, combined, 

Mr. Passman. What amount did you have to the credit of 
Yugoslavia unliquidated at the same date? 

Mr. Mourreuy. That I do not have here, Mr. Chairman. I have the 
estimate as of June 30. 

Mr. PassMAN. Give us the estimate. 

Mr. Murreuy. 87,600,000. 

Mr. Passman. That does not cover any military ¢ 

Mr. Murpiry. No, sir, there is no military assistance in this. 

Mr. Passman. I know, but we are thinking about some of the coun- 
tries, and we did continue certain funds obligated, believing some day 
there would be a need. You do not have that same type of situation 
here ? 

Mr. Murrny. No, sir, we do not. 

Mr. Passman. How much in local currency have we available to 
date to Yugoslavia ¢ 

Mr. Murreny. Through fiscal year 1960, Mr. Chairman, the total 
local currency generated for use in this program is $322,775,000 worth 
of dinars. 

Mr. Passman. Of grant assistance / 

Mr. Murrny. From Public Law 480. 
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Mr. Passman. What have you accumulated in local currency in 
grant assistance, or made available in grant assistance ? 
Mr. 


Morpuy. The actual cumulative on the economic side through 
the end of fiscal year 1959 is $105,788,000 equivalent and the fiscal 
year 1960 estimate is $2,150,000 equivalent, making a cumulative esti- 
mated total through fiscal year 1960 of $107,938,000 equivalent, Public 
Law 480 grants. : 

Mr. Passman. Now, give the total again. 

Mr. Murpny. $107.938,000. 

Mr. Passman. The total you gave a moment ago. 

Mr. Mureuy. In local currency ? 

Mr. PassMan. Yes. 

Mr. Murpuy. On local currency, Public Law 480, the cumulative 
generations through the end of fiseal 1960, $322,773,000. 

Mr. Passman. We own that? 

Mr. Murrny. Yes, sir. 

Mr. Passman. It could be plowed back into the program, You 
have the same type of contract with Yugoslavia as with other coun- 
tries, that it is to the credit of the country, and you cannot spend it 
in any other country ¢ 

Mr. Mureny. That is correct. 

Mr. Passman. You cannot bring anything out of Yugoslavia to 
this country from the expenditure, other than the amount that you 
agree that you can spend, 10 percent for services in their country ¢ 

Mr. Murpny. And that isexcluded from this figure. 

Mr. Passman. That is excluded, and this is net ? 

Mr. Murpenuy. Yes, sir, this is the amount which is available for 
assistance to Yugoslavia, and then there is some counterpart, Mr. 
Chairman. 

Mr. Passman. In addition to what you have already mentioned ? 

Mr. Murreny. Yes. 

Mr. Passman. All right, sir. 

Mr. Murpnuy. $261,747,000, and some United States-owned that had 
been generated under mutual security, section 402, agricultural sales, 
$103,644.000. 

These, I emphasize, Mr. Chairman, are the cumulative generations. 

Mr. Passman. [ understand. 

Mr. Murpuy. These are not available, of course. Many of these 
have been obligated, committed, or expended in the past. 

Mr. PassmMan. We do not want anything which has been spent in 
the past. We want to know the amount that is available to be plowed 
back into the country. 

Mr. Moreny. All right. On the Public Law 480, the unobligated 
is only $14,322,000. 

Mr. Passman. How much do you have unliquidated ? 

Mr. Murreny. The unliquidated obligations would be $58 million. 
There is no unobligated or unexpended counterpart estimated at the 
end of this year. On the United States-owned under agricultural 
sales, there is no unobligated but there is $3,705,000 worth of unliqui- 
dated at the end of this year. 
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EUROPEAN MULTILATERAL ProGRaAM, OEEC 


Mr. Passman. Now we have another program, the European multi- 
lateral program, OEEC. In 1960 you had $2 million. You are re- 
questing for 1961 an additional [deleted]. What is the total amount 
of unliquidated funds to the credit of this Organization ? 

Mr. Murruy. Weestimate zero at the end of this fiscal year. 

Mr. PassMAn. Unliquidated ? 

Mr. Murpny. Yes, sir. 


TECHNICAL AID PROGRAM 


Mr. Passman. This program is divided into two parts. One is the 
science program, which has an objective of a better supply of tech- 
nicians and scientists through the improvement of educational systems 
inmember countries. Could that be termed technical aid? 

Mr. Saccro. It could be described as technical assistance. 

Mr. Passman. Technical assistance. 

Mr. Saccro. This is carried out by the Organization itself, not by 
the United States. 

Mr. Passman. Weare contributing; are we not ? 

Mr. Saccro. Yes, sir. 

Mr. Passman. It just adds one more of the technical aid programs 
to the nine we have already established. I wonder if you ever had 
in mind proposing legislation which would put all of the technical 
aid together? Would it serve a better purpose if you had one item, 
one technical aid, and then placed your limitations in the bill as to 

hat organizations, whether it would be multilateral or bilateral ? 

ie Saccro. Mr. Chairman, I feel that technical assistance, in the 
functional sense and not in the legal, technical sense, is an integral 
part of practically every program we carry out for the very basic 
reason that it is our intention wherever possible, if we are building 
a project or if we are accomplishing some economic objective in the 
country, in connection with that objective and project there be suffi- 
cient training in the operation of the project and the management 
of the project so it can run successfully with the nationals in charge. 
So wherever you go in any of these projects, sir, in DS or SA, you 
will find that we have provided as a matter of principle and precau- 
tion the kind of training necessary for the operation of these pro- 
jects. It is an integral part of the project. In effect, if you go to a 
DS project, say, on the building of a road or a speci: al assistance pro- 
ject on the building of an airport, it has an element of training and 
teaching as well. 

Mr. Passman. Mr. Saccio, it has been testified prior to today that 
we had no technical aid program for Europe. Now we discover that 
you do have a technical aid program for Europe, which is partly 
supported by U.S. contribution. Is that a statement of fact ? 

Mr. Murpny. Mr. Chairman, we presented a technical assistance 
program for Spain and Yugoslavia. 

Mr. Passman. With the « exception of those two nations. 1 qualify 
my statement on that. 

Mr. Mureny. I beg your pardon ? 
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Mr. PassmMan. Does all of this go into those two nations ¢ 

Mr. Murrny. No. 

Mr. Passman. Then my statement follows, if that is true, that 
you do have an Organization which is making available technical 
aid for other European countries, and we are contributing to the 
Organization. 

Mr. Saccto. I should make clear that in the context of Western 
Kurope, the assistance there is intended to accomplish an objective 
which is not ordinarily associated with an underdeveloped country, 

Mr. Passman. We are just trying to pin it down so we can recon- 
cile it with prior testimony, that you had technical aid for only two 
Kurope an countries. It may be meritorious, but vet We do have 
now, we find, technical aid for other European countries from an 
organization to which we are contributing. Is that a statement of 
fact ? 

Mr. Murpiiy. Yes. 


TOTAL CONTRIBUTION TO ORGANIZATION SINCE INCEPTION 


Mr. Passman. How much aid has the United States extended 
this organization since its inception / 
Mr. Murenuy. $6.775.000, Mr. Chairman. 


PARTICIPATING COUNTRIES 


Mr. Passman. Could you state for the record the numbe: 
pean countries which participated in this amount / 

Mr. MacPuain, Seventeen countries. 

Mr. PassMan. Seventeen countries participated in this program 
out of the organization to which we are contributing. Would 


of Muro- 


Vou 
name them and put them in the record 4 

Mr. Murpnuy. Yes, sir. 

(The information requested follows :) 

The countries participating as members of OKEC are Austria, Belgium, Den- 


mark, France, Germany, Greece, Iceland, Ireland, Italy, 
Netherlands, Norway, Portugal, Sweden, Switzerland, 
Kingdom. 


Luxembourg, the 
Turkey, and the United 


AMOUNT CONTRIBUTED BY OTHER NATIONS 


Mr. Passman. What amount of the total contribution is made by 
the United States, of the $6,775,000 7 

Mr. Saccio. This is the U.S. contribution. 
other contribution 7 

Mr. Passman. Yes; the contribution of the other nations. 

Mr. MacPuain. Generally, the U.S. contribution runs 
third. 

Mr. Passman. Is that the average? 

Mr. MacPuain. Yes. 

Mr. Passman. Is it going up or down? 

Mr. MacPuatt. It is one-third this year, and the objective for 1961 
is ———. On several of the programs it runs up to 50 percent. 


Mr. Passman. On some of them under the same program it has 
gone to 50 percent 4 


You mean what is the 


about one- 
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Mr. MacPuat. In years past, yes, sir. Not this year or the coming 
year. 
MEMBER RECEPIENTS OF U.S. FOREIGN ALD 


Mr. Passmanx. Which of the member countries also receive assist- 
aice from the U.S. foreign aid program ¢ 

Mr. MacPraiw. Mr. Chairman, Yugoslavia and Spain are asso- 
ciated with the QOEEC, but not actual members. 

Mr. Passman. Associated with, but not members / 

Mr. MacPuain. Yes. 

Mr. Passman. They are recipients of the aid program, though / 

Mr. MacPnain. Yes. 


ADMINISTRATION OF THIRD COUNTRY ‘TRAINING PROGRAM BY OEEC 


Mr. Passman. On page 54, I note that the OEEKC administers the 
U.S. third country training program. What is the fee, if any, paid 
tothe OKEC service / 

Mr. Saccio. This is the contribution which is made here. It is my 
inderstanding 

Mr. MacPiamw. Within the contribution which is made by the United 
States and other countries to it, the OKEC provides from its budget 
a staff to carry out third country traming for the [CA participants. 
The amount at the present time is about the equivalent of SLOOOVO0. 

Mr. PassMan. Per year? 

Mr. MacPuain. Yes. 

Mr. Passman. This is a contractual service / 

Mr. MacPuate. It is covered by a letter of agreement between the 
United States andthe OE EC. It is not a contract in that sense. It is 
| cooperative arrangement whereby OK EC provides the staff and do 
not get direct reimbursement for their expenditures, 


INCREASE IN TECHNICIANS 


Mr. Passman. Page 55 indicates that you propose to increase the 
number of U.S. technicians by 6 up to 19, at an increased cost of 
M4s8.000. Is that correct / 

Mr. Sause. That is inerror. The figure should be 13, and the total 
project. assistance should be $300,000 instead of $346,000. 

Mr. Passman. What is the cash transaction item of $1,700,000 in 
seal 1960 ¢ 

Mr. MacPuain, That is the grant which is made by the United 
States to the OK EC for the two programs. 


COMPARISON WITH U.S. BILATERAL AND U.N. EXPANDED TECHNICAL 
ASSISTANCE PROGRAMS 


Mr. Passman. Briefly, how does this program ditler from the U.S. 
bilateral technical assistance program and the U.N. expanded techni- 
cal assistance program / 

Mr. Saccio. In both cases you have administration by a joint body 
in which the United States either participates or has a definite in- 
terest. 
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Mr. Passman. I am speaking of the end result, though, not the 
formation setup. I mean so far as the actual type of aid given. 

Mr. Saccto. It is in the area of the kind of thing which comes in, 
generally speaking, under technical assistance definition. 

Mr. Murrny. It is more sophisticated, Mr. Chairman, and of course 
it is rendered to countries which are not necessarily underdeveloped. 


REGIONAL AND UNDISTRIBUTED—EUROPE 


Mr. Passman. Under regional and undistributed you are not asking 
for an appropriation for fiscal 1961 ¢ 

Mr. Murpuy. That is correct, sir. 

Mr. Passman. Do you have anything to the credit, unliquidated 
balances ¢ 

Mr. Murruy. Our estimate is zero at the end of this fiscal year. 

Mr. Passman. You do have some at this time? 

Mr. Murrny. Yes, sir, but we expect it will all be spent. 

Mr. Passman. You were willing to give us the last date on other 
countries. What is it for this? 

Mr. Murpxy. I have been able to give you unobligated, sir. 

Mr. Passman. Could you give us the unliquidated figure for April? 

Mr. Murpny. No, sir: I could give you the unoblig: ted, 

Mr. Passman. The unobligated, then, in April ? 

Mr. Mosster. In March, which is the last date, $665,000 unliqui- 
dated. We had $705,000 at the beginning of the fiscal year. 

Mr. Passman. What is the average cost of that program per year? 

Mr. Mosster. We have it for the 2 years, which indicates $108,000 
for 1960, and it was $561,000 for 1959. 

Mr. Passman. Your last date indicates how much unliquidated? 

Mr. Mosster. The unliquidated is $665,000. 

Mr. Passman. For what purpose is the money spent ¢ 

Mr. Sause. Mr. Chairman, these are the costs of phasing out. 

Mr. PassmMan. Give us one example of phasing out costs. 

Mr. Sausr. The contract with New York University in Austria. 

Mr. Passman. They still have some personnel ? 

Mr. Sausr. There are still some participants, and, I believe, one 
technician in Austria. 

Mr. Passman. Do you anticipate any savings out of the $665,000 
to which you referred? Do you think you would have to spend all 
the money to complete the phaseout of the program / 

Mr. Mosster. It is all obligated. 

Mr. Passman. Of course, I am familiar with obligations. I am 
also familiar with unliquidated balances which in many instances are 
in excess of the amount needed to phase out a program. My question 
is, do you anticipate having any amount left that you may turn back 
to the Treasury / 

Mr. Mosster. Not at this time, sir. 

Mr. Passman. Mr. Rhodes, for Europe, special assistance ? 

Mr. Ruopes. Mr. Chairman, I do not have any questions that you 
have not covered. I am glad to see that this part of the program 
seems to be continuing down in this area of the world. I hope it will 
continue that way. That is all. 
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SPECIAL ASSISTANCE, AFRICA 
WITNESSES 


LEONARD J. SACCIO, DEPUTY DIRECTOR, INTERNATIONAL COOPER- 
ATION ADMINISTRATION 


DONALD B. McPHAIL, ASSISTANT DEPUTY DIRECTOR FOR OPERA- 
TIONS 

MARCUS J. GORDON, REGIONAL DIRECTOR, OFFICE OF AFRICAN 
AND EUROPEAN OPERATIONS 

JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE 
COMPTROLLER 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


Mr. Passman. For Africa in fiscal 1960 you had $97,500,000. You 
are requesting in fiscal 1961 $115 million, an increase of $17,500,000, 
or up by approximately 18 percent. Does that include the special pro- 
gram for Africa ? 

Mr. Sacco. Yes, sir. 


SprecraAL ProGRAM FoR TROPICAL AFRICA 


Mr. Passman. With respect to the $20 million special program for 
Africa out of special assistance, while this program is budgeted under 
special assistance, previous witnesses have indicated that it is a tech- 
nical assistance program, the one exception being that a larger per- 
centage of it will go for commodities. Upon further examination we 
finally got an admission that you had money in here for school build- 
ings, ‘educational buildi ngs, and equipment. Is that a statement of 
fact ? 

Mr. Saccro. It is, and there certainly was, as you saw, a direct state- 
ment ie that effect in my statement, sir. 

Mr. Passman. Was it the unanimous opinion of those in the ex- 
ecutive go ecqraitol ICA, that this should be started, or did you 
have some opposition from some members / 

Mr, Saccio. I do not recall that there was any op position on the 
part of the, I would say, top executives of the executive branch. ‘This 
was a proposal which was conceived in the executive branch, though 
in many instances I find that people outside the executive branch were 
thinking along the same lines. 

I should say from my experience that this program has what you 
would call a consensus of agreement in the executive branch as to 
its importance and its necessity. 

Mr. Passman. You know, and I know, that Africa could gobble up 
all of America, and just about absorb us in their 12 percent of the 
population of the world, and maybe you would not raise their standard 
1 percent. It is frightening to see that our imagination has led us 
into a country, Africa, where you have a population of about 350 mil- 
lion people, and you are starting this type of program. There is 
not any question about it in my mind, using the past as a yardstick, 
that this one program could lead us into maybe billions of dollars 
annually, It is fantastic. The law is broad enough that you can do 
just about whatever you want to do, but we will question you on this. 
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USE OF FUNDS FOR CONSTRUCTION OF HOUSING 


This is technical aid, and it is admitted it is technical aid; yet 
under the guise of special assistance you are starting a building pro- 
gram, and I believe it was indicated a certain amount of housing is 
also included. Is it your understanding that some housing for the 
supervisors is also included in this? 

Mr. Saccio, Yes,sir; it is part of the educational unit. 

Mr. Passman. The complete houses that you are building are for 
people to live in, financed out of this 4 

Mr. Saccio. Sir, there are not any definite and specific projects 
which we either are set on or have committed ourselves to, The pur- 
pose of the fund will be to direct our efforts in the area of education 
and training. Where this requires buildings for education and sup- 
plementary buildings, no doubt they will be of that type. 

Mr. Passman. That is the only question I asked, and T am going to 
ask it again for the record: that you have school buildings, agricul- 
tural and educational buildings, equipped: and we just want to know 
whether or not, under the program, you could build residences, hous- 
ing for the instructors and personnel you may have there. That 
is all we are trying to find out, if you envision doing that out of this 
appropriation, Let us say it is the most meritorious thing you ever 
considered: we just want to know whether or not vou are going to 
provide housing, construct houses, out of this sum. 

Mr. Saccio. In general this would be the type of expense that would 
be the burden that the country itself would carry, Our efforts in this 
direction would be to concentrate on the essentials of education where 
these, we feel, would be helpful in carrying out the objectives. 

Mr. Passman. I am not getting through. I am going to ask it 
again. Under this program you are going to construct school build- 
ings, or educational buildings, equipped. Now, are you likewise go- 
ing to build residences for people to live in out of this $20 million, 
if it is allowed ¢ 

Mr. Saccio. | thought I had directed myself to that question. 

Mr. Passman. I do not remember getting the answer; and if you 
could just tell me if you do contemplate building houses, 1 would be 
satisfied, whatever your answer may be. 

Mr. Saccio. Certainly it will not be the purpose to build houses 
us such. 

Mr. Passman. No, I did not say that, and I did not ask that ques- 
tion. Under this program do you propose to build houses, residences, 
something for people to live in ? 

Mr. Gorvon. We do not plan to do that, 

Mr. Passman. For the record, you ioe not sibs the build any resi- 
dlences, any houses, out of this program ? 

Mr. Gorvon. Mr. Chairman, in the case of a specific institution, if 
we respond to a request to build a university in Tanganyika we might 
make a contribution to the building program as well as equipment 
and staffing. If there may be some residences included, we would ex- 
pect the Tanganyikan Government to pay for that part of it. 

Mr. PassMan. We expect them to, but you do not know. 

Would you state specifically that there will be no housing construc- 
tion out of this allotment, or there may be some houses built ? 
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Mr. Gorvon. I think it would be very exceptional if it were done. 
Mr. Passman. I wanted to get that, because it was stated earlier 


that they would build housing. 


Mr. Gorvon. The fund, Mr. Chairman, may include training pro- 
eras in self-help housing. 

Mr. PassMan. What is self-help housing ? 

Mr. Gorpvon. In a number of countries, we have furnished special- 
ists to train local representat ives in the techniques of self-help housing. 

Mr. Passman. Then that means you would build houses duri - the 
training program. You would take these technicians, personnel, and 
material and, through a training program, build houses; and after 
you constructed them somebody would live in them ? 

Mr. Gorpon. We have requests from two African countries for help 
in self-help housing projects. 

Mr. PassMan. Iamtrying to understand. You take the technicians, 
training personnel, and material, and during the training process you 
build houses. After you have completed them, somebody would live 
inthem. Isthat correct ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. That was a hard one to get answered. Thank you 
very much. 

PROGRAM FOR AFRICAN COUNTRIES 


What is the total amount of funds to date, and programed for 
fiscal year 1960, for each of the countries under this program from 
other mutual security funds ? 

Mr. Gorpon. The Technical Cooperation program in 1960 for all 
of Africa- 

Mr. Saccro. Just for this area. 

Mr. Passman. For the countries under this special tropical 
program. 

Mr. Saccto. 1960, sir? 

Mr. PassMAn. Yes. 

Mr. Saccto. Technical assistance is $14.9 million. 

Mr. Passman. For 1961, the amount ? 

Mr. Sacctro. $18.6 million. 

Mr. Passman. Now may we have the other one ? 

Mr. Saccro. Under the special assistance fund for 1960 it is $12.5 
million. 

Mr. PassmMan. For 1961 ? 

Mr. Saccro. For 1961 a total of $27 million, $20 million of which 
is this special program for tropical Africa. 

Mr. Passman. The special program would be zero in 1960, $20 
million in 1961. Is that correct ? 

Mr. Saccro. He has taken off the $20 million. 

Mr. Passman. Zero in 1960. What others ? 

Mr. Saccto. This is for the area of tropical Africa. 





MILITARY ASSISTANCE FOR AFRICA 


Mr. Passman. Do you have the military figure available ? 

Mr. Saccro. I do not think there is any in this area 

Mr. Mureny. Some to Ethiopia. 

In 1960, Mr. Chairman, military assistance to Liberia was—— 
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Mr. PassMaAn. Give us the total, if it is this region. 
Mr. Saccio. Just tropical Africa. 
Mr. Murpeuy. $6,626,000. 
Mr. PassMan. 1961? 
Mr. Mureny. There you get into classified material. 
Mr. Passman. Give it to us and we will take the responsibility of 
deleting it. 
Mr. Mureny. 
Mr. Passman. You have four programs, and all but one are up. 
It is not classified if it is all together; is it / 
Mr. Mureny. Not if you put them together. 
Mr. Saccro. Do not indicate the years. 


PROJECTION OF SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Passman. Give us the total. Could you project the tropical 
Africa program into the future and tell us the total cost? Take the 
$20 million of the special program you have for tropical Africa and 
do a little projecting. 

First give us fiscal 1962. I do not believe you would start a pro- 
gram in “tropical Africa without having some plan. 

Would you project the cost of this program for tropical] Africa 
under the special $20 million category / 

Mr. Saccio. Our thinking along these lines, Mr, Chairman, is this: 
In this area of our activity if we can accomplish a substantial pur- 
pose of helping these countries to train a corps of particularly tech- 
nically competent people and administratively competent people to 
help them in the running of their government and their economy, it 
will probably be a rough figure of something like $150 million over 
a 5-year period. This is very rough. It does not consist of 

Mr. Passman. What do you have planned for 19624 

Mr. Saccro. We have no figure for 1962 that is at all definite, sir. 

Mr. PassMan. Does $150 million i include the $20 million ? 

Mr. Saccio, Yes. 

Mr. PassMan. This is a down payment of about 15 percent of what 
is anticipated the cost will be before it is concluded ? 

Mr. Saccro. If you accept even the $150 million as anything de- 
finite. I would rather put it in terms of the job to be done, as being 
in the magnitude of that size. In all likelihood the amount of $20 
million will probably be higher for 1962 and 1963. 

Mr. Passman. But you think at this time this program is firm 
enough that under this technical assistance, this educational building 
program, it will phase out at $150 million as the future total, from 
the beginning to the end ? 

Mr. Saccio. No; we were thinking within the context of the sort 
of planning we can do in this area. We would take a 5-year period, 
as a sort of context in which we would be operating, to see what we 
can do in the area of education and training. This we consider the 
most important area for these new countries that have become inde- 
pendent. 

Mr. Passman. This isa trial run? 

Mr. Saccio. No; we have a definite objective here of concentrating 
in the field of education. 
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Mr. Passman. We have a responsibility to the taxpayers which we 
must accept. 7 far as I am personally concerned, I will do all I 
can to keep you from getting into the trouble you are about to get 
into, because you are going into a country and an area, if you consider 
all of Africa , Which represents about 12 percent of the population of 
the world. It would be like trying to drain the Pacific Ocean with 
a soda-pop straw, in my opinion. Others m: Ly not share that opinion. 

Even though you have mentioned only two categories, we wish we 
could get some idea about what this would lead us into in subsequent 
years. 
7 TOTAL AID TO AFRICA 


We are looking under Africa, “Special assistance,” $115 million. 
Could you give us an idea of what you may allocate for Africa in 
fiscal 1961 under all parts of the program 4 

Mr. Saccro. For all of Africa ¢ 

Mr. PassmMaAn. It would be a good place to have in the record all 
of Africa. 

Mr. Saccio. I should like permission to get back to the question of 
tropical Africa after Mr. Murphy has answered. 

Mr. PassMan. You may return to it now. 

Mr. Murrny. The grand total for 1961, Mr. Chairman, is $157,- 
480,000. 

Mr. PassMAn. With those figures, could you project all categories 
into the foreseeable future / 

Mr. Murpnuy. I could not, Mr. Chairman. 

Mr. PassmMan. I think you have answered my question. 

If you have a further answer, Mr. Saccio, we shall be pleased to he: 
from you. 

Mr. ‘Saccto. Since you had directed yourself to the question of policy 
here, which is of paramount importance, I think it would be well to 
refer at least to the views of the authorizing committees on the ob- 
jectives that are outlined in our presentation. 

Mr. Passman. Refresh my memory on policy rather than trying to 
get a footing to examine on the appropriation, so I can follow you? 

Mr. Saccto. I think your remarks were directed to something that 
sounded like a tremendously hopeless case of wastage of funds in an 
area where you seem to imply that no benefit would come. 

Mr. Passman. I did not say no benefit would come. I endeavored to 
say that the resources of the United States would be liquidated long 
before we could ever accomplish what you are attempting to accom- 
plish, if you pursue the same procedure in this region as you have 
in other countries where we have provided these various types of aid. 

You are dealing with an undeveloped part of the world which rep- 
resents 12 percent of the total population. 

We have to refer only to India, and I am pro-India. We are in 
there with billions, and I am afraid our resources would be liquidated 
and we would be begging for crumbs ourselves before what we desire 
could ever be accomplished, 

If it is policy, I shall return to the dollar part of it, as you have 
projected this and given us $157 million for fiscal 1961. 

Mr. Murphy, I believe you said you could not project it to the 
ultimate ? 
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Mr. Murreny. I am sure you realize the difficulty here. 

If you were to ask that same question of the Joint Chiefs of Staff, 
to project the ultimate cost of the U.S. defense program, I am sure 
they would be unable to do it. 

Mr. Passman. That is verifying that this program, even though it 
started on a temporary basis, is indefinite. It could go on and on and 
on. This is a fixed part of our foreign policy, to just spend money, 
and there is no hope of this thing phasing out in the immediate future. 

Mr. Saccio. Sir, if we did not have the problems with which we 
are faced, I would be happy to join you and say let us phase it out 
right away. 

Mr. Passman. People will be confronting those problems in all 
presents 500 years from now, but let us hope not. 

Mr, Saccro. The only 100 I am worried about are the next. 

Mr. PassMan. On page 61, I note that European assistance to tropi- 
cal Africa is on the order of $600 million, in addition to assistance 
from other non-European countries, $79 million to E xport-Import 
Bank loans, $10 million to U.S. technical assistance, plus IBRD loans, 
In addition, the DLF has loaned $27 million. 

How is this $20 million going to assist substantially in the develop- 
ment of this area, in view of the tremendous amount of mone y that 
is already being poured into this area from nonmutual security pro- 
gram sources ¢ 

Mr. Saccio. Our purpose here is to carry out a limited type of 
program in the field of education for two very specific purposes. They 
are both defined as political. One is to try to help these countries 
in their formative years to find their own way so they do not fall into 
what I personally fear may be an awfully difficult pred of adjust- 
ment once they become politically free. Secondly, to identify the 
United States with the aspirations of these people. 

These two objectives are intended to meet the overall objective of 
preventing somebody else getting there before we do. 

Mr. Passman. Even though we were told time and time again we 
were not on a competitive basis with Russia in this aid program, and 
the record is filled with that, the approach is now different. 

However, with this $150 million projected program we are dealing 
with just two phases ? 

Mr. Saccio. There are two immediate objectives and we consider 
this area of the highest priority. 

Mr. Passman. Did you not include this $20 million by special 
request from a Member of Congress ? 

Mr. Saccio. The answer is “No.” 

Mr. Passman. If it is not direct, is it not indirect response to some 
members who happen to have a particular feeling for this section ? 

Mr. Saccio. The answer again is “No.” 

Mr. Passman. I happen to know that you had some people in ICA 
who were not as enthusiastic about this program as you, and they 
felt it should be gone into, sir. We might have to get into that later. 

Mr. Saccto. Let me add tothis. I did not mean there are not many 
people outside of the ICA and the executive branch who are interested 
in this program and would like to see it go ahead. 

I assure you any implication we are doing this to satisfy somebody’s 
political requirements is not so. 
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Mr. PassMAn. You happen to have one of your ae assistant 
secretaries before this committee. He stated he had a call from a 
Member of Congress that morning suggesting it was not enough 
money in there. 

I asked him to give me the name of the Congressman and he de- 
clined. 

Mr. Saccio. That is different from saying we ought to start this 
program. 

Mr. Passman. I speak of appeasement now. It has happened be- 
fore. You cannot tell me that the little deal in Netherlands and 
Australia housing was not to satisfy a Member, or Members of Con- 
gress. The record is clear on that. We just hope we do not go too far. 

Mr. Saccro. May I state for the record that in your remarks you 
feel there was one individual Congressman or Senator who was in- 
terested in this sort of thing. I would like to point to the fact that 
both authorizing committees took a position on this. 

Mr. Passman. I did not only indicate that but the Under Secretary 
suid he had a call from a Member of Congress about this very item the 
day he appeared before the committee. 

Am I recalling correctly ? 

Mr. Murpny. Yes, sir, but that was merely, as I recall it, telling 
about a Member of Congress who was expressing the opinion that 
the executive was not being imaginative enough and had not asked 
for enough funds. I do not think he meant to imply that the item 
was put in the bill because of that kind of a call. 

Mr. Passman. I think that is what I said. 

Mr. Murrny. I wanted to be sure we understood one another. 

Mr. Saccro. That is another thing. 


REPORT OF NATIONAL ACADEMY OF SCIENCES STUDIES ON SPECIAL 
PROGRAM FOR AFRICA 


Mr, Passman. Last year we noted that the National Academy of 
Sciences was making a $150,000 study with the objective of recom- 
mending ways in which more effective use could be made of U.S. 
assistance in Africa. Is this $20 million special program for Africa 
the result of that study ? 

Mr. Saccro. It is definitely the report of the National Academy 
of Sciences Committee on Africa, and that is the basis of the proposal 
before you today. 

Mr. PassMan. Would we be privileged to have a copy of that 
report ¢ 

Mr. Saccro. You certainly may. 

Mr. Passman. Would you state who is the head of the National 
Academy of Sciences? 

Mr. Saccto. Dr. Detlev Bronk, head of the committee which car- 
ried this job out for us. 

Mr, Passman. Would you give us some background of this organ- 
ization ? 

Mr. Saccro. I am afraid I cannot give you the details on it. I can 
tell you this: Director Smith had long discussions with the officials 
of the National Academy of Science. 

Mr. Passman. How long was he with the ICA ? 
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Mr. Saccro. Eighteen months, if I recall. 

Mr. Passatan. Thank you very much, sir. 

Mr. Saccio. He made it a point to study the problems that he 
thought existed here and asked the National Academy of Sciences 
to appoint a committee of experts to look into the problem. They 
did and gave us this report. 

Mr. Passman. Did you pay a fee for this report ? 

Mr. Saccro. The whole figure is included. 

Mr. PassmMan. What was the cost to get them to make this recom- 
mendation ¢ 

Mr. Saccio. I haven’t the figure here. 

Mr. Gorvon. I would have to get the exact figure. They absorbed 
some of the cost. It was under $100,000 for the total study including 
their travels in Africa and their use of consultants. I would have to 
get the exact cost. 


COMPOSITION AND ORGANIZATION OF NATIONAL ACADEMY OF SCIENCE 


Mr. Passman. Do any of you know anything about the National 
Academy of Science, of whom it is comprised, where it is domiciled, 
and so on? Give us some background, so we may form an opinion 
as to whether or not they are qualified to get us started on a program 
of this type. 

Mr, Gorpon. I have been in their offices. They are on Constitution 
Avenue at about 22d Street. It is the National Research Council 
suilding there. 

Mr. Passman. How long have they been domiciled in Washington! 

Mr. Gorpon. I do not know. 

Mr. Passman. Do they operate in any other part of the country?! 

Do you know the number of personnel in the organization ? 

Mr. Gorvon. We will have to submit a comprehensive statement 
for the record. 

Mr. Passman. Do you know now ? 

Mr. Gornon. No, sir. 

Mr. Passman. Do any of you know? 

Do you know anything about the background of the individuals 
who made this study ? 

Mr. Saccro. Yes, we could give you the full list. 

Mr. Passman. I do not think you would recommend a contract 
like this without some knowledge of it. How well do you scan the 
man who made the study ? 

Mr. Saccro. Dr. Harrar? 

Mr. Passman. Yes. 

Mr. Saccro. He is the vice president of the Rockefeller Founda- 
tion. He was chairman of the group which made the study. 

Mr. PassmMAn. He is also vice president of the Rockefeller Founda- 
tion ¢ 

Mr. Saccro. That is right. 

Mr. Passman. What other organizations is he in? 

Mr. Saccio. He is a known educator. I can get you his bio data. 

Mr. Passman. He is a member of many of these organizations 
which work in several fields ? 
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Mr. Saccto, His main interest is in connection with the work of 
the Rockefeller Foundation, and via the National Academy of Sciences 
he was brought into this job. 

Mr. PassmMan. You employed him and paid him a fee for making 
this study and submitting the report ? 

Mr. Saccto. A fee was paid to the National Academy ; yes. 

Mr. Passwan. We are talking about the National Academy of 
Sciences. 

Mr. Saccio. This was reimbursement of expenses only. There was 
no fee to any of these people. 

Mr. Passman. It is all the same, whether you use a stick or a spoon. 
You are spending money, and they were paid a certain amount of 
money to make the study. 

Mr. Saccio. To cover their expenses. 

Mr. Passman. We have gone into one of those nonprofit institutions, 
such as the Governmental Affairs Institute. 

Mr. Grant. We have additional information. The National Acad- 
emy of Sciences is a quasi-official agency of the U.S. Government. 
The President of it is—— 

Mr. Passman. I wish you would follow this, gentlemen. Repeat 
that. 

Mr. GRANT. It is a quasi-official agency of the U.S. Government. 

Mr. Gary. What is / 

Mr. Passman. This National Academy of Sciences which recom- 
mends this program in tropical Africa. 

Would you lke to continue ¢ 

Mr. Saccto. It was established by an act of Congress approved by 
Mr. Lincoln in 1863. The president is Detlev W. Bronk. 

Vice president is Farrington Daniels. Foreign secretary is H. P. 
Robertson. Home secretary is Hugh L. Dryden. The treasurer is 
William J. Robbins. The executive officer is S. Douglas Cornell, and 
the business manager is G. Donald Meid. This statement appears in 
an official publication of the U.S. Government, U.S. Government Or- 
ganization Manual, 1959-60, It appears on page 548 and it outlines 
the purposes, the organization, the work and the activities of the 
organization. 

Mr. PassMAN. What you said a while ago is that this organization 
was chartered by the Congress 4 

Mr. Ruoves. That is right. 

Mr. Passman. They have no other interest in it any more than they 
would have, say, in the American Veterans of World War II and the 
American Legion ? 

Mr. Ruopes. They work closely with the National Science Founda- 
tion. I have had occasion to work with them as a member of the Inde- 
pendent Offices Subcommittee. 

Mr. Passman. It may be the finest organization that you have in 
Washington; but, nevertheless, I think that those who are familiar 
with this program should have a little background on these people. 
They may be eminently qualified in one field but whether they are 
qualified to conduct a study of this type would be something else. 

We wish you would give us all the information you can. 
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Mr. Saccro. If I may read from the congressional charter which 
States : 

The Academy shall, whenever called upon by any Department of the Govern- 
ment, investigate, examine, experiment, and report upon any subject of science 
or art, the actual expense of such investigations, examinations, experiments, and 
reports to be paid from appropriations which may be made for the purpose, but 
the Academy shall receive no compensation whatever for any service to the 
Government of the United States. 

In other words, they would be paid for their expenses. There would 
be no fee. 

Mr. Passman. But they could get the equivalent—— 

Mr. Saccio. Their actual expenses. 

Mr. Passman. They could get the equivalent of a fee through ex- 
penses, though, and still be within the law. 

Mr. Saccro. Pay for their expenses in carrying out the study. 

Mr. Passman. I am quite familiar with how broad that can be, 
because $100 a day and something under $100,000 to make this study 
will cover it. We have not established how many went, how long 
it took. But it would require too much time to do that. 

Mr. Saccrio. There is one thing I should like to say. I hope in 
carrying out or planning programs of this kind that we do our best 
to make use of the knowledge that is available to us instead of going 
ahead on assumptions which may be entirely wrong. I would rather 
say—- 

Mr. Passman. There might be instances where you can pursue these 
things, and it would take a big book to list instances where you 
have not. 

When you start admitting for the record it is on a political basis, 
and there is no economic justification, that is certainly—— 

Mr. Saccro. We are not withholding this from you. We are telling 
you where we think there is an economic justification and we are tell- 
ing you frankly where we think there is not. 

Mr. Passman. All right. 


ADMINISTRATIVE COSTS OF SPECIAL PROGRAM FOR TROPICAL AFRICA 


What is the estimated cost of administering this program ? 

Mr. Saccio. Thetropical Africa program ? 

Mr. PassMan. Yes. 

Mr. Mosster. Our answer to that is that we do not have the exact 
figure, but part of the increase we gave you for administrative ex- 
penses covered this. 

Mr. Passman. We want to know what is going to be the cost of 
administering this program, regardless of from what appropriation 
you take it. “Ts it not true that. you will open up four new missions 
in this section ? 

Mr. Saccto. Yes. 

Mr. PassmAn. You will have to staff those missions? 

Mr. Saccro. That is right. 

Mr. Passmayn. I think we are entitled to know what you estimate 
it will cost to administer this program. 
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Mr. Saccro. For the operation of programs in this country, both 
TC and SA, as well as possible Public Law 480, local currency ad- 
ministration, not just for the tropical fund. 

Mr. PassMan. Could you give it to us for this new program ? 

Mr. Mosster. We will furnish that, sir. 


NUMBER OF PERSONNEL 


Mr. Passman. Can you tell us the number of personnel required to 
administer this new tropical program, this $20 million item? 

Mr. Mosster. We will supply that, also. 

Mr. Mureny. We did not bring materials on the administrative ex- 
pense item with us today, sir. We are unable to answer that kind of 
question at the moment. 

Mr. Passman. You would not ask the committee to recommend an 
appropriation with inadequate information? We would like to know 
the number of personnel. In technical aid, you have been able to 
give it to us in the past. 

Mr. Mureuy. We can give you the program personnel. You asked 
about administration. 

Mr. Passman. Give us the program personnel. 

Mr. Saccio. The figure would have to be a combinationof TC and 
SA. 

Just one moment, Mr. Chairman. 

Mr. PassmMan. When you were justifying administrative expenses 
I do not believe you mentioned this program. So you will know why 
we asked the quest ion, on page 67 it states this headquarters may take 
the place of USOM. 

You state: 

A regional office may be established to provide staff assistance. 


That being true, we want to know about the personnel. 

Mr. Mosster. We specified in the administrative hearings we did 
not have a specific request in for a regional office there. 

Mr. Passman. It is mixed in the mulligan. We want to find out 
what it will cost to start the program, and the number of personnel 
involved. 

Mr. Mosster. We did explain to you at that time we had some in- 
creases in the African post but we did not identify them solely with 
this program. 

Mr. PassMAN. That is why we ask the question. We want to as- 
certain the number of personnel that you will use in this new tropical 
Africa program. 

You mentioned here that you may have a centrally located head- 
quarters. The regional office may be established to provide staff 
assistance. 

This could be very far-reaching. Will you try to help us establish 
the number of personnel ? 

Mr. Gorvon. In the early presentation on TC there is an expansion 
proposed of $4 to $5 million for 1961. 

The same technical people handling the TC projects will deal with 
the Government with respect to planning and execution of any pro- 
jects that materialize under this special program for tropical Africa. 








SIMILARITY OF PROGRAM TO TECHNICAL COOPERATION 


Mr. Passman. Why is there any justification for breaking this out 
of the regular technical assistance program, if that is how it will be 
worked ? 

Mr. Gorpon. Because of the nature of the expenditure. 

Mr. Passman. Could you accomplish the same thing by stating it is 
a technical aid program? You say you are going to use the same 
technicians. You certainly could have built the school buildings and 
equipped them. 

We are getting this technical aid scattered in so many fields we do 
not understand it. 

If you are going to use the same technicians, I wonder if you could 
not revise your request: before final approval to Congress, and throw 
this back into technical aid where you already have a technical aid 
program going, and indicate you want a certain amount of money 
for school buildings there? You have the authority to do it. 

If you are going to use second technicians that makes it even more 
complicated. 

Mr. Gorpon. It is not the kind of thing generally done under 
technical cooperation. 

Mr. PassMan. How are you going to use the same technicians, then? 

Mr. Gorvon. One technician can supervise a narrow TC project 
or an expanded educational program. In many countries the same 
technicians are used for both programs. 

Mr. Passman. As it stands now, you do not know the number of 
personnel, and you do not know whether you will open a regional 
office there, and you do not know what the administrative expense 
will be for this project ? 

Mr. Gorpon. Not precisely. 
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(The following information was subsequently furnished for the 
record :) 

The following tabulation reflects the number of additional positions and related 
funds included in the administrative expense budget for fiscal year 1961 for that 
part of Africa covered in the special program for tropical Africa. 


| 
| Positions 
| 
| 
| 


Cost 
United Locals 
States 
New locations: 
Cameroons 2 ‘ : 5 10 $138, 200 
Sierra Leone 5 8 128, 100 
logoland ‘ i eee : ey | 5 8 120, 100 
Staff increases 
East Africa 2 3 51, 600 
Federation of Rhodesia and. N yasaland. | 2 2 41, 400 
Ghana__- j z ‘ | 3 57, 100 
Guinea. . ae Sod . ae ee : 3 a 52, 900 
Nigeria : Seas 6 | 1 154, 100 
Somalia. srk. — 3 : ish | 6 5 131. 900 
Total. estes : See asimh ga escesaeral 37 37 875, 400 


The foregoing requested increases are required to administer new or expanded 
programs in the listed countries and did not take into consideration any apprec- 
iable added administrative workload which may result in fiscal year 1961 from 
the impact of this newly proposed special assistance program for tropical Africa. 
Rather, it is expected that the full impact of additional staff which may be re- 
required in the tropical African countries will not occur until fiscal year 1962, and 
that such additional administrative staff required for these countries because of 
this program will be included in the fiscal veur 1962 estimate for administrative 
expenses 


PROJECTION OF SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Ruopes. This being a $20 million first payment on this pro- 
gram, do you have any projection as to what the cost might be in 
subse quent years ¢ 

Mr. Saccro. In answer to the chairman’s question on this, I in- 
dicated that we had no basic way of determining what the overall 
cost would be. 

We thought that any program of significance in the area of educa- 
tion considering the problems of this kind should be thought of 
within a period of 5 years so your probable annual increment would 
be larger than $20 million for 1962, 1963, and the year following. 

This is the program as the President adopted it, and in his state 
of the Union message he recognized the cost might be larger than 
$20 million in following years. 


REASON FOR SPECIAL PROGRAM FOR TROPICAL AFRICA 


Mr. Ruopes. Is this set up separately to dramatize in Africa or 
the United States the need for this program? I do not think you 
have adequately pointed out, at least not to me, why this particular 
program in Africa requires special treatment. 

We have not done anything like this in Asia, although we have 
fulfilled some of the same needs we will fulfill here. 

Why set this one up separately 7 
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Mr. Saccio. Two basic reasons. One is to try to ac ‘omplish at least 
part of the political purpose of setting up this work, that is to tell 
the African countries we are sympathetic with their position and their 
difficulties when they are going through this period of colonial status 
to independence. 

We put it in the field of education because we did not want to get 
into anything that would sound political in the close sense of the word, 
We wanted to get into a field where we think their greatest need is 
from our studies so far. 

We put it separate and apart to get away from these levels of aid 
country by country which has become fairly traditional in other parts 
of the program. 

As far as putting it in “Special assistance,” though it has elements 
of technical cooperation—no doubt, the basic reason is to treat this 
as an overall objective, identify it as a U.S. interest, not only to our 
own people but to those people we are trying to help. 

Mr. Gorpon. Part of the reasoning, also, was for purposes of 
dramatizing. If you have a lot of individual country funds of a 
few hundred thousands, you do not get much political achievement. 
The $20 million figure to the Africans would achieve something of a 
dramatization. 

Mr. Anprews. I think you have impressed on us the importance of 
this program in Africa. Is the NAACP taking any part in urging 
that these tremendous sums of money be spent in Africa ¢ 

Mr. Gorpon. None whatever, sir. 

Mr. Saccro. Not that I know. 

Mr. PassmMan. Spec ‘ific ally, and to the point, in prior examination 
it was stated that you were handling this differently because a higher 
percentage would be spent on commodities, and so far as I know that 
was about the limit of the basic justification. Of course, it comes out 
of “Special assistance,” but a higher percentage of this $20 ae of 
technical aid would be spent for commodities, and then |} Vy a con- 
tinuation of the examination we found out that school buildings and 
housing would be built out of it. 

I think today the statement has been made that it was because a 
higher percentage would be for commodities: and by very difficult 
probing we developed you would construct housing. 

If it is to dramatize, that is one thing. If it is political, that is 
something else. If it is because you want to use a larger percentage 
for commodities so you can build school buildings, that is something 
else. It certainly leaves me confused. Maybe other members under- 
stand it, but I admit I do not. 

Mr. Saccro. Each of these reasons is an important element of our 
decision. 

Mr. Passman. You have given reasons you did not give before. 

Mr. Saccro. If I may say so, my statement beginning on page 9 
covers the basic reasoning that you have just given. 

Mr. Passman. Mr. Saccio, if a man should attempt to examine you 
on this very voluminous 48-page statement, it would take each member 
5 to 6 weeks to get into the detail you brought out. Therefore, what 
we do istoask a few pertinent questions. 

I yield to Mr, Rhodes on the African special assistance program. 
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Mr. Ruopes. I think I have completed my questioning on this par- 
ticular program. 

Mr. Passman. We are discussing all of Africa. The estimate is 
$115 million. 

Mr. Ruopes. Off the record. 

( Discussion held off the record. ) 


Erutorpta 


Mr. Passman. In 1960 you had $300,000 for special assistance in 
Ethiopia. You are asking for ——— in 1961, an increase of ——— 

Mr. Saccio. That is correct. 

Mr. Passman. Is that aclassified item / 

Mr. Saccto. The 1961 figure is. 


. 


RADIO BROADCASTING PROJECT 


Mr. Passman. When was the radio broadcasting network project 
initiated 4 

Mr. Gorpon. That project was part of the grant made as a result of 
the Richards mission from 1957 funds; $1 million was obligated for 
a radio broadcasting station which the Ethiopians had requested. 

Mr. Passman. What is the total cost, from the start to fiscal 19604 

Mr. Gorpon, Special assistance 

Mr. Passman. The broadeast ing net work proje CU. 

Mr. Gorpon. That 31 million contribution for the broadcasting 
project was sup plemented by a small amount which I will get in just 
amoment. That is the bulk of it but there was an additional $70,000 
of S 7 funds. 

Mr. PassmMan. Give us ~ total if you will, please. 

Mr. nak. $1 million in DS, $70,000 SA, making $1,070,000. 

Mr. PassMaAn. $1,070,000 bathe radio broadcasting network. 

Does that include $261,000 programed for 1960 for construction of 
buildings to house the broadcasting service / 

Mr. Gorvon. I do not believe there was any 1960 money in the 
broadcasting project for that, sir; $1,070,000 is all we have committed 
for that project. 

Mr. Passman. How much have you spent for construction of build- 
ings to house the project 

Mr. Gorpon. ‘The broadcasting project 4 

Mr. PassmMan. Yes, that was the question. 

Mr. Gorpon. 1 shall furnish that. 

Mr. Passman. We are constructing buildings, are we not, to house 
the broadeast ing project / 

Mr. Gorpon, Lam sorry, sir. There was $261,000 equivalent in local 
currencies, in addition to the $1,070,000. 

Mr, Passman. I did not want to embarrass you. I read the record. 
If you wanted to pass it up I was going to give you an op portunity. 

Therefore, you would add to the Sl million- plus the amount of 

$261,000 programed for 1960 for the construction of buildings? 

Mr. Gorpon. Yes, sir. That was local currency programed in 1960 
for that purpose. 

Mr. PassMan. It was generated from American dollars. 

Mr. Gorpan. That is right, out of prior year funds. 
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Mr. Passman. It is out of our local currency. 

Mr. Gorpon. That is right. 

Mr. Passman. What is the total cost of the building ? 

Mr. Gorvon. Out of local currency for developing usage in Ethio- 
pla? 

Mr. Passman. I know it is Ethiopian local currency, but U.S.- 
owned ? 

Mr. Gorpon. It originally came from our appropriation. 

Mr. Murruy. U.S.-owned local currency. 

Mr. Passman. Generated from U.S. dollars. 

Mr. Gorvon. That is right. 

Mr. Passman. What is the total cost of the building? 

Mr. Gorpon. Of the buildings? 

Mr. Passman. What will be the total cost of the buildings ? 

Mr. Gorpon. We have no funds programed in addition to the 
261,000 programed for the buildings. 

Mr. Passman. When will the project be completed ? 

Mr. Gorpon. That has been a slow-moving project. 

Following the agreement on the fiscal year 1957 funds, there was 
a long period of negotiation with the Ethiopian Government. There 
were several changes of location and technical plans on their part. 
There was discussion also as to whether the facilities should be short 
wave or medium wave. 

Just recently agreements have been arrived at finally. The plan 
now calls for a final review of all the technical problems at about 
July 1. We expect this project to move very quickly from then on. 

Mr. Passman. Do you think the 1957 estimate will remain firm? 

Mr. Gorvon. We do not anticipate putting any more funds in this 
project. Any more funds will be Ethiopian funds in this project. 

Mr. Passman. What I want to know is if the estimate of $1,331,000 
will remain firm, and complete the project without additional local 
currency funds or dollars ? 

Mr. Gorpvon. So far as we know, that is right, but this review 
about the first of July will establish that for sure. 

Mr. Passman. It may require additional funds? 

Mr. Gorpvon. We do not think so but it is possible. 

Mr. Passman. Has any construction been done on the buildings! 

Mr. Gorpvon. For the radio broadcasting network ? 

Mr. Passman. Yes. 

Mr. Gorpon. Not yet, sir. 

Mr. Passman. I wonder how much of our funds we could run down 
where we have been obligated 3 or 4 years and the estimate had not 
been firmed up, and at a subsequent date they have attempted to work 
out the technical details. This has been obligated since 1957, and 
you have not started work on the network or the buildings; it is still 
on paper. 

Mr. Gorvon. The bids are out and are due about now. 

Mr. PassmMaAn. But it is still on paper at this time ? 

Mr. Gorvon. Mr. Chairman, this has been characteristic of some 
of the programs that grew out of the Richards mission. The offers 
were made to the governments which accepted them. At that time, 
there were firm agreements but changes in minds have occured, as have 
technical difficulties. 
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Mr. PassMANn. I wish we had the fortitude to be firm about these 
things. Here we go and blanket out $1,331,000 for a radio broad- 
casting network, and several years later we are still trying to come 
up with the technical details to build the network. 

Mr. Gorpvon. I think this is the worst example in this region. 

Mr. Passman. [hope so. 


BUDGET SUPPORT IN LOCAL CURRENCY 


Page 78 indicates a budget support item of $400,000 in local cur- 
rency. Will you comment on that, please ? 

Mr. Gorvon. In Ethiopia we have used U.S.-owned local currencies 
to assist the Ethiopian Government to pay the local costs of projects 
in connection with education, health, and agricultural programs, in- 
cluding salaries of some teachers and health personnel. 

Mr. PassMan. U.S.-owned currency ? 

Mr. Gorpon. This is U.S.-owned (sec. 402) cotton sales proceeds. 

Mr. Passman. U.S.-owned / 

Mr. Gorpon. Yes. 

Mr. Saccto. The 1961 program, as has been previously indicated, 
is essentially to assist the Ethiopian Government in meeting the ex- 
penses of carrying out certain projects which, if not supported by 
local currency funds, would fail of their objective. 

As I have indicated before, we expect that this Government will 
have a budgetary deficit in the forthcoming years and if there is no 
support to these projec ts they will have to be stopped. 

Mr. Conre. Mr. Saccio, do you mean we need to contribute money 
tothe Ethiopian budget / 

Mr. Saccto. For these specitic projects. What we have here are a 
number of projects we have gotten underway with contemplated 
contributions from the Ethiopian Government. 

Mr. Conre. We will contribute directly to the Ethiopian Govern- 
ment’s budget ? 

Mr. Saccro. No. We are financing an import program that gen- 
erates the local currency which is used to cover the local costs for 
specific projec ts. 

Mr. Conte. All this money is generated through Public Law 480? 

Mr. Saccio. No; most of these commodities are outside of surplus 
agricultural commodities. 

Mr. Gorpon. This ———— will be ——— for agricultural commod- 
ities and ———— for machinery and equipment. We will finance those 
imports and the proceeds will be released for projects in Ethiopia. 

Mr. Contre. That is ———— million ? 

Mr. Gorpon. No, ———— 

Mr. Saccro. We send in the commodities. Those are sold in the 
economy and the proceeds in local currency are used for these proj- 
ects. We send in — of goods, they are put in the market, they sell 
the goods to their own people, and that is the ——— used to cover 
local currency costs. 

Mr. Conte. Would it not be better under the special assistance 
program to give the people themselves commodities? 

Mr. Saccto. We feel if you have an educational system that you 
are supporting, for instance, and they cannot pay the teachers, the 
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better way of helping the country, instead of giving people commodi- 
ties for consumption, is to sell the commodities to them and get their 
money to pay the teachers. It is a form of enforced savings. If we 
did not put the goods in there and tax the people it would mean it 
would be inflationary to a certain extent. 

Mr. Ritopes. Will the gentleman yield 4 

Mr. Contre. Yes. 

Mr. Ruopes. What kind of agricultural products will you send into 
that country / 

Mr. Gorpon. It would be cotton this year. It was wheat in 1959, 

Mr. Ruopes. There is a lot of cotton in the Commodity Credit Cor- 
poration probably available under Public Law 480. Why would you 
not use that 4 

Mr. Gorpon. We are required to use $175 million under our act 
for the purchase of agricultural products. In our planning we try 
to use Public Law 480. Where that is inadequate, we go to section 
402 where $175 million is set aside for surplus agricultural com- 
modities. 

Mr. Contr. Do you buy this from the open market ? 

Mr. Saccro. It has the same effect in that CCC has obligations 
in connection with a certain amount of surplus. 

Mr. Riropes. Off the record. 

(Discussion off the record.) 

Mr. Anprews. Would this not show up as a loss for the agricul- 
tural program / 

Mr. Murrnuy. Yes, it does, because virtually every bale of cotton 
is either owned by CCC or they have made loans against it, as I 
understand it. 

Mr. Passman. If the gentleman will yield, you have two different 
plans. You have some people who never put their cotton in the loan 
program. In my district most of the farmers do not put their cotton 
under the loan, but sell it on the market. 

Mr. Murreny. I should Say in excess of the domestic needs. I think 
with that exception what I have said is accurate. 


PRICES FOR SURPLUS COMMODITIES 


Mr. Anprews. Can you tell me how much is charged against the 
agricultural program because of the ICA program ? 

Mr. Murpnuy. That is a hard question to answer, Mr. Andrews. If 
you look at it as a particular bale of cotton used in the ICA program, 
the difference between what CCC pays for it and the world market 
price has to be appropriated to repay the capital of CCC, because 
the cotton sells at the market price both under the ICA program 
and Publie Law 480. 

The problem comes about because a lot of cotton is sold, under 
Public Law 480 particularly, which has the effect of generating 
currency which in turn is used by ICA for the country concerned 
but which, IT would say, would not be subject to appropriation re- 
quests had the agricultural surplus not existed. So to tell you which 
we have which is not charged to ICA is almost impossible. 
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LIBERIA 


Mr. Passman. You are requesting no special assistance funds for 
fiscal 1961 for Liberia ? 

Mr. Saccro. There are no special assistance funds requested, but 
Liberia would be one of the countries included in the special program 
for tropical Africa. 

Mr. Passman. While no funds are requested under special assis- 
tance for this country, we do have a technical cooperation program 
of $2,600,000; and it is contemplated that Liberia will also receive 
assistance from the special fund for tropical Africa? Is that correct ? 

Mr. Saccio. That is right. 


ETHIOPIA 


Mr. Gorpon. May I go back to Ethiopia? This ———— for MSP 
was a military item. The remaining ———— was for the projects we 
were talking about. The ——— is for a military project to provide 
a technical training center for the Armed Forces. That is on page 


i8. The remaining ——— is for agriculture, health, sanitation, and 
education. 


SOMALIA 


Mr. Passman. Are the figures for Somalia classified ? 
Mr. Saccio. Yes. 
Mr. Passman. We shall indicate there is - 


AGRICULTURAL CREDIT FUND 


Page 85 indicates that ICA has set up an agricultural credit fund 
of $40,000 in local currency for small farm development loans. 

Is this similar to the ones we have discussed heretofore ? 

Mr. Mureny. In a manner of speaking. Most of those we have 
discussed have been industrial in type. The technique is the same. 

Mr. Passman. You are opening up credit funds for development 
loans, which, in etfect, is some type of lending institution, or bank, 
out of this appropriation, the same as under technical assistance ? 

Mr. Murrenuy. In technical assistance we did not contribute to the 
capital of any of the banks. We gave advisory assistance. 

Mr. Passman. But you gave them the technique to open up a bank- 
ing institution, and then they asked for a loan. Here you are pro- 


viding an agricultural credit fund in local currence y for small farm 
development loans? 


Mr. Mureuy. That is right. 


MOGADISCIO WATER SUPPLY 


Mr. Passman. What is the estimated cost to complete the new pro- 
ject for overhauling the Mogadiscio water supply system for which 
——— is budgeted in fiscal year 1961 4 

Mr. Saccio. The estimated obligations in dollars after 1961 

and the year of completion is — 

Mr. Mureny. That makes a total of — Mr. Chairman. 
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Mr. Passman. That is dollars. What about the local currency ? 
Mr. Murrny. We have no local currency earmarked for that, Mr, 

Chairman. 

SUDAN 


Mr. Passman. Are the figures for Sudan classified 7 

Mr. Sacctio. Yes. 

Mr. Passman. We shall indicate there is ———— in the program out 
of special assistance for Sudan. 


BUSES 


Under which objective of special assistance, as listed on page 6, did 
the purchase of 30 large buses for the Khartoum Municipalities Trans- 
port Committee qualify ? 

Mr. Gorpon. Sir, this was a part of the nonproject assistance. We 
are financing imports in the Sudan. 

Mr. PassMAn. My question is, under which objective of special 
assistance, as listed on page 6, did the purchase of 30 large buses for 
the Khartoum Municipalities Transport Committee qualify ? 

Mr. Saccio. The basic point would come under (c), sir. 

Mr. Passman. Did you say (c) ? 

Mr. Sacco. Yes, sir. The main thing would be (c) and (d) would 
be part of it. 

Mr. Passman. Do you know of any municipality in the United 
States that would qualify to get a grant for 30 buses for its municipal 
transport system ¢ 

Mr. Saccro. The State of Connecticut supports schools that way. 

Mr. Passman. I am not talking about States. I am talking about 
Federal —_ ince to buy 30 buses for a municipal transport system, 
Would it be just as applicable here in the United States as in this 
program ‘ 

Mr. Murphy, can you answer that, yes or no? 

Mr. Murrny. There probably would be if they could pay for it 
in counterpart funds. 

Mr. Anprews. Will the gentleman yield ? 

Will these buses be used in a public transportation system? Will 
people be charged to ride in them or will they get free rides? 

Mr. Gorvon. They would be used in a regular public transportation 
system. The buses were incidental since the program was to finance 
imports. These buses were part of the imports we financed to gen- 
erate the funds to meet Sudan’s balance of payments crisis, 

Mr. Passman. Where did they buy these buses ? 

Mr. Gorpon. I believe these were English buses. 

Mr. Anprews. Who will get the revenue from the operation of the 
buses ? 

Mr. Gorpon. They paid full price for the buses and the proceeds 
went in the counterpart account. 

Mr. Saccro. The company that runs the buses has to pay for them. 

Mr. Anprews. But they did not pay the U.S. Government and 
the U.S. Government is paying for the buses ? 

Mr. Murpny. That is right. That is grant assistance. The bus 
company pays for the buses from their own capital assets, the dollar 
equivalent in Sudanese pounds of the value of the buses. 
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Mr. PassmaAn. As far as the United States is concerned, it is giving 
the buses to them ¢ 

Mr. Murreuy. Not to the company. 

Mr. Passman. Is this not a municipal transport company? Is that 
not owned by the city ? 

Mr. Mourpny. It may be, Mr. Chairman. 

Mr. Passman. Anyway, it required U.S. money to buy the buses, 
and you bought the buses from England ? 

Mr. Ruopes. Will the gentleman yield ? 


“BUY AMERICAN” POLICY 


Does the special assistance program abide by the “buy American” 
policy as DLF does ¢ 

Mr. Saccro. That question was raised last year and a decision was 
made to maintain our policy of buying on the lowest worldwide 
competitive prices. 

The reason behind that decision was twofold. One was the objec- 
tive of maintaining as much as possible the commercial and inter- 
national trade relations that had been established in the free world 
under this program; and secondly, to keep the price of the program 
down as much as possible. 

Mr. Ruopes. Of course one of the reasons DLF went to the “buy 
American” policy is that they felt many of the nations | ): eee 
Europe and the free world, which desire to sell these icone are able 
to finance them over a long period of time. I wonder if that aauil 
not be as valid here as in the case of DLF ? 

Mr. Saccto. We considered that point. The basic reasoning was 
that DLF was saying, in effect, particularly as to the industrialized 
countries of Western Europe, that there is no point in DLF financing 
the purchase of goods in Western Europe if that country has some 
form of extended credit similar to the kind of loans that DLF has 
been making on a long-term basis. There are no programs except 
technical cooperation in these countries. There is no grant aid. 

Mr. Anprews. If it is good for them not to have grant aid but to 
provide credits, why is it not good for us not to have grant aid? 

Mr. Saccto. The bus company, of course, has to pay immediately. 
It is not a loan to them. 

Mr. PassMan. Weare giving the nation the money / 

Mr. Saccto. We are saying to the country, “To help your economy 
we will furnish foreign exchange to bring in commodities you cannot 
manufacture if you “will put up local currency equivalent to the 
dollar value of the commodities.” Then when the local currency is 
supplied we plan, together with the country, the use of that local 
currency. 

Mr. Gary. Willthe gentleman yield / 

Mr. Ritopes. Yes. 

Mr. Gary. It would appear to me that there is really more reason 
to adopt a “buy American” policy in this program than there would 
be in DLF. If you are lending people money, that is one thing. But 
where you are giving them money, I do not see any reason why you 
could not stipulate that they should buy American. 
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Mr. Riopes. I agree. There is no reason to grant assistance to buy 
British buses. You can generate local currency by buying American 
buses just as well as by buyi ing British buses. 

Mr. Saccto. I recognize the force of this argument, but when we 
consider that, if an integration of world trade is important to us— 
and I think it is—it is just as good, to my mind, to have that dollar go 
to Britain and then to have Britain buy something from us as it is for 
us to Immediately purchase buses from this country. We have fig- 
ured the probable difference of dollars not coming to the United States 
even by that indirect route as being from $40 million to $50 million 
out of a program of over a billion. Even though 47 percent is bought 
directly in the United States, it is our estimate that ultimately a lot 
more than that is purchased from us by other countries. 

Mr. Ruopes. That is amazing, Mr. Saccio. Iam sure you can prove 
that with figures. You probably have a formula to do it. But I do 
not think you can prove it tome. To me it is fantastic that one branch 
of this program, the DLF, would say “Buy American” is right and 
special assistance would say it is not right. We are helping Sudan 
with its balance of payments problems. I wonder who will help us? 
We have balance of payments problems too. Would you not say buy- 
ing these buses from the United States would have helped our balance 
of payments problem ¢ 

Mr. Saccio. Perhaps immediately, but what I am trying to get 
at is we do not lose out in the end if there is circulation of the dollar 
coming back to the United States for other products even though 
we do not buy them directly from the United States. This has proved 
itself during the 10 or 15 years of this program, that the European 
countries have bought more and more from us. 







TRADE DEFICITS 





Mr. Passman. Let us keep the record straight. This decline in 
American exports started just about 1957. There is always a reason 
for that. Your argument will not hold water. In 1957 we exported 
to Europe $6 billion, and we imported $3.1 billion. 

In 1958 we exported $4.7 billion, against $3.3 billion in imports. 

In 1959 we exported $4.7 billion, against $4.4 billion in imports. 
And I think it has been established that except for the surplus agri- 
cultural part of it we would have had a trade deficit. 

Then if you move into South America, another valuable market we 
had, in 1959 we had a trade deficit with South America. And if you 
go to the No. 1 industrial country in Asia, the Far East, you will find 
we had a trade deficit with Japan. 

Mr. Contr. Is it not true that last year for the first time since the 
Revolutionary War, England exported more commodities to the 
United States than they imported from the United States / 

Mr. Saccio. I know their balance of trade position was probably 
better last year than it had been in 100 years, that is true. 

Mr. Conte. I believe in your theory, in part, but I do not believe in 
going so far as to bolster up the balance of tr: = gee of Great 
Britain when economically there is no need for it. I know in the 
Middle East I saw all these English Rovers alae an around by 
Americans when we have surplus jeeps all over the United States. 
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PRICE OF BUSES 


Mr. Anprews. Did the difference in prices of the buses play any 
part in the purchase from England rather than from an American 
concern ¢ 

Mr. Saccro. Definitely. 

Mr. Anprews. Could you give us the figures as to what the prices 
were / 

Mr. Gorpon. We will have to supply that for the record. 

(The information follows :) 

$306,090 was paid for the 30 buses. 

Mr. Saccio. Our rules call for the best possible price including 
transportation. 

U.S. AND WORLD MARKET 


Mr. Passman. You are singing out of the same songbook I have 
been using since I have been on this committee. This is an admission 
we are pricing ourselves out of the world market. I think it has been 
established time and again that we are pricing ourselves out of the 
world market on our most important exports. Consider steel. As it 
has been established earlier, you can ship steel from European coun- 
tries and deliver it dockside in the United States at a lower price than 
you can buy U.S.-made steel. 

It has reac least the point that our previously profitable exports have 
to be subsidized. It was established 2 or 3 years ago by the most 
careful formula we could work out that certain agricultural com- 
modities will cost us $2,200 million, and to enter into a contract with 
India we have to sell these commodities for $1,276 million. That is the 
difference between the world market and the U.S. market. 

Mr. Saccro. The deal with India I do not think is applicable here 
because under Public Law 480 what we are doing is, I think, a very 
intelligent thing. We are selling surplus agricultural commodities 
for local currency for the reason that surplus cannot be sold on the 
world market because our prices would not be competitive. 

Mr. Passman. Is it not true that we are just about out of the world 
market, not only in agricultural products, but in automobiles and 
many other categories? Let us not whip just agricultural com- 
modities. 

Mr. Saccio. Tam not whipping them. 

Mr. Passman. Is it not true we are about out of the world market 
in steel and textiles and other commodities ? 

Mr. Saccro. But we are in a position to sell things we can make 1 

this country that they cannot make and they buy from us. 

* Mr. Passman. As a result. I believe, of the ree iprocal trade agree- 

ment. In some cases we have to give them the money before they 

can buy from us. . : 
STEEL IMPORTS 


Mr. Anprews. I have here a statement from the Department of 
Commerce of the United States showing that imports of steelmill 
products imported by the United States from Japan increased from 
$30.585.000 in 1958 to $83,423,000 in 1959. Tron and steel manufac- 
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The output reductions scheduled for this week will bring the rate closer to 
the 70-percent mark at which many steelmen expect operations to hold steady, 
at least until the traditional third-quarter seasonal letdown begins. There is, 
however, a sharp division of opinion in the industry on this point. 


SOME STEADYING 





NOTICED 





A number of major mills have noticed a steadying in recent weeks in the rate 
at which they are booking incoming orders, though they concede the steadying 
has come at a low level and there are few if any signs of an immediate upturn. 
Nevertheless, it has encouraged them to hope that inventory adjustments among 
their customers have about run their course and that June production will 
hold around the low point they expect to be reached in late May. One or two 
even hope for a moderate June rise, though they concede they don’t yet have the 
orders to produce one. 

Some other steel executives, however, fear inventory cutbacks have further 
to go, and believe the production decline may continue straight through June 
to the traditional seasonal low point in July. One or two mills—though so far 
not the larger ones—say the recent steadiness in orders already has proved to 
be temporary in their case, and their bookings are starting down again. 

The Iron and Steel Institute’s individual operating rate forecasts for 11 steel- 
making districts disclose only Cleveland area mills plan to step up production 
this week, by 3 points to a scheduled 77-percent rate. Output will be held 
unchanged in the Cincinnati, Buffalo, and southern districts, at respective rates 
of 84, 78, and 77 percent, and cut in the seven other districts. 


























SHARPEST CUT IN NORTHEAST 








Sharpest cutback will be in the northeast coast region, where mills will slow 
their furnaces by 5 points to a 76-percent rate. Declines of 4 and 8 points are 
scheduled respectively in the Far West and St. Louis districts, while reductions 
in Pittsburgh, Detroit, and Chicago will be held to 1 or 2 points. Youngstown 
steelmaking continues at the slowest pace in the Nation: mills there will go down 
to a bare 50 percent of capacity this week, from 52 percent last week. 
Industrywide steel output this week will hit the lowest point since January 
1959, in terms of both tonnage and operating rate, if the institute forecast proves 
accurate. This comparison excludes the period last year during which most of 


tured products increased from $20 million plus in 1958 to $34 mil- the Na 
lion-plus in 1959. or imn 
This sts has I Saou : | eee .17@ The 
1s statement has been Inserted in the record on pages 1761 and , 
Pa sie : ; . ‘ : . startil 
1768. In addition, I should like to insert in the record an article which 
appeared in the Wall Street Journal of May 10, 1960, relative to 
cutback in steel production, and also an editorial bearing on the 
Japanese competition with American industry. ‘i 
(The matter referred to follows :) Week 
Actual 
STEEL PRODUCTION Is SLATED To FALL TO 73.8 PERCENT RATE—Dirp WouLp Be ictual 
EIGHTH IN 9 WEEKS; PREVIOUS PERIOD’s OuTPUT TorrED FORECAST—-NORTHEAST ‘ 
PLaNs BIGGEST CUTS 
The 
A Wall Street Journal News Roundup 49 of 
' ih : : Op 
Steel production is scheduled for its eighth cutback in the last 9 weeks, the the a 
American Lron and Steel Institute indicated. 
The Nation’s mills are scheduling operations at 73.8 percent of capacity, _ 
to produce 2,102,00 tons of ingots in the week started yesterday, the institute 
said. That rate would be down a bit more than a point from last week, = 
when the mills ran at an even 75 percent of rated capacity and produced North 
2,137,000 tons of ingot steel. Last week’s rate in turn was off about 2% Butfal 
points from the week before, to continue a trend that began in mid-March, Aan 
Last week’s output, however, edged slightly above the forecast, which had Cleve 
called for an operating rate of 74.8 percent of capacity, and production of Detro 
2,132,000 tons. It thus broke a string of 4 straight weeks in which actual aod 
production fell below the estimates, 3 times by margins of about 2 points or more. st. L 
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the Nation’s mills were closed by the 116-day strike of the Steelworkers Union, 
or immediately after the strike. 

The American Iron & Steel Institute estimates steel production for the week 
starting May 9 as follows: 












Net tor Index 
production 1947-49 










Week . _ 102, 000 130.9 
Actual last week-. 
Actual month ago 
Actual year ago 


137, OOO 133. 





no toto nh 


295, OOO) 38. 8 





31. 000 
















The index of production is based on the average weekly production for 1947 
49 of 1,606,377 tons. 

Operations rates by districts, including the estimate for the latest period an 
the actual rate for the preceding week and the year ago period, follow 















May 9 May 2 rear ago 












Nort heast coast. 


How To KEEP FRIENDS 









A salute is in order to the Office of Civil and Defense Mobilization for refus- 
ing to bow to pressures to give an unfair advantage to an Ohio firm outbid by 
a Japanese competitor. The OCDM has granted a $4.6 million contract to the 
Japanese Mitsubishi firm for towing locomotives requested for the Panama 
Canal, despite the entreaties to favor an American firm on the grounds of 
“national security.” In a fair and free competition, the Japanese company 
bested the field, and even with the encumbrances of the Buy American Act, its 
bid was the lowest. 

It may well be that Plymouth, Ohio, where the Plymouth Locomotive Works 
is located, is a depressed area and deserves some kind of special assistance 
3ut this ought not to be obtained at the expense of companies in friendly na- 
tions that had been invited in good faith to submit bids for a fleet of locomo 
tives and cranes. For recognizing this, the OCDM deserves warm applause. 
























COMMODITY PURCHASES UNDER SECTION 402 








Mr. Ruopes. Mr. Saccio, I want to go back to section 402 and ask 
whether the CCC shares your opinion that when you buy cotton un- 
der section 402 that it does as much good for the whole effort as if 
you bought directly from the CCC? Have you ever checked with 
them to see if they agree with your theory? 

Mr. Saccro. I have not checked that personally, but I know that 
the Department of Agriculture is one of the strong proponents of the 
$175 million provision in section 402. 

Mr. Passman. And, of course, the Defense Department is just as 
strong to buy something they may have in excess; and in some in- 
stances they get as much as 250 percent of the original cost. 
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BARTER PROGRAM 


Mr. Conte. Why do we not use a barter program in Africa when 
they have so much we can use in the United States, such as cobalt, 
manganese, rubber, and so forth 4 

Mr. Saccro. That is the only source of their foreign exchange 
which they live on themselves. If we are in a position where we feel 
aid should be given, we are not helping them if we are asking them 
to barter us something they can sel] for needed foreien exchange. 

Mr. Conre. The Russians are stockpiling these commodities. Some 
of these are essential strategic materials for us. 

Mr. Saccio. They are available on the market, sir. 

Mr. Conrr. I know, but we should stockpile them in this country 
in exchange for what we give them. 

Mr. Passman. I believe that under the DLF program and _ the 
other programs, it is understood that you will not import anything 
that they may dispose of for foreign exchange. We are not privi- 
leged to pure hase or barter anything they can dispose of for foreign 
exchange. Even under your DLF funds, you must not bring any- 
thing out of their country against these loans. That is why I have 
always called this a grant, because there is no advantage to the U.S. 
taxpayer if you cannot bring something out of their country against 
it. 

Mr. Saccro. If a country in our judgment needs assistance, it 
would seem to me you would be defeating the purpose immediately 
if we said, “We will give you something, but we expect you to give 
us something of equal value.” That is just a sale. 

Mr. Conve. Over and above the normal requirements we need, 
we could stockpile in this country on that particular commodity at 
this time when the underdeveloped countries need something from us. 

Mr. Saccro. This is essentially the theory we are operating on 
when we accept local currency. We are saying this is a long-term 
loan against the country’s future ability to pay. So, ca a period 
of time, we make available certain commodities. We ask for local 
currency and put it to use in the country, but in the future when they 
are in a better position to give us the value, they will. That is 
what DLF was set up for. 

Mr. Conre. I am not talking about DLF. I am talking about 
special assistance. They do not have the dollars so we give them 
something they need and in turn they give us something we need or 
can stoe kpile. They could give us diamonds for tools and platinum 
and all these things they have and we do not have here. If the 
Communists took over Africa we would be closed off from these 
minerals. If we had a stockpile of them it would be helpful. 

Mr. Ruopes. Of course what the gentleman has said is very sound. 
If we furnish the products on a barter basis it has the same effect as 
though you had generated the foreign currency and they bought the 
products from somebody else. 

Mr, Passman. Now to get back to Africa. 

Mr. Anprews. May I ask one more question ? 

Mr. Passman. Certainly. 
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FINANCIAL DETAILS OF BUS PURCHASES 


Mr. Anprews. Do I understand now that for this country we are 
buying 30 buses which we are giving to the country ¢ 

Mr. Saccio. We are, in effect, making it possible for a company or 
municipality in the country to buy buses with local currency. So, 
they buy up the local currency for the buses. Instead of the local cur- 
rency going to us, it goes to the Government with the understanding 
that it will only be spent with our veto power. In the ordinary course 
of events, those local currencies are spent in connection with develop- 
ment proje cts. 

Mr. Anprews. But insofar as the American taxpayer is concerned, 
he gets nothing in return for those buses that we bought for that 
country ? 

Mr. Saccro. Nothing except that we effect the purpose of aid, which 
is enough. 

Mr. Anprews. We buy the buses for the country ? 

Mr. Saccio. That is right, we finance the purchase. 

Mr. Anprews. And, we bought them in England ? 

Mr. Saccrio. That is true. 

Mr. Anprews. One of the main considerations for the fact that the 
buses were bought in England was the fact that the price of the 
English buses was cheaper than the price of American buses ? 

Mr. Saccro. That is right. 

Mr. Anprews. Thank you, sir. 

Mr. Passman. I think that fact within itself would be sufficient 
reason to suspend the program. 


LipyA 


For Libya you have a —————— out of special assistance for fiscal 
1961; do you not? 

Mr. Sacco. Yes, sir. I went into the reasons for that. 

Mr. Passman. I want to ask quick questions, and I ask you to make 
quick answers. We have covered only one page of these questions 
this afternoon, and we shall be here until February of next year in 
getting through just this phase of the program if we do not really 
get down to the pertinent questions. 


SCHOOLS CONSTRUCTION PROJECT 


Page 106 indicates that we have financed the construction of 
elementary and secondary schools and that 33 more are under con- 
struction in Libya; isthat correct ? 

Mr. Saccto. That is right. 

Mr. Passman. You understand what I said? That we have financed 
the construction of 73 elementary and secondary schools and 33 more 
are now under construction. What is the total cost involved ? 

_ Mr. Gorvon. We are not asking for any of the school construction 
in 1961. 

Mr. PassMAn. I would not think so, with all of them that you have 

constructed. Give us the cost of these schools. 
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Mr. Gorvon. The school construction project funds have been al- 
located both out of TC funds, providing for a school construction spe- 
jalist, and out of special assistance. The total obligations from all 
sources, through June 30, 1959, was $2,736,000. 

Additional obligations in 1960 from special assistance and technical 
cooperation is in the amount of $416,000, and there is a terminal 
technical cooperation amount in 1961 of $9,000. 

Mr. Passman. What is the total cost? That is what we are trying 
to estab lish. What is the total cost from the start to the finish on 
the 73 elementary and secondary schools and the 33 more under con. 
struction, which would give us 106 of these schools 

Mr. Gorvon. Through 1960, about $4 million. 

Mr. Passman. Let us get it to the end—from the start to the finish. 

Mr. Gorpon. $4 million. 

Mr. Passman. That is just one-half of the program; is it not? 
Have vou started building those schools yet ? 

Mr. Mcurreuy. Excuse me, Mr. Chairman, but I believe that figure 
IS SH.161.000. 

Mr. Gorpon. Yes: that is correct. 

Mr. Passman. Have you started building the schools vet ? 

Mr. Gorpon. Oh, yes. 

Mr. Passman. You state, on page 33, that approximately 50 percent 
of the Libyan 5-year school construction program—and the target of 
this project will be accomplished with the completion of the con- 
struction financed through 1960 funds, 

How much local currency is involved ? 

Mr. Murrny. There is no local currency, sit 

Mr. Passman. This will build the 106 schools to completion ? 

Mr. Saccro. Yes, sir. For the past couple of years we have financed 
practically all school construction in Libya out of the aid level. 

Mr. Passman. I see. 

Mr. Saccio. Out of the aid level we have been paying, ———— this 
will bring the construction to completion. Further school construc- 
tion in Libya will be paid out of Libyan resources. We do not plan 
to continue providing project aid for them. 


WORLDWIDE SCHOOL 





CONSTRUCTION 





PROGRAM 





Mr. Passman. As you have 106 schools in Libya, could you tell us 
how many schools altogether you have built out of special assistance 
and technical assistance ? 

Mr. Saccro. In Libya? 

Mr. PassMan. No: in the entire program. 

Mr. Saccio. No, sir; I would not know. 

Mr. Passman. Would you say it is thousands, or what, because there 
are 106 in this one country. 

Mr. Saccro. I think there is probably no other country where we 
have put this much into school construction. 

If you want that information for the record, we shall be glad to 
furnish it. 

Mr. PassmMan. Please insert the information in the record at this 
point. 

Mr. Gorpon. For this entire region, sir? 
Mr. Passman. Worldwide. 
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Mr. Gorpon. Yes, sir. 
(The information requested follows: ) 


The principal purpose in our educational program, worldwide, is to aid and 


assist the underdeveloped countries establish and strengthen their educational 


systems. Under exceptional circumstances, such as in Libya, a relatively new 
nation, the ICA and predecessor agencies have undertaken limited financing of 
school construction through dollar appropriations. It is far more frequently the 
case that country-owned local currency counterpart or other local currencies 
are released for support of educational budgets. Under such circumstances, 
school repair, improvement, or new construction is undertaken by the countries 
themselves, with U.S. assistance but without any necessary participation ot 
U.S. technicians. U.S. assistance has also had an indirect effect on school con- 
struction. In India for example, community development workers trained and 

ipported with ICA assistance are reaching millions of people and helping them 
organize community services and facilities. One result has been the construc- 
tion of an estimated 25,000 schools through local voluntary self-help programs. 
Records in Washington are not maintained to provide complete data on the 
number of schools so constructed; it is therefore not possible to provide a more 
specific answer to the information request. 

Mr. Passman. Despite our difficulty in achieving a balanced budget 
and the size of our public debt, I note that we have programed 
Ott the record. 

( Discussion off the record. ) 

Mr. Passman. Will you comment, and state whether or not T am 
correct In that assumption / 
Mr. Saccto. That 1s correct, si 








LOANS 





INDUSTRLAI 





AGRICULTURAL AND 








Mr. Passman. Page 110 indicates two new projects at a cost of 
million for loans in the agricultural and industrial field. As 
these funds are to be made available through L ibyan banking institu 
lions, are you not in competition with the DLF 

Mr. Gorpvon. No, sir. These funds for agric alas credit and for 
small industries are provided to capitalize local lending institutions. 
They will be very small loans, originally, to pay local currency costs 
and not loans of the type that DLF would consider. 

Mr. Passman. I am not talking about that. We are talking about 
the Libyan banking institutions. They are making the small loans 
and the DLF is making loans to the banking institutions; is it not / 

Mr. Gorvon. I see your point, Mr. Chairman. DLF might have 
made the loans to capitalize these institutions. 

Mr. Passman. I do not think DLF has gone that far yet. I would 
not say that they will not, or that they will get down to making loans 
of $2,000 or $3,000 to the individuals. But, they are making the loans 
to the banking institutions who do make the smaller loans? 

Mr. Gorpon. Yes, sir. 

Mr, PassmMan. As you are providing this - million, would 
you not be in competition with the Development Loan Fund? 

Mr. Gorpvon. No; because these loans are made by the lending in- 
stitutions to meet local currency costs. They are not the kind of 
loans which DLF will normally make. For example, when DLF 
makes a loan to this kind of lending institution 

Mr. Passman. I am not getting through. Let me ask the question 
again, because I am going to try to ask it so there will be a direct 
answer. 
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Page 110 indicates two new projects at a cost of ———— million for 
loans in the agricultural and industrial field. As these funds are to 
be made available through Libyan banking institutions, are you not 
in competition with the DL I, or if they had applied to the DLF, 
would it have been possible for them to have made the loans, r: ather 
than your making them out of special assistance ? 

Mr. Gorvon. The short answer is “No, sir.” 

Mr. Passman. Well, the long answer may be “Yes,” but 
stay out of the long answer for the moment. 

Mr. Gorpon. May Ladd one other thing, sir ? 

Mr. PassmMan. Yes. 

(Discussion off the record. ) 

Mr. Gorpvon. We feel there is a great need for this kind of pro- 
gram and that this would be one of the best uses that could be made 
with this particular ——— million out of that ———-. This is not 
the kind of program for which DLF lends money. 

( Discussion off the record.) 

Mr. Saccro. That is right; this is why we are making it clear. 

Mr. Passman. That is about the most farfetched thing of which 
I have heard. 

Now, we shall proceed to the next item. 


we shall 


Morocco 


Is the item on Morocco classified ? 

Mr. Saccro. The 1961 figure; yes, sir. 

Mr. Passman. Well, would this be classified—the 1960 figure— 
which was for Morocco under special assistance $50 million and you 
are ———-? Would that be classified ? 

Mr. Saccto. The latter part of it would, sir. 

Mr. Passman. Let me ask the question again. I am not going to 
use the figure in 1961. However, in 1960 you had $50 million, ———. 
Would that still be classified ? 

Mr. Murpny. Yes; it would. 

Mr. Passman. And such a figure could be a lot of money anywhere. 

Mr. Moureny. Off the record. 

(Discussion off the record.) 
Mr. Passman. I see. 





TOTAL 





SPECIAL 





ASSISTANCE TO MOROCCO 
What is the total amount of special assistance which has been ex- 
tended to date to Morocco ? 

Mr. Murry. $144,780,000. 





RENTS 


Mr. Passman. The sum of $144,780,000 is rather expensive rent, 
would you not agree ? 


Mr. Murpny. I do not quite understand your reference to the 
word “rent.” 

Mr. PassMan. Please do not try. 

Are we not vacating our Moroccan bases ? 
Mr. Saccto. In 1963, sir. 
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Mr. PassMan. Well, that is not very far away. We are vacating 
them, according to the agreement, in 1963; 1s that correct ? 

Mr. Saccio. Yes, sir. 

Mr. Passman. Have you vacated any part of the activities yet? 

Mr. Saccio. I cannot answer that question, sir. 

Mr. Mureuy. I donot know, Mr. Chairman. 

Mr. Passman. The answer is “yes,” and I will stand on that. 

Should it not follow that our rent bill should decrease, if we are 
pulling out of these bases ? 

Mr. Saccro. I think the statement that we made in connection 
with that in our financial report said that in 1963 we certainly would 
have to review this matter and as far as grant aid assistance is 
concerned 

Mr. Passman. Are we going to continue shoveling it in until then ? 

Mr. Saccio. I do not want to anticipate a decision of that kind. 

Mr. PassMan. Well, we do know that we are going to vacate the 
bases, and we are in the process of doing it now. But the aid level 
is fantastically high in the face of that. 

Mr. Saccto. It is the level required. 


ROADBUILDING PROGRAM 


Mr. Passman. I note, on page 117, that we have— 


supported an extensive roadbuilding program in the northern zone which re- 
mains underdeveloped and isolated. 

Do you feel that this roadbuilding program is a success 4 

Mr. Gorvon. Yes, sir. 

Mr. Passman. Why? 

Mr. Gorpon. Pardon 4 

Mr. Passman. Why? Yousaid “Yes.” Now, why / 

Mr. Gorpon. May I explain that our assistance in Morocco is 
nonproject assistance on a loan basis in large part? 

Mr. Passman. Is what? 

Mr. Gorpon. It is nonproject assistance and it is on a loan basis. 

Mr. Passman. Repayable in dollars ? 

Mr. Gorpon. I believe so. 

Mr. Murruy. I believe some part of it is. 

Mr. Gorpon. It is optional. 

Mr. Passman. If their currency reached the point where it was more 
valu: oe an ours, then they could pay it in dollars 4 

Mr. Gorvon. If they reach the pomt where they have the dollars, 
then they can get lower interest rates. 

Mr. Passman. That is the option—to repay in dollars ? 

Mr. Gorpon. Yes, sir, with the incentive of lower interest. 

And the loan money we provide is to help finance their development 
budget. We actu: uly have relatively little to say in Morocco since 
the money is on a loan basis as to how they spend it, but the road 
program was in their development budget. 

Mr. Passman. You are making them a dollar loan ? 

Mr. Gorpon. Yes, sir. 

Mr. Passman. With what are they going to pay it back ? 

Mr. Gorpon. Probably Moroccan francs, sir. 
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Mr. Passman. Why did you not say so in the beginning? You 
state here that you have— 
supported an extensive roadbuilding program in the northern zone which re- 
mains underdeveloped and isolated. 

Mr. Gorpon. Yes, sir. 

Mr. Passman. You say it is a successful program, if it is isolated 
and underdeveloped ? 

Mr. Gorpon. Because it is providing access to an isolated area. 
That is the reason for it. 

Mr. PassmMan. What is the cost of the road ? 

Mr. Gorpon. $4.8 million. 

Mr. Passman. You have spent $4.8 million? What is the distance 
of the road ¢ 

Mr. Gorpon. I would have to supply that for the record, sir. 

(The information follows:) 

Of the $4.8 million referred to in the testimony, actually $2.46 million is allo 
cated for road work, specifically to finance improvements on an estimated 400 
kilometers of roads in the northern zone. This consists of the improvement 
of the road system: widening, straightening, rerouting, and surface, as well as 
the construction of new sections. 

Mr. Passman. Do you have any idea, sir? 

Mr. MacPaat. Mr. Chairman, this is a whole network of roads 
in the northern part of Morocco, an area which is extremely unstable. 
It was formerly Spanish Morocco. The Government was very much 
interested in embarking on a program of public works which would 
open up the area and at the same time provide employment. Thus, 
these funds were obligated out of fiscal year 1959 funds and the work 
is how 1n progress. 

CASH TRANSACTION 


Mr. Passman. I note, on page 119, that the program for fiscal year 
1959 ineluded $15 million as a cash transaction; and the proposed 1961 


program includes as a cash transaction, which may be further 
increased if you cannot work out a program to fully utilize the balance 
of ———— for imports of commodities ? 


Mr. Gorpon. That is correct. 

Mr. Murruy. I have just checked on this dollar matter, Mr. Chair- 
man, and that $15 million in 1959 was a cash loan that is repayable 
in dollars. 

Mr. Gorvon. But, in 1961 the ———— will be a grant and the re- 
maining ———— —— 

Mr. Passman. You have gone from a loan toa grant basis? 

Mr. Mvrpry. On the cash, but the ——— for the commodity import 
program would be a loan. 

Mr. Passman. In addition to our dollar aid, how much in U. S. 
owned local currency funds will be obligated in fiscal year 1961 ? 

Mr. Murpuy. $7.5 million through June 30, 1960. 

Mr. Passman. What amount do you estimate you will obligate it 
for fiscal 1961? 

Mr. Mourpriy. Off the record. 

(Discussion off the record). 
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TUNISIA 


Mr. Passman. We shall now proceed to consideration of the next 
item, Which is that for Tunisia. They received $20 million out of 
special assistance in 1960, and the figure for 1961 is classified; is that 
correct ¢ 

Mr. Saccio. Yes, sir. 

Mr. PassmMan. Would you comment on this cash transaction of 
—— under the nonproject assistance ¢ 

Mr. Gorpon. That, sir, we expect to obtain through sales of U.S. 
exports to third countries and grant the proceeds to ‘Tunisia. 

Mr. Passman. Did you say “grant” é 

Mr. Gorpon. Yes, sir. 

Mr. Mureny. The grant would be in the form of the currencies 
of other countries, Mr. Chairman. 

Mr. PassMAn. So far as the U.S. taxpayers are concerned it is 
——— on the drain side, and not in the fill-up side; is that correct ¢ 

Mr. Mureny. That is one way of putting it, Mr. Chairman. 

Mr. Gorpon. This, we anticipate, will be a section 402 sale of agricul- 
tural commodities to a third country, with the proceeds made avail- 
able to Tunisia for economic development. 


TECHNICAL PERSONNEL RECRUITMENT CONTRACT 


Mr. Passman. I note that the project for assistance in recruiting 
technical personnel has a contract cost of ———. 

With whom do you have the contract ¢ 

Mr. Gorvon. That project, sir, is to meet a need in Tunisia for 
technical personnel of a wide variety. 

Mr. PassmMan. But with whom do you have the contract ? 

Mr. Gorvon. The contract will be for third-country technicians. 
In some cases there may be German, and in some cases, French anid 
Belgian engineers, and surveyors, et cetera. 

Mr. Passman. Why does this country have to fin: ince this technical] 
assistance program out of this fund? "You have various other funds, 
and you have other countries interested. 

a Gorvon. Well, sir, one of Tunisia’s great problems is a short- 

ge of trained and skilled personnel. 

ie. PassMANn. Why did you not get it out of the bilateral program, 
inste: “ of this program ¢ 

Mr. Gorpon. If we were to provide U.S. technicians and specialists, 
it would cost us two or three times this an 

Mr. PassMan. Now, we are saving money by taking American do! 
lars and employing the technicians from other countries. 

How many such technicians do they have ? 

Mr. Gorpon. In Tunisia ¢ 


WORLDWIDE TECHNICIAN PROGRAM 
Mr. PassMan. No; how many technicians do we have in the world- 


wide program? We have the people here who have been answering 
these questions. We take American dollars and give them to these 
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people and they, in turn, hire technicians from a third country to 
go out there. 


Mr. Gorvon. That is the case in this project. 

Mr. Passman. I think the record will speak for itself. 

Mr. Gorpon. This anticipates as many as possibly 100 in 1961, 
some of them short term and some of them for longer periods. In 
Libya we have done something similar, where we have had as many 
as 380 third-country technicians. 

Mr. Passman. You know you have 44,000 people in this mutual 
security program now!’ Would that include this new category of 
technicians, for which you take American dollars and employ them 
from a third country and send them out? Would that number be 
included in the 44,000 # 

Mr. Gorvon. No, sir. 

Mr. Mureny. That would be under contract personnel and are not 
included. 

Mr. PassMan. But, you do not anticipate that by getting technical 
aid scattered through this special assistance it would add to the 
total number ¢ 

Mr. Mureuy. No, sir. 

Mr. Gorpon. This is not technical assistance. This is actually filling 
vacancies, 

Mr, Passman. Who paid for it in the past, if you are using it to 
fill vacancies ¢ 

Mr. Gorvon. Up until the last few years there were a great many 
French technicians who have left. 

Mr. PassMan. It must have been very recent, because you are ask- 
ing for this ——— to fill vacancies that are occurring now. The 
French jumped out and we jumped in. It is just about that simple! 
Was it not something like that ? 

Mr. Gorvon. We filled a gap. 


COUNTERPART FUNDS 





Mr. Passman. In addition to the ———— requested here, how much 
counterpart funds do you propose to obligate in fiscal year 1960 and 
in fiscal year 1961 ¢ 

Mr. Murruy. In 1960, Mr. Chairman, counterpart obligations and 
commitments would be $27,008,000. 

Mr. Passman. All right; how about fiscal year 1961 ? 

Mr. Murrpyy. ———— 

Mr. Passman. Is that classified ? 

Mr. Murpenuy. That latter figure is, Mr. Chairman. 

Mr. Passman. Why is it, when it is local currency and is just about 
as plentiful as bear grass ? 

Mr. Murrny. It would reveal, Mr. Chairman, the aid plans. 

Mr. Passman. That we plan to give them? “You have got some- 
thing coming but we do not want you to know what we are going to 
give you?” That is kind of like playing Santa Claus: “You wait until 
the next morning and look down in your stocking and here you are.” 
[ have always wondered about that, and here it is. 
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INDUSTRIAL AND AGRICULTURAL LOAN FUNDS 


| note, on page 129, that you plan to make available additional] 
funds to the industrial and agricultural loan funds; is that correct / 

Mr. Gorpon. Yes, six. 

Mr. Passman. Why could not the DLF make the loans? Why do 
we hi we to dip into special assistance for it ¢ 

Mr. Gorvon. This, again, is not the type of loan that the DLF 
would usually make. 

Mr. Passman. What is the ee That is just about the poorest 
type of loan that can be made, because you never get it back. 

You mean this is not as desirable credit risk as the type the Develop- 
ment Loan Fund is making’ Is that what you are implying, or is 
there some other reason 4 

Mr. Gorpon. | cannot speak for the Development Loan Fund, sit 

Mr. PassmMan. Do you think it is the weakness of the creditor as to 
why the DLF could not handle it 4 

Mr. Gorvon. I believe it is the type of program. The loans that are 
made here are largely for local currency purposes. 

Mr. Passman. That is ex xactly the purpose for which they make 
their loans. 

Mr. Gorpon. No, sir; they generally require that the loans made 
by the institution to which they give the money must be made just 
to cover foreign exchange costs. Moreover, if a loan is over a certain 
mount, they must come back for their approval. This is just for 
small business loans and, largely, is for local costs, 

Mr. Passman. You are starting loans and loan institutions out 
of just about every fund for which this Congress appropriates; even 
the technical assistance, where they are draining it out to open up 
banks, and they open up banks and they become eligible for loans. 
We can understand a grant and a lot of things: but when you start 
going Into special assistance and giving them a grant, and you refer 


to it as a loan to open up a banking stitution, it looks as if you 


ive gone rather far afield. In what are Wwe repaid ¢ Local eurrency ¢ 


Mr. Gorpon. In local currency. 
Mir. Passman. Is not that the same basis ? 
Mr. Gorpon. The funds in this particular bank went into Tunisi: 
matter of fact, on a regular MSP erant basis. The local cur 
CHC which was venerated the ‘Tunisian held counterpart was 
leased to the bank. So it is a revolving’ fund within the bank, 
Mr. PASSMAN. You are stil] asking ror mill Ol. so. we 
muld argue the rest of the afternoon. We wind up that you can 
( million, and res ardless of how vou vel te or reo erate 
ov ferment, or anyvthine else, you wind up Ww ith million. and 
t sf up these agricultural loan funds which is some type of 
jing or bankine institution 4 
VI GaorpON. Yes. si 
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Mr. Gorvon. The Tunsian Development Bank is the name of the 
institution for which we provided this revolving fund. 

Mr. Gary. What are we putting into it¢ Are we putting dollars 
into it or just local currency ¢ 

Mr. Gorpon. Counterpart. 

Mr. Gary. Is it our own counterpart or is it their counterpart ¢ 

Mr. Gorpon. It is their counterpart. Originally, it was appro- 
priated U.S. dollars. We financed imports and the counterpart was 
granted to this credit institution for its loan program, and these are 
loans to encourage smal] businesses. 

Mr. Gary. Under those circumstances, it is their counterpart and 
they put it in and all we have to do is approve it; is that right? 

Mr. Saccio. That is right. 

Mr. Gary. Why do you put that in this program ¢ 

Mr. Saccro. Because we account for all local currencies generated 
or owned by the United States. 

Mr. Gary. I understand this is not all @ nerated | Vv the United 
States. 

Mr. Saccro. It is generated by the aid program and when it comes 
Up as ¢ ‘ounterpart, we have a right to determine, with them, how best 
it can be used in advancing the development of the « ‘country. This is, 
in my opinion, a good way of doing it, by creating credit facilities for 
the people in the country itself where they do not exist. 

Mr. Passman. But, starting from the beginning, you are requesting 
- -million cash under ~~ li al assistance / 

Mr. Saccro. That is right, 

Mr. ene An. Now, when you get the special assistance, it w - even- 
tually be spent for surplus agricultural commodities, and it goes to 
the credit of this country, and you generate local currency ok in 
turn, this mone Vv goes to set up these banks. But so far as the i 
million is concerned, i is gone ¢ It does not come back to the U.S. 
‘Treasury. 

Mr. Gorpon. That is correct : it is grant assistance. 

Mr. Gary. Is this -million appropriated solely for the pur- 
pose of generating this currency ¢ 

Mr. Saccto. No, sir. This project, of course, is only one of many 
here. The level of aid for Tunisia is not determined by the specific 
projects and their cost, but it is determined by the political require- 
ments of our dealings with Tunisia. Once that is determined, we in 
the use of the dollars tried to make use of them to the best interest of 
the development of the country. Now, you have the second stage 
where local currency has been ec reated by our aid where we again have 
another voice, as you know, in the use of their own local resources 
and, of course, in their development, and this bank is one of them. 

Mr. PassMan. Let me read this into the record, from page 129: 


Composition of fiscal 1959 special assistance program which is - million, 
is to generate the local currency needed for Tunisian development programs. 
Emphasis is given to the financing of bulk imports, with care being taken to 
avoid disruption to Tunisia. Major emphasis will be placed on basic agriculture, 
largely in the field of forestry resources. Additional funds will be made avail- 
able to the industrial and agricultural loan functions. 
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o, it naturally follows that it is a — million grant, regardless 
of all the discussions we go into. It lines up as a ———— million grant; 
does it not 4 

Mr. SAccro. Yes, sir. 

Mr. Gorvon. Yes, six. 

Mr. Saccro. That is what I understand. The level of aid is not 
determined by these projects themselves, but it is determined by other 
factors. 

AVAILABILITY OF LOCAL CURRENCIES 


Mr. Ruopes. I notice with regard to Tunisia on page 134 under 
counterpart, country-owned, uncommitted de ‘posits, you have a status 
as of June 30, 1961, of a minus quantity. Does that mean, as I think 
it means, that we actually have committed more Tunisian local cur- 
rency to be spent than we have available? 

Mr. Murpny. Yes, sir; in a manner of speaking, Mr. Rhodes, we 
have approved project uses of more funds than we have available 
but, of course, it is contingent upon the generation and deposit of 
those local currencies. In other words, we would not have to put it 
up othe rwise. 

Mr. Ropes. So, these projects, then, are all contingent upon the 
local currency being available / 

Mr. Murpny. Yes, sir. 

Mr. Ruoprs. I notice that there is very little in the way of United 
States-owned Tunisian currency. What plans do we have for the 
balance which we have remaining ? 

Mr. Murpny. As of the end of this year, the balance will be zero. 
You will see that the generated, deposited, obligated and expended 
will all equal each other. 

On the same page, 134, under *“MSP—United States-owned,” there is 
that information. So there will be no U.S.-owned local currency 
in Tunisia on June 30. 

Morocco 


IRRIGATION PROJECT 


Mr. Ruopres. Turning to Morocco, is there any ICA money going 


into the big irrigation project up in the mountains in which the DLF 
hasa stake ? 


Mr. Saccio. There has been a loan to that. 

Mr. Gorvon. In the early preliminary stage, there was some help 
given by a staff member of the USOM in Rabat, but there is no special 
assistance. 

Mr. Rnoprs. No technical assistance and no special assistance going 
into that particular project ? 

Mr. Gorvon. No, sir. 

Mr. Ruopes. So, this is,so far as you know, completely a loan ? 

Mr.Gorpon. Yes, sir. 


MOROCCAN ATTITUDE TOWARD UNITED STATES 


Mr. Ruoprs. How does the Moroccan Government feel about the 
United States Government 7 








POS 


Phe RAM AID TO ECONOMI INDEPENDENCI 


Mr. Saccto. Well, IT think that the Government and the people i] 
power definitely want and look to the United States not just for 
issistance but as a country that understands their own thinking in 
their desn to hot only have polit enl Independence but also economi 
independence. Now, obviously, that is a political problem in their 
own country. 

(Dis “ISSION otf the record. ) 

Mr. Saccio. L think probably their basic feeling about this is that 
the understanding Was arrived at with the French and they had ho 
part in it. This is part of their desire to disassociate themselves 
from the deal. 

When 1963 comes along, it is hard to predict what will happen. 
But, certainly, Morocco is a COUNTY that would be important to our 
interests, particularly in its view toward the problems of the Middle 
Mast and the problems of the expansion of the Soviet Union, which 
are important, and how we deal with it at that time, of course, is 
probably going to be a delicate problem. 

I view this agreement as possibly the best under the circumstances, 


COUNTRY-OWNED AND U.S.-OWNED COUNTERPART CURRENCIES 


Mr. Raa DES. Now, this Is 2 very general question and one which 
has bothered me for some time. In Tunisia most of the local currency 
Is counterpart, country-owned, and in Morocco most of it is U.S- 
owned. IT have never been able to understand the difference, if there 
is any difference, in the way in which these two classifications of 
currencies are used. 

Is it not true that insofar as the use of these currencies 1s con- 


cerned, the negotiations which have to take place with the other 
country before any use at all is made that the currencies are iden- 
tical the U.S.-owned or counterpart, countrys 4 


Mr. Saceto. | would sav "Yes." because as far as MSP is concerned 
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Mr. Ruopes. But, Mr. Gary, the taxpayers of the United States 
bought the commodities. The original dollar comes from the same 
source, no matter whether it goes to the other country through the 
commodity or in some other way. Off the record. 

(Discussion off the record.) 

Linya 


UNITED NATIONS TECHNICAL AID 


Mr. Ruoprs. Now, as far as Libya is concerned, how much technical 
aid is provided by the United Nations in Libya? 

Mr. Gorpon. It ne annually about a $770,000 budget. It 
of the largest U.N. programs. 

Mr. Ruopes. ‘a there any other U.N. programs under technical 
assistance in Libya? 

Mr. Gorpnon. The special fund has approved a project for an en- 
gineering institute, and I think the amount of that 1s about three- 
quarters of a million dollars. Nothing has been done to really im- 
plement that, but the project has been approved. 


is one 


INDIA WHEAT PROJECT 


Mr. Gary. We have just had this discussion concerning counter- 
part and Public Law 480 funds. This Indian loan is under an en- 
tirely different law. Are those funds going to have to be kept sepa- 

rate from both counterpart and Public Law 480 funds? 

Mr. Murpny. It is not a loan but a sale under title I of Public 
Law 480. 

Mr. Sacco. Referring to the wheat deal? Public Law 480. 

Mr. Murpeuy. That is a sale under Public Law 480, title I. The 
rupees will be U.S. owned. 

Mr. Gary. Then that will be the same as 480 and handled in the 
same way ? 

Mr. Mureny. They are, in fact, 480 funds. 

Mr. Gary. But you have agreed with them that we will loan them 
half of these rupees, $500-plus million of them, and the other half 
will be given to them ? 

Mr. Morpny. Plus, of course, a proportion for U.S. use. We do 
that under most Public Law 480 agreements when we make the sales 
agreement. I would say we probably would not have a lot of sales 
agreements if we did not agree at the time of the sale on the distribu- 
tion and utilization of the proceeds. 


SupaNn 
SUDANESE POWER DEVELOPMENT 


Mr. Ruopes. Turning to Sudan, I note that Sudan has completed 
an agreement with the U.A.R. as to the waters of the Nile. Has there 
been : any agreement between the Sudan and the U.A.R. as to distribu- 
tion of power from the Aswan Dam ? 

Mr. Gornvon. I think not, sir. I do not believe there has been. 

Mr. Ruopes. Does the Sudan have the power that it requires for 
its expansion ¢ 
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Mr. Gorpon. I think any substantial power requirements are far 
distant and there would be quite a distribution problem involved. 
The Sudan also has other sources of power near the areas of con- 
sumption. 

Mr. Ruopes. But not developed ? 

Mr. Gorpon. That is right. 

Mr. Ruopes. In other words, they have damsites ? 

Mr. Gorpon. They have damsites. 

Mr. Saccio. There is a World Bank proposition being considered 
for Sudan in a different area than Aswan, of course, for irrigation 
and perhaps power. 

Mr. Ruopes. Like the Aswan proposition made by the World Bank ? 
Would it include the necessity for grants from some of the Western 
nations to sweeten up the whole pac ‘kage / d 

Mr. Saccro. No contemplation as to the United States. Western 
Germany might be included. 

Mr. Gorvon. That would be on a credit arrangement. The two 
large ones are both primarily irrigation and will be considered on a 
strictly loan basis. 

Mr. Ruopes. That is all, Mr. Chairman. 


BUSES PURCHASED FOR SUDAN 


Mr. Anprews. Were the buses air-conditioned ? 

Mr. Saccio. I don’t know. 

Mr. Gorpon. I don’t think so, sir. 

Mr. Anprews. I wish you would find out and supply that informa- 
tion for the record. 

(The information follows :) 


No, the buses were not air-conditioned. 
BALANCE OF PAYMENTS PROBLEM FOR SUDANESE GOVERNMENT 


Mr. Gorpon. Actually the situation here was a balance of payments 
problem for the Sudanese Government. On the one hand, there was 
a need to finance and have some resources for development projects 
in the Sudan, on the other hand, some irrigation work, agricultural 
projects, and so on. 

The U.S. Government, when it decided to grant assistance to the 
Sudanese in view of their balance of payments situation, might have 
made a cash grant to provide them with dollars. 

Instead of doing that, it was judged best simply to finance some of 
their imports, so that the normal purchasers of equipment from 
abroad, continued buying in their usual way; we paid the foreign 
exchange costs so they bought for the same price and from the same 
suppliers they would normally buy from. 

Had we said, “You must buy from the United States,” they might 
have gotten left-hand drive vehicles instead of the other, and dif- 
fe ‘rent equipment from buses already on hand. They probably would 
have had to pay more money also so that they would not have bought 
the buses through our purchase authorization. They would have 
bought it through other channels. Consequently we would not have 
achieved the balance of payment objective or that of getting local 
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Mir. Murpuy. It savs nothing. It has the symbol, the shield with 
the clasped hands, which has become recognized throughout the world 
an indication of aid, mutual security—provided aid. 

Mr. ee L have been out in these nations, and I have been 
dealing with this program for a long time. I could not look at one 
of those nacaa with that insignia and know whether it was from out- 
right grant-aid, bought with local currencies, or anything else. They 
mow it 1s the iInsIEN Ia, but they don't know it is a oft from the 
lL) ited States, na you know it. 


Mr. Murpny. They know it is provided under the aid program. 


They don’t know whether it was a loan or orant, vou are right. 

\Ir. Passau LN; Certainly thev do not. The vent] nian had a good 
pot there. If vou are fOoOIng to vive it to them it should be indieated 

tT vyouane elving ttothem. 

Mr. Rrropt s. Furtherme i hen they eet on the bus ind pay their 
fare they do not think there has been a1 \ citt to the 
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Mr. Raropes. A few million dollars. 

Vv (rORDON, The loenl CUPPreney Chey paid Hpecny e available for 
economic development projects, 

Mv. Passman. IT want to “defend” the USTA. I think Kenneth 
Sprankle and Jay Howe and I were over in Denmark. You have intel 
livent people there. 

We went around to the Minbassy and discussed this information 
serv] ‘e program. 

= said, “The Russians have a superduper plant. You should 


‘Where is it?” 
Then we found ont nota see ote eee anvthineg about its location. 
We went out ona little junket, <ing for this plant. 

Not one of the people had ever can there from the mer the 
USTA. or anvwhere else. Eventually we located it. When we got in 
the general vicinity we asked a workman where it Waals, 

He snid.* You oo into this onte and oo into thisa ipartmel t building. 


He said. “I understand they are opening one up there 
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We got there, they had a room about the size of this, and not a 
member had been there. 

If that is the same type of educational system that the USIA is 
conducting it will be a long time before we educ: ate them. 

Mr. Conte. That is why “I directed this at Mr. Saccio earlier. Per- 
haps we would get a lot more for our dollar if we could dribble this 
down to the people at the people’s level, such as giving them a small 
plow, these three- or four-cylinder plows run by hand, small tractors 
such as I saw in Europe so they could till their soil, cultivators, and 
so on. Put food in their stomachs. I think those are the things that 
win friendship rather than really elaborate and grandiose programs 
which might go into the hands of the wrong people i in some of these 
countri les. 

That is the thing I was getting at. 

Mr. Saccio. There have been many accomplishments in this field, 
and we have not neglected this. The food we have given in these 
programs under Public Laws 480 and 402 have been recognized as & 
tremendous contribution by the United States. This is true in Spain, 
Italy, and people tell us about this. It is certainly true in India. 
There is a deep recognition among the people themselves as to the 
nature of American aid and what it has done for them. 

Mr. Contre. The CARE program did more for American and Ital- 
ian relations, bundles from fathers, mothers, and grandfathers and 
grandmothers sent there, than all the American dollars we threw into 
Ttaly. 

If you walked into Torino, Firenze, and asked about American aid 
they wouldn’t know what you were talking about. They knew about 
the bundles we sent over and the boxes of CARE. 

Mr. Passman. This is in the record, and I trust the clerk will make 
a note to find it. In prior years they said— 

We don’t necessarily plan to identify this aid program with the people in the 
country because we have to work with the public officials, and if we are to get 
along with them we must place it so they get the credit. 


That was the policy followed when I first became chairman of this 
subcommittee. 

I will arrange for you to read it, Mr. Murphy, as you look so 
shocked. I remember that very well. 

Mr. Gary. May I say that I fought this thing out in Paris many 
years ago. That situation did prevail in France. 

I went over there in 1952, I believe. We were very much disturbed 
then. 

In Italy on every project there was a big sign saying this was the 
result of United States contributions. 

In France they did not. That was the time General de Gaulle was 
struggling for control. 

What you say is true. The French Government was not anxious 
to give too much publicity to our program because they wanted to 
take credit for it themselves. We have had that fight throughout 
the entire program. 

Mr. Passman. For the public officials themselves. They wanted 
to say, “Through our efforts we were able to do this.” I will get you 
the pages. 

Iam glad you verified what I said. 
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Mr. Saccro. I am not denying this isa problem. 

Mr. Gary. It has been a problem ever since the program started. 

Mr. Saccro. In the struggle to maintain Italy from falling into 
the control of the largest Communist Party outside of Soviet Russia, 
it was obviously recognized that there was a Government there you 
had to support. It was a Government that you felt should be given 
credit for doing something for the people. U.S. aid was not ignored. 
It was known. 

Mr. Passman. I agree with the gentleman from Massachusetts. 
I didn’t find it that way, I have been to It: ily 10 or 12 times, and I 
think CARE got more attention than all the billions we gave them. 

Mr. Saccro. I think there are two objectives we have here essen- 
tially. In the process of feeding there is one example. There is no 
question this is important and it has done a tremendous amount for 
the United States. 

There is also the long-term job you have to do. It is true you have 
to get down to the people as much as you can, but essentially in 
Western E urope what we accomplish directly is the rehabilitation 
of that area of the world so its economy can go on its own. 

Iam fairly sure that at least the people who have studied this recog- 
nize the contribution of the United States. They say so more and 
more today than ever before. The willingness of the United States 
to finance the reconstruction of Europe has done more for it than 
anything else. 

It is true the aid might not seem to go directly to the farmer, but 
eventually it did. Italy never has been so well off as it is today. I 
think the foreign aid program should get 50 percent of the credit for 
that job. 

This is true in France. 

Mr. Conte. I think they should get more than 50 percent of the 
credit. My argument is that if you ever jumped in a jeep instead 
of staying ‘around the E mbassy in Rome, go up through the country- 
side and see a farmer, I stayed with my relatives there one night. 
The only thing they remembered was shoes and clothing we sent them 
and small amounts of money when they were up against the wall. 
That was the same way with the whole village. 

The sending of food and clothing there was the great factor in 
building up friendly relations between the people of the two nations. 
I do not refer to the Government but the people and the United 
States, and the great love and affection they have for this country. 

What you say is true. As far as keeping the Government strong, 
keeping it in power, thwarting communism, perhaps we had to do it 
the other way. But you should have another look-see into this pro- 
gram. 

Another point: Last week I saw these 4-H children coming into 
town, thousands of them, good-looking clean-cut young men and 
women, whom you could get for nothing : and send them into these 
underdeveloped countries just for the price of the trip. 

They could show these people more about agriculture than some of 
these high-priced technicians we have there who hate to get out in 
the field. 

Mr. Saccro. If I may read these statistics. 
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Mr. Passman. I have hac just about as much to do with oO ‘tting 

ff the traek as 2 yone else. We have more than ~ VOU 
questions t he il wered. 

Would you tnsert that information in the record, if it 

tothe ver th man from Mass ichusetts 7 

Phe information referred to follow 
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Secretary Duties. I think it is true that the people who depend primarily 
upon the newspapers and the like do not get any adequate picture of the degree 
to which we are helping them. That is true in some of the countries. In other 
countries I think it is pretty well understood. 


Again, on page tS: 


Mr. Narcuer. Mr. Secretary, the country I have in mind is France Phe 
leaders in France for the past 4 or 5 years probably have known what has been 
done and what is being done for France, but what about the French 
generally? [do they know what we have done? 

Mr. HWeNSEL. I cannot tell you how much that is all publicized in France. We 
have made public the amount of dol'ars on the military assistance. We have 
not set up any propaganda to make sure that gets down to the people. 


people 


I will insert some additional information and quotations if neces- 
sary. I can assure the gentlemen of the committee and the witnesses 
Tam not going to reach up in the air and get a statement. I do re- 
member a few things that have transpired from one year to another: 
and as I have to spend considerable time trying to keep up with the 
past years in order to be able to partly deal with the situation in sub 
sequent years, | have to endeavor to remember those things. 


PROGRAM PUBLICITY 


Mr. Gray. I will testify personally that has been a problem ever 
since the program first started. I wrestled with it for a long, long 
time, but it has been a very difficult problem to handle. When you 
go to somebody else’s country you cannot control the publicity. 

Mr. Passman. I know in other instances it was indicated you must 
let the leaders of the country get credit for making these things pos 
sible, otherwise they could not be sustained and ke pt in power. 

Mr. Gary. They took credit in France, I will testify to that fact. 

Mr. Gran. It might be interesting in this connection to say we 
just recently provided to the government of Ceylon a series of power 
coaches for their suburban railway system to run through Columbo. 
I think delivery was made last month and each one of these have 
on the side of them a three-foot enameled placard in several different 
colors, two feet high, with the Ceylonese emblem and the black shield 
emblem with two serpents sort of intertwining, and then in three lan 
guages. including English, reference to the fact these gifts were from 
the United States. 

Mr. Passman. Gifts? 

Mr. Grant. Yes. 

Mr. Passman. Let us hope when the gentleman goes back the) 
still have the placards, and nobody has pulled them off. 

Mr. Ruoprs. Were they British buses? 

Mr. Grant. No, sir. These are what they call power coaches. 

Mr. Passman. Purchased from the United States / 

Mr. Gran. I believe these particular power coaches were actually 
assembled in the United Kingdom using Westinghouse components 
if I recollect correctly. These particular plac ards are still extreme ly 
attractive. The way to be sure of keeping them for a long time is 
putting the Ceylonese identification with this. We have every reason 
to believe they will remain on. 

Mr. Passman. They are not placards. They are not stenciled on 
the coach itself, 
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Mr. Granr. These are far more permanent. They are on a big 
metal sheet. They are raised as necessary, enameled and screwed on, 


SPECIAL ASSISTANCE, NEAR EAST AND SOUTH ASIA 
WITNESSES 


LEONARD J. SACCIO, DEPUTY DIRECTOR, INTERNATIONAL COOPER- 
ATION ADMINISTRATION 


JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND 
PLANNING 

DALY C. LAVERGNE, DEPUTY REGIONAL DIRECTOR, NEAR EAST 
AND SOUTH ASIA OPERATIONS 

HAROLD E. SCHWARTZ, CHIEF, SOUTH ASIA DIVISION, NEAR EAST 
AND SOUTH ASIA OPERATIONS 

JOHN H. KEAN, ACTING CHIEF, NEAR EAST DIVISION, NEAR EAST 
AND SOUTH ASIA OPERATIONS 

JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE 
CONTROLLER 

THOMAS K. WRIGHT, DIRECTOR, OFFICE OF NEAR EASTERN AND 
SOUTH ASIAN REGIONAL OFFICES, DEPARTMENT OF STATE 


Mr. PassmMan. For the Near East and South Asia, the 1960 program 
is $75.070 million from special assistance. Your estimate for 1961 is 
under that figure. 

Mr. Saccio. Yes. 

AFGHANISTAN 


For Afghanistan, for 1960 you had $3.6 million. Off the record. 

(Discussion off the record.) 

Is this ———— a political decision to counteract the amount of 
Russian aid being accepted by Afghanistan? 

Mr. Saccrio. The overall program is definitely for that purpose. 
You have asked me why we have increased to the amount in the books 
here. I was referring to the financing of the basic projects we are 

carrying out in Afghanistan. 

Mr. PassMan. In effect, we consider ourselves in competition with 
Russia in this country on the aid program ? 

Mr. Saccio. We consider it is important for us to assist Afghanistan 
so it does not become completely dependent on the Russians. We are 
not in competition in the sense we are trying to match what the 
Russians are doing in this country. Their aid far exceeds ours at the 
present time. 

Mr. PassmMAn. Not in kind; but, in effect, we do consider we are in 
competition with them, do we not, on these aid programs? 

Mr. Saccro. We have been in competition with the Russians for the 
last 10 years. Weare not going to outbid them on some of these things. 
We are going to keep our presence there, but we are not going to try 
to match them for everything they might do in a country. 

Mr. Passman. Not everything? 

Mr. Saccro. Not most things either. 

Mr. Passman. This is going to be a peculiar looking record, be- 
cause others have indicated we are in competition with them. We 
accept your answer. 
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REGIONAL TRANSIT ROADS PROJECT 


Now, of the ———— requested for the continuation of the regional 
transit roads project, how much is for expansion in the scope of the 
project, and how much is for financing the increase in the original cost 
estimates ¢ 

Mr. Saccro. The overall project was to help maintain roads. The 
road from Kabul-Ghazni to the border of Pakistan near the Kyber 
Pass, and from Kabul down to Kandahar-Spin Baldak. 

Mr. Passman. The cumulative through June 30 on this transit proj- 
ect has been $18.993 million, and you propose for 1961 ————? 

Mr. Saccio. That is right. 

Mr. Passman. All of this funding is to cover the expansion of the 
initial scope of the project. It also reflects a revision of the original 
cost estimates. What we would lke to find out is how unfirm your 
original cost estimates are. Can you give us that? 

Mr. Saccro. May I ask to supply that for the record. 

(The information referred to follows:) 

Preliminary estimates as to the cost of the regional transit project were based 
on a reconnaissance survey and an economic feasibility study done in 1957 
by Koebig & Koebig. 

On the basis of this study, the Ken R. White Co. was selected to do the 
engineering designs and cost estimates. In May 1959, White submitted prelimi- 
nary estimates following the completion of ground surveys. 

These costs were higher than Koebig & Koebig’s, due in large part to the fact 
that the highway standards on which White’s engineering was based were 
higher than those envisioned by Koebig & Koebig. Also, White’s studies indicated 
that a substantial portion of the roadways must be completely rebuilt and 
realined. 

The request for funds for fiscal year 1961 cannot, therefore, be allocated 
proportionately to an increase in the scope of the project and to an upward 
revision of previous engineering estimates. Rather, it is an estimate of the 
amount needed during fiscal year 1961 to carry out work based on an engineering 
survey and a final determination of construction standards. 

Mr. Passman. Am I reading correctly from the books ? 

Mr. Saccto. Yes. 

Mr. Passman. Am reading correctly from the justifications ? 

Mr. Saccto. Right, sir. 

Mr. Passman. Thank you very much. 


LOCAL CURRENCIES 


Time limitations will not permit us to go too far into this. I think 
each country would be just about a repetition of the other. We shall 
ask you this as it applies to Afghanistan: How much local currency, 
United States-owned and country-owned, have you obligated in the 
fiscal vear 1960 ¢ 

Mr. Saccto. United States-owned, obligated, $1.172 million. 

Mr. Passman. Planned for 1961. 

Mr. Mosster. Nothing for 1961. 

Mr. Passman. What do you have in the same category for Public 
Law 480 ? 

Mr. Saccro. For 1960 the amount generated was $615,000 and un- 
deposited, and $357,000 in 1961 of the amount I gave you will be used 
for a transportation project. 
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Mr. PassM ww. What will be the total amount used 
then / 
ogee s2.3 million. 


Mr. Passman. That is in addition to the dollars for which vou are 
askin of 


_— * 


Mr. Saccro. That is rieht. 


REGIONAL TRANSIT ROADS PROJECT 


Mr. Passman. What is the unexpended umount to the credit of this 
particular transit road project as of June 30 ¢ 

Mr. Mossier. 310.493 million. 

Mr. Passman. When was the contract entered into / 

Mr. Grant. I believe this project was initiated in 1958. 

Mr. Passman. And you still have 310.493 million, of the original 
$18.993 million, unexpended ? 

Mr. Gran. Yes. 

Mr. Passman. Do you actually need as much as one additional dol- 
lar for the fiscal year 1961, with that large sum unexpended ¢ 

Mr. Lavercne. We have $2 million for the engineering contract 
and $4 million for the equipment. The amount is needed as stated 
because we are approaching the time to call for bids for the construc- 
tion phases of the project. 

Mr. PassMan. With this tremendous amount of money you have 
not proceeded into the construction part yet / 

Mr. LaverGne. No, sir. 

Mr. Passman. For what purpose has the money been spent ? 

Mr. Laverene. Only the contract to do the engineering and super- 
vision on the project and the equipment. 

Mr. Passman. How much for the engineering ? 

Mr. LaverGne. $2 million. 

Mr. Passman. How much for the equipment ? 

Mr. LaverGne. $4 million. 

Mr. Passman. That is $6 million. What did we do with the other? 

Mr. Grant. This is the estimate as of June 30, 1960, the unliqui- 
dated, but the project has not started yet. 

Mr. LaverGne. The construction. 

Mr. Passman. Even though construction has not started the ob- 
ligation of $18.993 million is estimated, and on June you will have 
reduced it down to $10.493 million. 

Mr. Laverene. The first section of the road has the engineering 
completed for it. For the second, the engineering will be completed 
ina matter of weeks. 

Mr. PassMAn. May I indicate for the record, and I am repeating, 
of the original $18.993 million that you have obligated on June 30, 
you have reduced that to $10.493 million, but construction has not 
yet started; is that correct ? 

Mr. Laverene. I think so. 

Mr. Passman. I am not going to try to find out how you dispose 
of the money. If you want to insert it in the record that is all right. 
If we go into all the detail we will never get through. 

Mr. Lavercne. If I may, I want to say why we need the amount at 


the present time. The engineering is about completed and we now 
have to call for bids for the e onstruction. 
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Mr. Passman. I can understand, but that looks like a tremendous 
amount of money, if I must comment, that you have spent of the total 
for the engineering data and getting the equipment. It is done, so 
that isthat. 

Mr. Saccto. May l refer to a question raised in connection with 
\fohanistan ? 

Mr. Passman. All right. 


PAN AMERICAN-ARYANA AIRWAYS CONTRACT 


Mr. Saccto. Mr. Chairman, I believe in the course of the testimony 
there was some question as to the propriety of the contract with Pan 
American in view of the fact they were going to purchase 49 percent’ 
ownership in the Aryana Airways and also Aryana Airways would 
get a TC contract for management and training. 

| h: ave here with me the correspondence in the De ‘partment which 
led to this decision, and if I may briefly refer to these documents 

Mr. Passman. If you have those documents for the committee, 1 
suggest that you let Mr. Rhodes look at them, and then if he has addi- 
tional questions after he has looked over the documents, he may 
ask them. Is that satisfactory ? 

Mr. Saccro. Yes. 


CONSTRUCTION EQUIPMENT CONTRACT 


Mr. PassMan. On page 56, I note that approximately $4 million of 
heavy construction equipment has been ordered, and most of it has 
been shipped and is in Afghanistan, A U.S. contractor has been 
sent to examine it and move it to Kandahar, where it will be issued 
to the current construction contractor when contracts are let. The 
construction contractor for the Kandahar—Spin Baldak road was 
expected to be selected by ICA/Washington by April 15 and work is 
to start immediately thereafter with completion in 9 months. 

What kind of a contract is that? Do we purchase the equipment ? 
What kind of a contract are we entering into? All he has to have is 
the ability to endorse a check under this kind of a contract. 

What isthe contractor putting up 4 

Mr. Laverane. Under the terms of the tentative call for bids 
would be indicated what equipment would be supplied to the con- 
tractor 

Mr. PassMAn. But you have $4 million for that ? 

Mr. Laverenr. No, sir. The equipment has been ordered and 
much of it has been delivered so it is identified as equipment that 
will be made available to him under this contract. 

Mr. Passman. You have already disposed of approximately $18 
million, and you are down to $10 million, and work on this road has 
not. started. You have $4 million of the $10 million for equipment. 
Is that in the original money ? 

Mr. LaverGne. Yes, it is. 

Mr. Passman. What does the contractor furnish, if you are going 
to furnish the equipment out of this appropriation ? 

Mr. Lavercne. He will not furnish those particular items of equip- 
ment, sir. 
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Mr. Passman. If you are putting up $4 million for equipment on 
this road, what is there left for him to furnish ¢ 

Mr. Laverene. He will furnish some equipment. 

Mr. PassmMan. What? 

Mr. Laverene. I am sorry I cannot give you the particular items 
of equipment. 

Mr. Gary. But he will build the road ? 

Mr. LaverGne. Yes. 

Mr. Passman. With equipment we will furnish. 

Mr. Laverene. That equipment will remain the property of the 
Afghan Government. 

Mr. Passman. You cannot pin down any equipment he will put on 
the job? 

Mr. Laverene. No, I cannot. 

Mr. Passman. That is the only thing I was trying to establish. 

Mr. Laverene. I am sorry I do not have that. 


TsRAEL 


Mr. Passman. In 1960 you had $7,500,000 in special assistance 
for Israel. I believe — you were — asking for ———— for 
fiscal year 1961. Would that come under a classified label, too? 

Mr. Saccro. Our discussion, I believe, was classified. 

Mr. Passman. What about the dollars; is that classified ? 

Mr. Saccro. Yes. 

Mr. Passman. Could we indicate for the record the aid for fiscal 
year 1961 is being given on a political basis, rather than an economic 
basis? 

Mr. Grant. I think it should be indicated this serves an economic 
benefit even though there is no current economic crisis. 

Mr. Passman. You could give a millionaire a $10 bill and he would 
spend . and that would be a benefit. 

Mr. Saccio. I think this was made clear previously. 

Mr. Passaran. What has been the total amount of special assist- 
ance extended to Israel to date? 

Mr. Saccro. The total amount of special assistance is $292 million. 

Mr. Passman. Will you look at page 147. This is out of special 
assistance alone, and the expenditures have been $297,342,000? 


Mr. Saccrio. Yes, sir; and unliquidated at the end ae the year is 
$2,300,000. 








JORDAN 


Mr. Passman. For Jordan you had $47 million in fiscal year 1960 
and are requesting — in 1961. What is the total amount of 
special assistance funds approved for this country ? 

Mr. Saccro. $159 million as of the end of this fiscal year. 

Mr. Passman. I note, on page 157, that ICA has created several 
loan funds in this country for a number of purposes, including the 
construction of 56 village schools. 

Mr. Saccro. Ac tually these activities come under the self-help loan 
and grant program which is to help villages do as much as they possi- 
bly can for themselves with loan assistance. 

Mr. Passman. Will this be repaid in local currency ? 
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Mr. Saccio. It will be; yes, sir. 

Mr. Gary. Will the gentleman yield ? 

Mr. Passman. Yes. 

Mr. Gary. Is not a part of these funds used in Jordan to help them 
balance the budget ? 

Mr. Saccro. There is budgetary support in Jordan, not to balance 
the budget. We hope they will not use more than they have actually 





budgeted for the year. About ——— million of the ——— million 
would be for budget support. 
Mr. Gary. — million is proposed as a cash contribution for the 


support of the Jordan budget; 1s that correct ? 
Mr. Saccro. Yes. 
Mr. PassmMANn. Isthata classified figure? 


Mr. Saccro. It is part of the ——— million; yes, sir. 
Mr. Gary. Is a portion of the 1960 funds being used for that pur- 
pose ? 


Mr. Saccto. Yes, sir. 

Mr. Gary. How much? 

Mr. Saccro. $40.5 million for budget support. 

Mr. Gary. $40.5 million of the $47 million appropriated for 1960 
isa cash contribution for budget support ? 

Mr. Saccrio. That is correct. 

Mr. Passman. Is the $3,413,000 on page 165 for budget support in 
addition to the ———— ifitan mentioned earlier? 

Mr. Saccio. Yes. 

Mr. Mosster. This is from title IT local currency. 

Mr. Passman. But it is in addition to the first figure mentioned 
of ———— million? 

Mr. Mosster. Yes, sir. 

Mr. Gary. And that is local currency ? 

Mr. Mosster. Yes. 

Mr. Passman. What has been the total amount of local currency 
allocated for special assistance ? 

Mr. Mosster. $3,413,000 is the total amount in 1960. 

Mr. Gary. The other figures we mentioned were dollar contribu- 
tions, were they not ? 

Mr. Saccio. That is correct. 


LEBANON 


Mr. Passman. In Lebanon there is no request for fiscal year 1961. 
We will be able to get through the balance of this fiscal year without 
programing any assistance for Lebanon ? 

Mr. Saccio. We hope so. 

Mr. PassMan. What is the present unliquidated balance? 

Mr. Saccto. $4,292,000. 

NEPAL 


Mr. Passman. For Nepal in 1960 you had $1.2 million. For fiscal 
year 1961 you are requesting ———— 

Mr. Laverexe. Mr. Chairman, those are dollar 1 ‘equirements of con- 
tinuing projects that are already started. 

Mr. Passman. These are for continuing projects ? 

Mr. Laverane. Yes. 
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Mr. Passman. Does that mean the original estimates did not hold 
firm / 

Mr. Laverane. No. These are dollar costs of projects which were 
already started for which additional requirements were anticipated, 

Mr. Passman. Why is it necessary to raise the level of aid to con 
tinue the same projects that you had under construction in fiscal year 
1960 ¢ 

Mr. Laverene. The construction requirements are higher for cer- 
tain portions of the projects, sir. 


INDUSTRIAL DEVELOPMENT CORPORATION 


Mr. Passman. Do you have an Industrial Development Corporation 
recently established in Nepal: and, if so, what is our contribution to 
this Industrial Development Corporation 

Mr. Saccio. The planned contribution in fiscal year 1961 is $100,000, 

Mr. Passman. What has been the total contribution to this Indus- 
trial Development Corporation thus far / 

Mr. Saccro. This is the first, sir. 

Mr. Passman. Is this some form of bank, or lending institution / 

Mr. Sacctio. It is intended to help in industrial development. It is 
a combination. It is a productivity center 

Mr. Passman. But they establish eligibility for a DLF loan? 

Mr. Scuwarrz. They have an application pending for Development 
Loan Fund assistance. 

Mr. Passman. We set them up, and after they are set up they apply 
for DILF money. Is it anticipated that will be repaid in local cur- 
rency / 

Mr. Laverene. It probably would be. We are not in a position to 
say. 

REGIONAL TRANSPORTATION PROJECT 


Mr. Passman. Why is it necessary to provide an additional $1 
million for the regional transportation facilities project ? 

Mr. Lavercne. Mr. Chairman, this, again, is the construction of a 
road which originally had an amount of money in it with an anticipa- 
tion over a period of years that this project would be carried out. 

Mr. Passman. What amount have we allocated to this road project 
up to this time ? 

Mr. Laverene. Through 1959, $5 million, and in 1961 we estimate $1 
million, and $1,500,000 for 1962. Our original estimate was $7.5 
million for the entire project and our present estimate is about the 
same, 

Mr. Passman. Under the agreement our contribution was to be $5 
million plus an additional $2.5 million on a funds-available basis? 

Mr. Laverane. We put in $5 million. Weare asking for $1 million 
for 1961 and would have to ask for the balance in the future to com- 
ple‘e the contract. 

Mr. PassmMan. You agreed to contribute an additional $2.5 million 
ona frnds-available basis; did you not ? 

Mr. LaverGne. Yes, sir. 

Mr. Passman. And how far have you progressed on the commit- 
ment ” 

Mr. LAveRGNrE. $5 million, sir. 
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old Mr. Passman. You have only obligated $1 million out of the S5 
| anillion ? Your expenditures have been S692,000 out of the 85 million ? 

are Mr. Mosster. At the end of 1959. We expect to spend another $1 

ed. | million in 1960, 

n- Mr. Passman. What will your expenditures be at the end of fiscal 


venr LOGO / 


5 Mir. LAVERGNE. $1,692,000. 
T- Mr. Passwan. And vou have an unliquidated balance of $3,308,000, 
but vou are putting ina plug for another million ¢ 
Mir. Mossier. Yes. 
Mir. Passman. Ldo not understand it. I shall not even try. 
Mir. Saccro. Mr. Chairman, can Mr. Lavere ldress himself to 
mn e regional transportation facilities project / 
to Mir. Passman. Yes, if he will be brief. Gentletnen, we will finish 
{1 Levy o stay het until 2 « loc] 

0) \i ERGN lt w s planned his p vould tal hout 5 years 
S- the « struction, and as the operati osts have required 
ide releases against the conimitme f $5 million 

; ’rssMAN. Did you. or did vou not ike a tement of fact a 
8 ) Cll | clic Li as | lil On Lyunt 1 \ LO Ly a 
IS i } vdditi | il Se a 11 } }) 1 i i lable DASIS ¢ 
NO f t i ‘commitment of 8) million through June 30 
ou Will have unliquidated $5.308,000, Is that correct / 
it Mr. Saccio. Yes, sir. 
Mer. Passman. You still have 835.508.0001 liq lated, out of the 
y riginal Somiullion 4 
al Mr. Sacco. Yes,sir 
Mr. Passwanx. Do you consider that you have the authority for 
0p the 82.5 million ¢ 
VI. Saccto. We are asking for another million for 1961 and we 
Veal proximately SL. million that las been a tually expended with 
Wance of unliquidated S83.308.000, 
| Mr. PAssMAN. [f the Congress approves this 81 million, that is about 


tantamount to approving the entire S25 million: is it not / 
Laverane. That would only bring us to S86 million. 
Mia. Passman. This 82.5 million was a deferred item. If Congress 
vt oe 


ipproves the SP million, that will open it up to request the additional 


1 
On 4 


Mi ¥ \VERGNE., We expect to come back and ask for it: ves, s1r. 
Miy. Passo AN. All right. | thought we had made it clear. 

Mir. Laverone. Almost 85 million of the 87.5 million are for com- 
odities and 82.5 million is for operating COsts. 

Mr. PASSMAN. You people will vel this thing sO complicated you 
| not understand it yourself, We had ad very able witness here, 
and T told a dinner guest IT was very fond of him, and he admitted 
{ Was vetting sO complicated he could not understand it. I wish 


Ol yf you would make an addnission like that. 


Univrep Aran Repusii 


Nov , the United Arab Republic. For fiscal year 1960 you had 
“4.2 mill 


on. This is being for fiscal year 1961. That is not 


lassified: is it / 
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Mr. LaverGne. We have not said it to them. 

Mr. Passman. That it is being — -¢ 

Mr. Sacco. No, sir. 

Mr. Passman. Then, whether it is good or bad, we have to leave 
itout. All right. 

Mr. Saccto. Sir, we stated the reason why it was classified. 

Mr. Passman. I repeat, this sheet enables me to understand why it 
is classified. 

How much did you request and justify for the United Arab Re- 
public in your presentation to the Congress last year, not only for 
special assistance but all other programs? 

Mr. Saccio. None. 

Mr. PassmMan. Would you comment briefly on this $2.3 million 
allocation for newsprint ? 

Mr. Saccto. This isthe amount in fiscal year 1959 ? 

( Discussion off the record.) 

Mr. Passman. Do you have a claim against the importer for this 
item of $2.3 million because he accepted a bid higher than the lowest 
bid, and that is why it was necessary to get the $: 2.3 million? 

Mr. Laverne. That is not correct. 

Mr. Grant. The $2.3 million was made available. The importer 
himself would have to deposit the local currency equivalent of this. 
The question you are referring to, I believe, is that this procurement 
may not have been carried out in accordance with ICA regulations 
and we may have a claim for it. 

Mr. Passman. That is what I wanted to smoke out. 

Mr. Lavercne. We may havea claim. 

Mr, Passman. You do have a claim, do you not, if you want to 
push it ? 

Mr. Laverene. Sir, I do not have all the facts but we will push it 
if there isa claim. 

Mr. Passman. You are of the opinion you have a claim’ When 
was this first brought to your attention ? 

Mr. LAVERGNE. 7 have known of it several months, sir. 

Mr. Passman. Then, do you not think it is about time for you to 
start pushing it ? 

Mr. Laverene. I do not know, but if we do we will push it. I do 
not know what the facts are. 

Mr. Passman. Is it not about time you familiarized yourself with it, 
and ascertained if you do have a claim ? 

Mr. Laverene. We intend to. 

Mr. Passman. But it was in violation of the ICA regulations? 

Mr. Lavercne. I am not sure, sir. 

Mr. Passman. Could you clear it up, Mr. Saccio? 

Mr. Saccro, These are the facts I have, too. 

Mr. Passman. Will you get the information and give it to the 
clerk? There are some other things we could mention on this that we 
will pass over while awaiting your ‘information. 

Mr. Kean. Sir, we do not have the facts in yet on this case. We 
will examine these figures carefully as soon as we have them and 
then we can make a determination as to whether a refund is in fact 
due us. 

Mr. Passman. We knew about it last November. When did you 
learn about it ¢ 
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Mr. Kean. We have the facts you have, I believe, but not the com- 
plete facts. 

Mr. Passman. When will you get the complete facts ? 

Mr. Kean. When the commercial documents are available to us. 

Mr. Passman. The ICA regulations were violated in this particu- 
lar transaction? Do you have that information ? 

Mr. Kean. Not actually. 

Mr. Passman. Why would you be getting into it unless you had 
some suspicion there had been a violation of ICA regulation? 

Mr. Kean. Certain allegations were made and as soon as we find 
the facts we will make the determination. 

Mr. Passman. If you do not get the facts we will help you firm 
it up. 

Mr. Laverene. I might say this is not the first time we have had 
aclaim in the U.A.R. and we have recovered. 

Mr. Passman. Let us hope you will recover this one. 


YEMEN 


In 1960 you had $3 million for special assistance in Yemen. In 
1961 you are requesting ——-. 

Mr. Saccto. That is right. 

Mr. Passman. How much did you request and justify to the Con- 
gress last year for this country ? 

Mr. Saccto. I do not think we have anything listed in our request 
for this cree 

Mr. Passman. Would you say it was not justified before the 
Congress ? 

Mr. Saccto. No. We did make a statement that we did not know 
what would happen here and we probably would have to go to the 
contingency fund as soon as we knew what the situation was. 

Mr. Passman. Where do we find that in the hearings? You were 
not examined on this, and you did not specifically request money on 
this item for Yemen 4 

Mr. Saccto. It is my recollection we mentioned Yemen was a coun- 
try where we had no specific plans but we probably would have to go 
to the contingency fund as soon as we knew what the situation was. 

Mr. Passman. Did you say situations “like Yemen” instead of 
saving Yemen ? 

Mr. Saccio. We mentioned two countries as examples. 


WHEAT DISTRIBUTION PROJECT 


Mr. Passman. What were the contractual services in fiscal year 
1960 in Yemen that cost $500,000 ? 

Mr. Laverene. It was a contract to distribute wheat that had been 
brought to Yemen. Of that amount, $800,000 has been spent. 

Mr. Passman. What was the value of the wheat that was dlis- 
tributed ? 

Mr. LaverGne. I am sorry, I do not have that. 

Mr. Grant. We delivered 23,000 tons of Public Law 480 wheat and 
9,000 tons of flour following the severe famine in Yemen. 

Mr. Passman. Was the $500,000 to distribute the wheat after it 
arrived at dockside in Yemen ? 
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Mr. Laverane. Yes, sir. 

Mr. PASSMAN. That was the cost to distribute it in the country ( 

Mr. Saccio. That is right. 

Mr. Passman. What was the per ton cost? 

Mr. Lavercne. To answer your previous question, the total cost of 





the wheat was $4.9 million. 


Mr. Passman, $500,000 appears to be a high percentage to dis- ? 
tribute something already in the recipient’s countr a 
Mr. Lavercne. The amount actually spent was $300,000, a 
Mr. Passman. What happened to the other S200,000 7 \] 
Mer. Laverenr. It is still available. We had an agreement whi) 
oblicated S500.000. We have actually spent S300,000. . 
Mr. Passwan. Do vou have thi other $200,000 ? - 
Mr. Laverenxe. That amount is still in the project agreement 1 
Mr. Passaran. Is it set up under obligations?’ The wheat has al \j 
1 dy heen cl} tributed ? 
Mr. Laverane. I do not know 1f it is completely distributed but wi * 
ave slready Spe t that much. . mS 
Mr. P SSMAN, When did the. nen ovo over there t » mee a famine! " 
Mr. Laverane. It was late last fall. i 
Mr. Passaran. Do vou not think they would have used it bv this r : 
me or starved by now? It looks as if you always obligate more tha rs 
you need What do vou estimate vou will ly ive out of t] e SHOOOOO o} : 
June 30. 1960 ? \ 
Mr. Lavercne. Probably $200,000, ool 
Mr. PAssM AN. That means you have SZ00.000 more than you neede i 
to deliver wheat during a famine last fall 7 . 
Mr. Kran. Sir, may I point out this is a country where the condi 
tions for distribution are extremely difficult and one in W hich I think ( 
we have made a great impact in relation to the Soviet influence. Th \ 
$300 000 for the distribution of last vear’s wheat did leave S200,00 
Mr. Passman. It is a very small country, and this was to meet 
famine last vear. 
Mr. Kean. That is correct. 
Mr. Passman. And vou set up $500,000 for this purpose. Does it HH 


not. stand to reason, as it was shipped to meet a famine last vear, the 
wheat would have already been distributed 7 

Mr. Kran. T think it is fair to Say the wheat sent last vear Is prob ' line 
ably distributed. 

Mr. Passman. And that is the purpose for which you set up the 
SHOOOO0, to par for the distribution of the wheat last vear? 

Mr. Granr. The country is about the same size as Nebraska. 

Mr. Passman. Some time T will look up and see just how large 
Nebraska Is. 

Mr. Grant. Sir.this famine has continued, as T understand it. 

Mr. Laverene. Off the record. 

( Diseussion off the record.) 

Mr. Passman. Did the Russian wheat spoil ? 

Mr. Laverane. I donot imagine it spoiled. ; 

Mr. Saccto. We have had evidence of the people of Yemen actually tr 
appreciating this more than anvthine that has been done for them 
either by the United States or the U.S.S.R. and we wanted to be sure 
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food was actually distributed, and that is what brought about 
result. 


{ 
: , ; . ; \ 1 
Mr. PassMman. I try to bea Hub ahitarian, but we oo through thou 


is of lems and one Is just like the ot] er. Llere is something where 


, 


u got SS0OO00 to distribute wheat last fall in a faraine. and 


WOus left which is not an obligation for what it was ort@mallh 


ded Phat is the point I am maki 


Mir. Saccto. By the end of the fiscal year this will go throug! 
Mir. PassmMan. But since it is obligated it will not go back as un- 
tigated funds. I wish we had time to die in and discover how 
Huchh Vou have nae tually obligated for purposes for which there is no 
onger a need for the funds. We might find you have hundreds of 


operation of seeing if it Is a fair obligation 


mill ons o1 dollars. 


Mir. Saccto. My remark was directed to giving another example of 
the kind of activity we engage in which actually gets down to the 
pe ple. 

Mr. Passman. I certainly believe there was a famine there, but I] 

not believe in continuing 40 percent of this amount into the in 
definite future as an obligation, when the obligation has already been 
met. 

Mr. Laverane. This obligation, sir. the mitial obligation, is not more 

1 + months ago. This is not holding’ it over a long time, 
Mir. PAassM iN. OF COUrSe, On June 30) you will have S?ZOO O00 obhli 
ited which you no longer need for the purpose for which it was 
oll ented, 
Centrrant Treary OrGanizatrion 


Central Treaty Organization. In 1960 you had 85,070,000, and you 
ve noamuch less amount requested for 1961, 


U.N. Emercency Force 


U.N. Emergeney Foree. In 1960 you had $3.5 million, and for 
N61 you are requesting s3.2 million. a reduction of S300,000, 

Mr. Saccro. That is meht. 

Mr. Passman. Who are the seven nations cor tributine the 5.000 
lien and officers to the U.N. emergency Force / 

Mr. Saccro. We do not have that. We can provide it for the record. 

Mir. Passman. Tthink we had better have that now. 

Mr. Saccro. As T said in my statement, this item is to be testified 
to by a State Department man. 

Mr. Passman. This is special assistance / 

Mr. Saccto. Yes, it is. 

(Information supplied may be found on p. 3079.) 


PROGRAM ADMINISTERED BY DEPARTMENT OF STATI 


Ir, Passman. Then, could you tell us which seven nations are con 
tributing the 5,000 men and officers to the U.N. Emergency Force ‘ 
Mr. Saccio. Sir, the ICA does not administer this and I am afraid 
there is not a State Department witness here who can tell you imme 


diately who the seven nations are. Could we defer that question at 


this time / 
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PROGRAM COSTS 


Mr. Passman. Yes. It would appear from the information we 
have here that it is not as low-cost as we had thought; if you take the 
total amount of our contribution plus the others, for your grand total, 
and divide that by the number of men there would be a cost of about 
$4,000 per man. 

As the United States is already contributing $6,497,000 from other 
sources to the emergency force, why should the United States volunteer 
an additional $3.2 million from this bill, for a total U.S. contribution 
of 48.5 percent? 

Mr. Saccio. We will direct that question to the State Department 
witness who will appear here. 

Mr. Passman. | hope we do not forget to ask it of him. When we 
think of our U.N. cost we think we are placing a limitation, but we 
run into special assistance and find that they also are contributing, 
so that our percentage, instead of being 30 percent or 40 percent, in 
this case it would be up to 48.5 percent. Is that correct ! 

Mr. Laverene. That is correct. 

Mr. Passman. You see how confusing this is. We go to the floor 
and tell them our contribution is 30 or 40 percent, and we find it is 
actually being fed out of another appropriation and comes to 48.5 
percent. 

Mr. Rhodes? 


CENTRAL TREATY ORGANIZATION 
UNLIQUIDATED BALANCE 


Mr. Ruopes. I notice there is an unliquidated balance for CENTO. 
What is the reason for that ? 

Mr. Laverene. That is mainly because of a commitment of the 
Richards mission to the CENTO nations. We are at the point where 
a system has been chosen and approved last. week by the nations meet- 
ing in Ankara, and invitations to bid will be shortly going out on the 
system itself. 

Mr. Ruopes. Is what is requested for this year just enough to take 
care of our expenses for this coming fiscal year or is there any ad- 
vance planning at all? 


AIR NAVIGATION PROJECT 


Mr. Saccro. The amount we are asking for for next year has to do 
with the air navigation project, which is not the same, That will be 
for that purpose alone. 

Mr. Ruopes. How soon will funds actually be expended on that 
project ? 

Mr. Saccro. On the air navigation project ? 

Mr. Ruopes. Yes. 

Mr. Lavercne. According to the FAA this amount can be used 
effectively this year. 

Mr. Granv. Our experience has been it takes 12 to 18 months after 
the contract date for delivery of the equipment. 
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UNLIQUIDATED BALANCES 


Mr. Ruopes. It amazes me to see such a large unliquidated balance. 
It does not seem like all of this will be spent next year, and I wonder 
if this year you could not catch up on your liquidations and maybe 
vo ahead with your air navigation project from other funds and not 
require the funds requested this year ? 

Mr. Laverene. Actually part of this is Richards money. $10 mil- 
lion was made available in 1958 by Secretary Dulles. The United 
States has carried out the engineering aspects and we now think that 
the time is approaching to negotiate a contract to carry out the con- 
struction aspects. 

Mr. Ruopes. Do you think by this time next year you will have that 
unliquidated balance rather low ? 

Mr. Laverene. It will be obligated by contract, I would say. 

Mr. Ruopes. Do you understand “unliquidated” means “unobli- 
gated”? 

Mr. Grant. No, sir. If we have contracted, let us say, for a loco- 
motive, then it may be 2 years or a year before the piece of equip- 
ment is delivered. During this per iod of time you have a contract 
obligation but the funds remain unliquidated. 

Mr. Ruopes. I understand. 


ASWAN DAM 


As far as the UAR is concerned, I asked questions when we were 
talking about technical cooperation on the UAR concerning certain 
aspects of the Aswan Dam. 

Is anyone here now who has the necessary knowledge to answer 
those questions, Mr. Grant ? 

They had to do with the installed capacity of the generators. 

Mr. Wricut. Mr. Rhodes, could I answer that question ? 

Mr. Ruopes. Yes, sir. 

Mr. Wricut. We have already submitted for the record two special 
papers, one on the kilowatt. output and the other question was with 

respect to the schedule of payment. 

Mr. Ruopes. Right. 

Mr. Wricur. And the manner of payment. There have been two 
papers prepared and submitted to the committee. 

(The material referred to appears on pp.1542 and 1543.) 

Mr. Ruopes. Thank you very much. 


Pan Am ConrrAacr Wirn AryYANA ATRLINES 


Now, Mr. Saccio, you submitted certain correspondence to me with 
respect to the Aryana Afghan Airway. These documents consist of 
correspondence between the State Department, ICA, and the Pan 
American World Airways system. 

Mr. Saccto. Yes, sir. 

Mr. Ruopes. They pretty well set forth a large portion of the 
negotiations leading to the contract between Pan Am and Aryana 
Airlines for a management contract. 











ie letters deal with the terms which Pan Am would ce a 


order to sign acontract: isthat me@ht 4 

Mr. SACCIO. Yes, sir. 

Mr. Riropi at There Wis some question as TOW heth ra svlowy ree 
should be paid in view of Pan Ams acquisition of the 49 percent 


stock mterest 1 Arvana. 


It appeared from the correspondence with Pan Am that Pan Am 


} 


. : . +] 
was reluctant, In spite of the 49 percent mterest m Aryana, wid the 
correspondence does not go back far enough to inclieate Why anvone 


thoueht that Pan Am should buy the stock. 


Do vou, or any of the cent men from the state Dep itinent, know 


( 


or ean vou tel] the comunittee WhYV Vol felt that it was HecessaLy for 
sucha purchase to be made 4 ee 

Mr. Saccio. If 1h \ recollection serves me right, I had something to 
do with the negotiations here at that time. 
It was the desire of Pan Am to have an interest in the Arvana and 
ere certainly Was a desire On OUP part that an \mericn (4 pany 


t| 
had an interest in Arvana. 

( Discussion off the record. ) 

Mr. Riopres. IT want to read paragraph 2 of the letter, dated 
December 19, 1956, addressed to the Honorable John B. Hollister, 
Director of ICA, and signed by Mr. Roger Lewis, executive vice pres! 
dent, development nnd defense projects of Pan Amertea World 
Airways. The letter states this—off the record. 

( Discussion off the record. ) 

Mr. Riopes. This would seem to indicate that someone els ther 
than Pan American had this idea, and IT want to know who it was 
and where it started. 

Mr. SACCIO., ] will have to refresh Wy recollect i n Ol this. I am 
not too sure what the faets are. I have a Vague recollection that 49 
percent was owned by interests other than the Afghanistan Gover 


ment ‘ But. | will have to vO back into the files and see 
if Lean get that fact for you. 

Mr. Ruoprs. There is another curious provision in this contract 
as finally signed. Off the record. 

( Discussion off the record. ) 

Mr. Saccro. Yes, sir: that is right. Tam familiar with that and 
that wasa pror ision. 

Mr. Riropes. Let me ask you this question: Was this provision put 


in the contract at the request oft Pan American or iat the request of the 
IC’ \ orthe State Department or whom ? 

Mr. Saccio, At the request of ICA specifically. 

Our position was essentially that we did not want to finanee a 
contract on management where there was ownership on the part of 
the company that was vetting the Inanagement contract without 
some safeguard to the United States against undue enrichment 
the part of the company. Of the record. 

( Discussion off the record. ) 

Mr. Saccio. This clause was put in at the suggestion of the TCA to 
protect the U.S. Government. 

Mr. Riroprs. And, there is no such understanding that such pur 
Chase will be made? 

Mr. Saccro. That is correct, sir. 


iit 


ov) 


Mr. Riutopes. There is another portion of this which is a little bit 
urious. I donot think 1 would have asked one of my clients to sign 
suchathimeasthis. Of the record. 

( Discussion of the record. ) 

Mr. Saccto. Our major purpose here, of course, was to be sure that 
the United States at some particular time had a chance to express a 
judgment as to whether the contract had been one out of which Pan 
American just made a lot of money. If it were so, we could at least 
have the opportunity to . Otfthe record. 

( Discussion off the record. ) 

Mr. Saccro. Timust assure vou that we fought over that for, I think, 
about a solid month, as the records will show from the dates of those 
memorandums. Off the record. 

( Discussion off the record. ) 

Mr. Riopes. You do get my point, though, as to the matter 4 

Mr. Saccto. I think the contract will be subject to a reasonable 
interpretation. Off the record. 

( Discussion off the record. ) 

Mr. Ruopes. I do not doubt your motives. I think you acted in 
accordance with the best judgment that was available. In fact, I think 
you made a good deal for the Government on this sort of thing. Iam 
just saying, as a lawyer, I do not know why someone did not think to 
put ina time limit on that repurchase agreement. 

It seems astounding that those of you who are lawyers in the Govern- 
ment cid not think of that. 

Mr. Saccto. Well, I happen to be the lawyer on it and, so, I plead 
guilty. 

Mr. Ruoprs. If you will, then, provide for me the reason that 
someone thought the United States . then I think as far as I 
am concerned, we can pretty well call this a closed incident for the 
I me being. 

Mr. Saccto. Yes,sir. 

— Riropes. Do you have any way of determining the present value 
of Aryana Airways or, rather, the value of Aryana Airways on, 
s Gekws vo L957, or at the time at which the Pan American sale 

as consumunated 4 

Mr. Saccto. No; [am not sure that we can 
that. 


cel facts or houres on 
Mr. Ritopes. You might, then, get some facts as to how the price 
was determined ? 


* Saccio. Yes. sir: [ shall try to do that. We were fairlv sure 


this would not be a and I am sure as to mv own think ing 
his at that time, that we were thinking quite a eood deal of 


RHODES, | Cah see a Con side Ts ible reluctance on the pat ot Mr. 
of his company’s money 1 


| ] 
1@ Tecora. } 





2124 
WepnNeEspAy, May 11. 1960. 
SPECIAL ASSISTANCE, FAR EAST 
WITNESSES 


LEONARD J. SACCIO, DEPUTY DIRECTOR, INTERNATIONAL COOPER- 
ATION ADMINISTRATION 

ALVIN ROSEMAN, REGIONAL DIRECTOR, OFFICE OF FAR EAST 
OPERATIONS 


Mr. Passman. Gentlemen, we shall go now to the item of the “Far 
East, special assistance,” and I believe we have Mr. Roseman with us 
again. 

Mr. Roseman. Yes, sir; I was here on technical cooperation before. 

Mr. Passman. Good evening, sir. 

Mr. Roseman. How are you, sir? 

Mr. Passman. Please sit down. 

Mr. Roseman. Thank you, sir. 

Mr. Passman. Mr. Saccio, would you like Mr. Roseman to sit over 
here’ I believe that you desired to have him respond on this; did 
you not, Mr. Saccio / 

Mr. Saccio. Yes, sir: very much so. 

Mr. Passman. For the “Far East, special assistance” the 1960 pro- 
gram is $4,850,000. What do you contemplate reducing that to for 
fiscal 1961 4 

Mr. Roseman. Well, sir, we have two countries. One is Burma—— 

Mr. PassmMan. Let us first get the overall picture if we might. Ac- 
cording to my records vou had in 1960 $4,850,000, What will that 
figure be reduced to in 1961 / 

Mr. Roseman. It will not be reduced, sir. 

Mr. Passman. There is an increase / 

Mr. Roseman. Yes, sir; it will be increased. 

Mr. Passman. To what amount ? 

Mr. Roseman. It will be increased from $4,850,000 in 1960 to 
—— in 1961. 

Mr. Passman. Are those classified figures ? 

Mr. Saccro. The latter is, sir. 

Mr. Passman. We have to have something for the membership of 
the House of Representatives. I doubt if they are going to accept this 
just on faith. We say that he program for 1961 is — that of 
19602 Would it be classified as long as we are dealing with the 
region, and not dealing with individual countries ? 

Mr. Saccro. There are only two countries and it is fairly easy for 
anyone to make the necessary deductions to determine what they 
think we are going to ask for before the Congress. 

Mr. Passman. Well, I cannot retain all of this material in my own 
mind and I doubt if any of you can. Somebody may have given you 
the idea, and you accepted it on good faith, that if you classified a 
lot of this stuff which is not dealing with our security, by any stretch 
of the imagination, it would be impossible for the committee members 
to remember it and we would have to pass over the questions ? 
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Now, we are dealing with special assistance, and I do not think 
security is involved; however, if you insist it is classified, we shall 
go right along. 

. BurMA 


For Burma in 1960 you had $3.5 million, and it is difficult for me 
to see something like the figure for 1961 just passed off as classified. 
However, I have to go along with you, unless some day we can define 
whether it should or should not be, by legislation, changed to a logical 
and commonsense approach. 


ALLOCATIONS FOR 1960 


You requested last year, or justified for the committee, $1 million 
for Burma; did you not ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. How much did you allocate to Burma last year? 

Mr. Roseman. Actually, $3.5 million. This was for fiscal year 1960. 

Mr. Passman. Yes; 1960? 

Mr. Roseman. $3.5 million. 

Mr. Passa, \N. You requested $1 million but you wound up giving 
them $3.5 million ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. So, specifically for Burma, out of this appropriation 
you gave them $2.5 million more than you justified ? 

Mr. Roseman. More than we had pl: anned at the time we appeared 
before the committee, sir. 

Mr. Passman. More than you justified before the committee ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Because you made your pitch on $1 million and you 
gave them $3.5 million ? 

Mr. Roseman. Yes, sir. 

(Discussion off the record. ) 

Mr. Roseman. Sir, I want to put you completely into the picture on 
the Burma situation. 

Mr. PassmMan. You would like to do what ? 

Mr. Roseman. I would like to give you the full picture of the 
Burma situation with respect to this particular point. 

Mr. Passman. Please proceed. 

Mr. Roseman. In June of last year Ambassador McConaughy, U.S. 
Ambassador to Burma, returned to the United States with the con- 
Viction that it was extremely important for the foreign policy of 
the United States for us to take further steps to support and assist 
the Government of Burma. 

(Discussion off the record.) 

There were discussions in Washington within the executive branch, 
which reached the highest level. Although I was not here at the 
time, my understanding is that some of this was discussed with the 
Congress. I do not know whether it was discussed with this commit- 
tee or not. 

Mr. Passman. I doubt if it was discussed with this committee. 
You rarely discuss anything with this committee, other than what 
you have to say when you are here to get this money. 
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Mr. Roseman. You are adding the $3.5 million also? 

Mr. PassMAN. Yes. 

Mr. Roseman. Yes, sir. 

Mr. Passman. What do you have unliquidated to the credit of 
Burma, estimated, as of June 30? 

Mr. Roseman. As of June 30, 1959 ? 

Mr. Passman. No; 1960. 

Mr. Roseman. $22,955,000. 


—_ ad gt 


1961 PROGRAM 


Mr. Passman. Is the amount for 1961 the first payment to Burma 

fulfillment of an agreement to provide $30 million over a 4-year 
period ¢ 

Mr. Roseman. No, sir. 

Mr, Passman. This is the downpayment ? 

Mr. Rosraan. Well—which figure are you talking about—1961 ? 

Mr. Passman. The matter to which I referred earlier. 

Mr. Roseman. 1961? 

Mr. Passman. Yes, sir. It is not classified; is it? 

Mr. Roseman. It is classified, sir. 

Mr. Passman. Your justification states that the United States re- 
sponded by offering to contribute over a 4-year period, starting in 
fiscal year 1960, and subject thereafter to the availability of funds. 
up to $30 million to help defray the anticipated cost of these projects. 
Is that a fact? 

Mr. Roseman. Yes. However, some funds will be obligated in 1960 
toward this commitment. 

Mr. Passman. How much? 

Mr. Roseman. Probably $1 million. 

Mr. Passman. So it leaves $ $29 million deferred ? 

Mr. Roseman. Yes, sir. 

Mr. PassMan. When you put together and project these things, and 
add them up, it makes this year’s appropriation look like pin money. 


RUSSIAN-BUILT HOTEL 


Is this the country where the Russians built a hotel ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. And you had in our hearings that it was classified, 
and brought up a picture and the picture was marked classified. Are 
you familiar with that? 

Mr. Roseman. I was not here at that time. 

Mr. Passman. Have you heard about it, Mr. Saccio?/ 

Mr. Sacctio. No, sir. 

Mr. Passman. In the hearings there was the item of this big 
hotel which was stamped “classified.” 

Mr. Rnopes. Perhaps, Mr. Chairman, the Russians did not know 
they built. it. 

Mr. Passman. Maybe, the Russians did not know they built it, 
but if you look at that picture it will give you a needed lift. 

Mr. Roseman. I should say that there i is even a greater lift because 
that hotel is a flop. 


53909—60—pt. 2 





2128 





Mr. Passman. In hotel language they say a “flea house.” Is that 
what you mean / 

Mr. Roseman. No, sir; the Burmese do not think it will be satis- 
factory as a hotel and 1 understand they are going to use it as an 
office building. 

Mr. Passman. Off the record. 
(Discussion off the record.) 


ROAD CONSTRUCTION AGREEMENT 


Mr. Riopes. Mr. Chairman, I cannot help but wonder whether 
Kipling was a prophet when he was talking about that road from 
Rangoon to Mandalay. Now, we are going to build one, and the 
implication is it was not there at all when Kipling wrote about. it. 

Mr. Roseman. With reference to this road we have made a study 
which is now in the hands of the Burmese Government. We and 
the »y have not agreed vet on the building of a road. 

Mr. Passman. Are you asking for any money this year for that 
purpose ¢ 

Mr. Roseman. Yes, sir. 

Mr. Passman. Why do you not wait until you get an agreement? 
What if you decide not to build it? 

Mr. Roseman. Then, we will not use the money. 

Mr. Passman. Why are you asking for money 4 

Mr. Roseman. Because we are committed to build this road if 
the Burmese agree to the arrangements which we have suggested. 

Mr. Passman. What if we could not borrow the money to continue 
the program next year and provide only part of the $30 million? 
Where will you get the balance of it? 

Mr. Roseman. This would be an obligation of the United States. 

Mr. Passman. I like you better every time I meet you. It isa moral 
obligation to complete it, once we start it 7 

Mr. Roseman. Under these circumstances, because it is based on a 
determination by the President. 

Mr. Passman. A determination based upon political considerations! 

Mr. Roseman. Subject, of course, to appropriations. 

Mr. Passman. So is my payroll subject to appropriations. 

Mr. Gary. Where does the road run from ? 

Mr. Roseman. Rangoon to Mandalay. It would connect the two 
heavily populated centers of the country. 


PUBLIC LAW 480 LOCAL CURRENCIES 


Mr. Passman. In addition to the amount requested for special as- 
sistance, how much Public Law 480 local currency funds do you plan 
to give and/or Jend to Burma in fiscal 1961 ¢ 

Mr. Roseman. If we cone enn a sales agreement, sir, and we do not 

yet have one for this year —— in loeal currence y is expected to be 
available for loans and er ants in 1961. 

Mr. Passman. Do you anticipate great difficulty in being able to 
consummate that agreement, or does it look favorable ? 

Mr. Roseman. We have not yet completed the 1960 agreement. We 
think eventually the Burmese and we will get together on the sales 
agreement. 
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Mr. Passman. I hope not. 


IS- PROJECTS CONTINUING 
an 
As the two projects listed on page 221 were not justified to the Con- 
gress prior to this year, why do you designate them as continuing 
projects ? 
Mr. Roseman. Because money was spent, or obligated, for both of 
them in fiscal 1960. 
Mr. PassMan. You did not justify it before the Congress. 
- Mr. Roseman. These developments occurred between the time at 
he which the authorization committees considered this bill and the end of 
it | the fiscal year. 


a | Mr. Passman. And, it was ———— important to initiate these proj- 
“Y | ects in fiscal year 1960? 
| 








nd Mr. Roseman. It is my understanding that Assistant Secretary of 
_, } State Parsons discussed this matter with certain Members of the House 
at | and Senate committees late in June 1959 

Mr. Passman. I am afraid the gentleman from Louisiana was 
8 deprived of that privilege of discussing this, but let that be as it may. 
" You did not justify these projects before the Congress last year? 

Mr. Roseman. These projects were not in existence at the time we 

| presented the program, but the political developments 
2 | Mr. Passman. I know that; but these projects were not justified 
, before the Congress, yet you made an expenditure or obligation on 
them ? 
2 Mr. Roseman. Yes, sir. 
COST OF TECHNICIANS 

‘al Mr. PassmAN. Would you comment on the cost of 12 technicians for 


$290,000, at an average of $24,166 each ? 

@ \} Mr. Roseman. Yes, sir. Burma is one of the countries in which we 
have to pay for everything. There is no counterpart in Burma. 
Therefore, even at average annual salaries of something between 
$10,000 and $15,000 for these technicians, when you add the cost of 
transportation, the allowances and the cost of their housing, all of 
which we have to pay for in this case because there is no counterpart, 
vO the cost runs an average of almost $25,000. 
} Mr. Passman. There are 12 technicians? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Are they quite similar to the technicians in the bi- 

lateral, technical aid and the U.N. technical aid programs which we 


\S- discussed earlier ? 

an Mr. Roseman. Yes, sir. 

2 Mr. Passman. But, these are being paid for out of special assist- 
ance ? 

be Mr. Roseman. These are being paid for out of special assistance ; 
yes, sir: because we have no technical cooperation program in Burma. 

to | Mr. Passman. Could not you let them alone, out of the TA pro- 

_ | gram? 

- : Mr. Roseman. Not without negotiating an agreement with the Bur- 


mese for a technical cooperation program. It is our feeling that it 
would be better for the United States not to enter into a broad pro- 
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grams on particular projects. 

Mr. PassmMAn. This is rather broad; is it not / 

Mr. Roseman. No, sir. There is no program in the field of healt] 
no general program in the field of education; there is no general 
eram in the field of agriculture. We have loans which the Burmes 
are using for these purposes, but our feeling to date is that we ought 
to pinpoint the ICA program and be quite specific and not set up; 
full-scale mission which might get into various other operations, 


ICA REPRESENTATIVE IN BURMA 


Mr. Passman. You have a representative out there; and when | 
was there about 3 years ago I went to his nice little air-conditioned 
cottage, and it was one of the most comfortable visits I ever had i 
any foreign country. There was beautiful scenery, good food ay 
comfortable air conditioning. When did you send him out? 

Mr. Roseman. Well, sir, you will have to ask the State Department 
about that. 

Mr. Passman. But he was there. 

Mr. Roseman. I am sure we had an Ambassador there. 

Mr. Passman. I am not talking about an Ambasador. I am talk 
ing about the technical aid, mutual assistance people. 

Mr. Roseman. We have an ICA representative there. I am sorry, 
sir. 

Mr. Passman. Does he still have that nice little home out there! 

Mr. Roseman. Yes, sir: he still has that home. 

Mr. Passman. Is it still air conditioned ? 

Mr. Roseman. I am sure it is. 

Mr. PassMan. Do you have a need for a TA program as long a 
you have the ICA man there ? 


jobs. 
Mr. Passman. Two jobs? 
Mr. Roseman. Yes,sir. One is the loan program. 
Mr. Passman. When did you enter into the loan program ? 
Mr. Roseman. In 1957. 
Mr. Passman. What other items does he supervise ? 


Mr. Roseman. He has supervision of the special assistance projects, | 


these two major special assistance projects. 

Mr. Passman. The technical aid is getting scattered in every ap- 
propriation. It may come up in the Post Office and Treasury appro 
priation bill. We have to wateh it. T am just wondering if you 
could keep these technicians under the TA, because TA is growing 
just about as fast as a cabbage in Alaska in the summertime ? 


Mr, Roseman. With all respect, sir, we do not intend to have! 


technical assistance program in this country. 

Mr. Passman. Well, you do have, with these technicians. 

Mr. Roseman. They will not serve the Burmese Government. The} 
are providing technic: al advisory services to the ICA represent: ative ol 
the projects and followup on progress. There is a $35 million loa 


Mr. Roseman. He is there specifically for the supervision of two} 
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gram of technical cooperation with Burma, but to pinpoint our pro-fison t! 
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rogram and these people are there to follow up on that loan as well 
son the new special assistance projects. 
(Discussion off the record. ) 


COOLEY LOANS 


Mr. Passman. I note that the Burmese Constitution requires Par- 
amentary ratification of loan agreements, and that the Burmese 
Government is rather reluctant to make use of U.S. local currency 
pans. Would you comment on that! 

Mr. Roseman. Well, this is primarily the question of the Cooley 
oans, and this is one of our difficulties. 

Mr. PassMan. Cooley loans? 

Mr. Roseman. Yes, sir; under Public Law 480 there is what is 
known as the Cooley amendment which requires 25 percent of all the 
cal currency to be utilized for loans to American business. The 
Burmese Government. has not been agreeable to that. This is one of 
our difficulties in getting Public Law 480 loan agreements with 
Burma. 

Mr. Passman. I hope you continue experiencing that difficulty. 
Are there any questions on Burma ? 

Mr. Ruopes. Off the record. 

(Discussion off the record.) 


INDONESIA 


Mr. Passman. Next we come to Indonesia, where in 1960 you had 
$1,350,000. Are you asking for a reduction in the special assistance 
for Indonesia for fiscal 1961? 

Mr. Roseman. We are not, sir. We are asking for an increase. 

Mr. Passman. Why is an increase of that amount necessary for 
this country, especially in view of your statement on page 227, that 
the ICA programs are restricted to the minimum required to demon- 
strate U.S. interest in Indonesia’s problems? 

Did you have any success in that demonstration with $1,350,000 
last year out of special assistance ? 

Mr. Roseman. Yes, sir; we hod a very definite success and some of 
that success, I think, is paying off in many ways. 

Mr. Passman. But it is to demonstrate U.S. interest in their prob- 
lems that you are asking for this appropriation ? 

Mr. Roseman. To demonstrate U.S. interest in their problems and 
tohelp them solve those problems. 

Mr. Passman. It says it will be used to demonstrate U.S. interest 
and concern for their economic problems. 

Mr. Roseman. Sir, it does not do the United States very much good 
merely to worry about a country’s problems. What a country is 
interested in is progress and the demonstration of our willingness to 
help them with it. 

Mr. PassmaAn. This is being used to demonstrate to them our in- 
terest in them ? 

Mr. Rosrman. Yes, sir; exactly, sir. 
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CONTRACT TECHNICIANS 


Mr. Passman. Why are you contracting this work, rather tha 
using U.S. technicians ? 

Mr. Roseman. We find that in Indonesia particularly, sir, the con. 
tract device has been extremely successful and is well liked by th 
Indonesians. 

Mr. Passman. Do you use Americans? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Do you think they will like the ones under contrac 
any better than the ones under direct hire ? 

Mr. Roseman. If I may take a moment to explain, sir 

Mr. Passman. They are all Americans? 

Mr. Roseman. Yes, sir. 

Mr. Passman. How would they know whether they are under con. 
tract, or paid out of direct appropriations ? 

Mr. Roseman. The Indonesians know very well, sir. 

Mr. Passman. They would prefer that the ICA, rather than to have 
direct paid technicians, contract with some firm in America to send 
technicians out there? 

Mr. Roseman. The Indonesians certainly would prefer to hay 
American university technicians in Indonesia. 

Mr. Passman. Should we not make that decision ? 

Mr. Roseman. We think that the university relationship in Indo 
nesia is very successful and in certain instances preferable to direct 
hire technicians. 

Mr. Passman. But, they would accomplish the same purpose ata 
lower price. Do you not think that a member of ICA could render 
just as valuable service in this field ? 

Mr. Roseman. I am afraid I cannot agree. When we contrac 
with a university, we are engaging an institution. We are hiring a 
institution like the University of California Medical School to set uy 
a medical school there. 

Mr. Passman. Do you have any contract with Oregon Stat 
College ? 

Mr. Roseman. Not in Indonesia. 

Mr. Passman. You have at some other place. 

Mr. Roseman. In Thailand we have a contract with Oregon Stats 
College. 

Mr. Passman. Do you think these contracts you have are working | 
any better in these sections than they are in Thailand? 

Mr. Roseman. Sir, none of these are perfect. 

Mr, Passman. I do not say they are perfect; but do you think they | 
are wor king any better ? 

Mr. Roseman. I think in Indonesia the contracts have been ex- 
tremely successful. 

Mr. Passman. It is costing more by using them, rather than using 
direct hire. 

Mr. Roseman. We could not obtain that type of service through 
direct hire. We could not send technicians in to build up a medical 
school, which we have done successfully in Indonesia. 

Mr. Passman. How many technicians do you have ? 
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Mr. Roseman. Under special assistance there are now five, sir. Of 
course, you understand there are many dual-funded projects which 
include special assistance. 

Mr. Passman. Do you have medical professors teaching out there? 

Mr. Roseman. Yes, sir; under our technical cooperation program. 

Mr. PassMan. How about under special assistance / 

Mr. Roseman. There are no doctors, sir. 

Mr. Passman. But you do have contract technicians? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Are any of them doctors ? 

Mr. Roseman. Not under the special assistance program, but there 
are a few under the technical cooperation program. 

Mr. Passman. Let me have a list of those. I want to know in what 
capacity they are serving. 

Mr. Saccro. I might say, Mr. Chairman, one of the people whom we 
have had in Indonesia was Dr. Allen of the University of California, 
who has done such a good job in this area we made him director of 
our mission in Indonesia. He is an extremely capable person and he 
has done an extremely good job in setting up a system of medical 
education. 

Mr. Passman. When you get through with him, please send him 
back over here so we can set up some in this country. We have a 

shortage of doctors, as you well know, and we even have a shortage 
of medical schools in which to train them. 


(Note: Additional information may be found in the appendix, 
p. 508. ) 


MEDICAL EDUCATION DEVELOPMENT PROJECT 


Mr. Roseman. Under the medical education development project 
we have a contract with the University of California for which we 
are not asking special assistance funding in 1961. So, it does not 
show on your special assistance list, but it does appear on your 
technical cooperation list. 

In 1960 we are also providing some technical assistance but no 
special assistance for this project. There will be 11 technical person- 
nel under this project. 

Mr. Passman. Out of special assistance ? 

Mr. Roseman. No; under technical cooperation, sir. 

Mr. Passman. Let us stay on special assistance. 

Mr. Rosrman. Yes, sir. 

Mr. Passman. Mr. Rhodes, do you have any questions on Indonesia? 


LABOR LEADERSHIP TRAINING PROGRAM 


Mr. Ruopes. I wanted to ask about our old friend, labor leadership 
training. How many do you have in that program ? 

Mr. Roseman. There will be t wo technicians, sir. 

Mr. Ruoprs. Two technicians ? 

Mr. Roseman. Yes, sir; and 19 participants. 

Mr. Ruopes. Will they come tothe United States ? 

Mr. Roseman. Yes, sir. There may be some who go to the Philip- 
pines or to Japan en route and so forth. 

Mr. Ruoprs. And they will be trained in the usual way by being 
exposed to the methods of unions in the United States? 
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Mr. Roseman. Yes, sir. This is one of the most important uses for 
technical cooperation in Indonesia because of the very heavy Com- 
munist membership in the labor movement. 

Mr. Riroprs. Of course you are careful in selecting the trainees to 
make sure that they are not indoctrinated Communists ? 

Mr. Roseman. Otf the record. 

( Discussion off the record. ) 

Mr. Riuopes. With reference to improvement of marketing facili- 
ties and operations, what do we do under that? 


RAILWAY MAINTENANCE 


Mr. Roseman. Indonesia’s transportation facilities have deterior- 
ated seriously since the Dutch technicians left. 

Mr. Ruopes. i at are you going to do 

Mr. Roseman. Under this project we will assist the Indonesians with 
technical advice, particularly to help improve maintenance of the In- 
donesian railways. The railways suffered damage during the Second 
World War, of course, and in the civil war again, and now the Indo- 
nesians have a very limited maintenance capability. 

Mr. Ruopes. If this is advice, why is it not under technical coop- 
eration / 

Mr. Roseman. It is a dual-funded project. 

Mr. Ritopes. You are buying some equipment, then / 

Mr. Roseman. I believe we are buyi ing some equipment, sil 

Mr. Ruopes. What are you buy ing? 

Mr. Roseman. I am sorry, sir. I spoke in error. There is no 
equipment. This is an engineering contract under which the United 
States is providing a substantial number of specialized technicians, 
on a relatively short-term basis, to develop plans and procedures for 
improving maintenance on the Indonesian railways. 

Mr. Passman. Would the gentleman yield to me briefly ? 

Mr. Ruopes. Yes, sir. 

Mr. Passman. Is Sukarno still President of Indonesia ? 

Mr. Roseman. Yes, sir. 

Mr. Passman. Here is what he said recently, and Iam reading from 
& hewspaper report 

Indonesian President Sukarno addressed an hysterical national peace con- 
ference in Djakarta a week ago and told a cheering multitude “I was awarded 
the highest Soviet medal, the Order of Lenin. Thus I am a Communist of the 
highest rank.” 

Mr. Roseman. Sir, Indonesia has nearly 90 million people 

Mr. Passman. The newspaper was quoting the President. 


GROUND RULES FOR USE OF TECHNICAL COOPERATION AND SPECIAL 
ASSISTANCE FUNDS 


Mr. Ruopes. I am a little confused as to why the first part of this 
is under technical cooperation and then you suddenly shift to special 
assistance. One involves a survey and the other is advice. 

Under what set of ground rules do you make such a switch as that! 

Mr. Roseman. Conceivably, the engineering contract could have 
been funded under technical cooperation. However, because the de- 
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parture of the Dutch created a need for intensive technical support 
and because the engineering contract was conceived as an impact 
project of limited duration, we handled this as a special activity and 
it Was put under special assistance. 

Mr. Riuoprs. And, you do not go through the mental process of 
saying, “Well, maybe we were eetting a little too much in technical 
cooperation and we will shift this one over to special assistance so 
it will not look like somuch?” You would not do that 4 

Mr. Roseman. No, sir. I think there is a distinction between a 
long-term project under technical cooperation and a specific impact 
project like this one. 

Mr. Rnopes. Well, can you show me anywhere in the law that makes 
that differentiation or in your ground rules whereby you can do that? 
[ would be happy to have the information. 

What are you doing about air transportation, operations, and 
maintenance ¢ 

AIRLINE MAINTENANCE 


Mr. Roseman. That project stems, first, from the fact that the 
ae ans bought a number of Electra planes which were financed 
by the Export-Import Bank and, second, because the Garuda Airline, 
which is the Indonesian airline, has not been able to keep up its main- 
tenance and air training facilities since the Dutch technicians with- 
drew. We have had a survey and report made by two very able 
specialists to determine Indonesian requirements in this field. 

This special assistance project involves, in the first year, 14 man- 
years of U.S. technical advisory services and the installation of 
YOR and ILS system, as well as some participant training. This 
project. will go on for 2 or 3 years, sir. 

Mr. Ruopes. That is all. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 

Mr. Passman. Do you have any military assistance at all to 
Indonesia ? 

Mr. Roseman. Yes, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. What is this item “Public administration” ? 

Mr.Roseman. Primarily the Indonesian police, sir. They are the 
civil police of Indonesia. 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Mr. Gary. That is all, Mr. Chairman. 

Mr. Saccio. Before we leave Indonesia I think perhaps either Mr. 
Roseman or I should comment on what we think we know regarding 
Mr. Khrushchev’s last visit es 

Mr. Passman. I read part of it. If you want to open it up I will 
read the rest of it. 

Go ahead. 

Mr. Saccto. Off the record. 

(Discussion off the record.) 

Mr. Passman. If a man makes that kind of statement, if I made 
that down in the fifth district at election time, I would have a hard 
time making believe I was just joking. 
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Wepnespay, May 11, 1960, 
SPECIAL ASSISTANCE, LATIN AMERICA 
WITNESSES 


LEONARD J. SACCIO, DEPUTY DIRECTOR, INTERNATIONAL COOPER- 
ATION ADMINISTRATION 

JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING 

ROLLIN S. ATWOOD, REGIONAL DIRECTOR, OFFICE OF LATIN 
AMERICAN OPERATIONS 

ALEX MOORE, JR., ASSISTANT CHIEF (PLANNING), LATIN AMERI- 
CAN OPERATIONS PROGRAM STAFF 


Mr. Passman. Gentlemen, we have had quite a session on special 
assistance. If we should go into all the details necessary so as to 
indicate savings that could be effected it would have required 2 to 3 
weeks. 

As that time is not available, 1 might ask Mr. Saccio, since we are 
moving into Latin America, if he would say that special assistance for 
this section—the objectives, and the types of programs, and the sue- 
cess of them—are just about the same as for the other countries dis- 
cussed earlier / 

Mr. Saccio. Certainly the purposes and the objectives of special 
assistance are the same in effect. 

Mr. Passman. Would you say that the percentage of success, the 
good and bad, if you concede there is any bad, would be just about the 
sume as those we have covered today ? 

Mr. Saccio. Yes, | would Say that. 

Mr. Passman. That bemg true, we shall proceed in a rather 
abbreviated manner, 

For fiscal 1960, in special assistance only, for Latin America you 
had S24.800.000, 

You have a program this year on special assistance for Bolivia, 
one for Brazil, one for Guatemala, one for Haiti, one for Paraguay, 
one for the West Indies. 

Mr. Saccio. That is right, sir. 

Mr. Passman. I understand it has been determined that special 
assistance should be withdrawn gradually over a period of years 
from Bolivia. 

( Discussion off the record.) 

Mr. Arwoop. The decrease in 1960 has been due to a pipeline situa- 
tion which the new Director we had down there shifted around in 
the progran, and therefore the figure for 1960 is below the fieure we 
estimated tothe Congress when we came up in 1960, 

Mr. Passman. You mean then that you will withdraw gradually 
in from — years ? 

Mr. Arwoop. Yes. 

Mr. Passman. Just because you did not get everything you asked 
for last year do you think that is sufficient justification for - 
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Mr. Arwoop. We had what we asked for but we did not use all of 
t because we had money from the previous year. The figure for 


(961 is the closest estimate we can make. 


iscal 1961. 





Mr. Passman. At least it is — 


The ———— program will cost ———— million. What is the down- 
payment on that 
Mr. Arwoop. ——— for 1961. That is the public safety program 


for Brazil. 


CONFERENCE HALL IN ECUADOR 


Mr. Passman. What is the status of the $2,300,000 conference hall 
ipproved in 1958 for Ecuador ¢ 

Mr. Arwoop. Work is nearing completion on that. 

Mr. Passman. Do you believe you will complete the project with 
the amount originally requested 7 

Mr. Arwoop. Yes, sir. 

Mr. Passman. What is the unobligated balance at this time? 

Mr. Arwoop. The unobligated on the $2.3 million loan? 

Mr. Passman. Repayable in local currency ¢ 

Mr. Arwoop. Yes, sir. 

Mr. Passman. What is the unliquidated balance as of the last date 
wailable ? 

Mr. Arwoop. I think I would rather supply that, Mr. Chairman. 
The work is nearing completion. 

(The information follows. ) 


UNLIQUIDATED BALANCE OF FISCAL YEAR 1958 SPECIAL ASSISTANCE LOAN TO 
ECUADOR FOR FACILITIES FOR ELEVENTH INTER-AMERICAN CONFERENCE 


fhis loan amounted to $2.3 million. The unliquidated balance totaled $483,000 
isof March 31, 1960. 

Mr. Passman. When do you anticipate the hall will be completed ? 
Mr. Avrwoop. The conference is now scheduled for Januar y of 1961, 
ud we certainly expect to be completed before then. It should be 

omple ted ear ly this fall. 

Mr. Passman. How much has been obligated to date in United 
Mates-owned local currency, and how much is programed for fiscal 
N61? [refer now to Ecuador. 

Mr. Arwoop. The answer is no MSP United States-owned local 
wrency, sir. 

Mr. Grant. There was no MSP United States owned. There was 
Public Law 480 United States owned, of which as of June 30, 1959, 
%),150,000 was obligated, and it is proposed to obligate an additional 
%1,500,000 in fiscal year 1960. 


PUBLIC SAFETY PROJECTS IN GUATEMALA 


Mr. Passman. Dealing briefly with Guatemala now, why are these 
public safety projects funds being requested under special assistance, 
as the money will be used to defray the cost of U.S. technical advisors 
ind for specialized training of high-ranking officials ? 
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Mr. Arwoop. The basic reason for putting the public safety pro. 
grams there is because of the equipment items which are involved 
which do not come under technical cooperation. 

Mr. Passman. Why did you not handle it under your regular T.A,! 

Mr. Arwoop. Because of the need for equipment items. 

Mr. Passman. What percentage of the total would be for equip. 
ment items ¢ 

Mr. Grant. There has been $441,000 of commodities in this project, 

Mr. Passman. Out of how much? 

Mr. Grant. Out of a total of $751,000 through fiscal year 1960, 

Mr. Passman. You have a different picture for fiscal 1961, do you 
not? Turn to page 277, which is classified. 

Mr. Grant. Yes, sir. As Mr. Atwood testified, this is the tail 
end of a project of which commodities were the principal cost factor. 

Mr. Passman. I would like to apply that tail end definition to many 
of these projects. 


NONREGIONAL SPECIAL ASSISTANCE 
WITNESSES 


LEONARD J. SACCIO, DEPUTY DIRECTOR, INTERNATIONAL COOPER: 
ATION ADMINISTRATION 

JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN: 
NING 

JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE 
CONTROLLER 

DR. EUGENE P. CAMPBELL, DIRECTOR, OFFICE OF PUBLIC HEALTH 


Mr. Passman. We have the nonregional programs next, aid to 
American schools abroad. Isthat a classified item ¢ 

Mr. Saccio. It is not. 

Mr. Passman. In 1961 you ask for $2,500,000. 


Aip To AMERICAN ScHoots ABROAD 


Please supply for the record the amount of funds allocated to each | 
school from the fiscal year 1960 Special Assistance Appropriation. 
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(The information requested follows 





pro: 
rl ved Aid to American schools abroad, fiscal year 1960 


‘ 
A? Amount | Amount 























School Type Purpose of request of request} of allo- 
cation 
julp- - a 
i n School, San Jose, | Elementary and second- | New wing of 8 classrooms $32, 500 $32, 500 
e ( LICa, | ary. 
JECT, g merican School, do - ‘ Repairs and _  improve- 51, 500 30, 000 
: Oruro, Bolivia. ments, and equipment. 
la Americana and do Sih Additional construction, 130, 000 150, 000 
American High hool, purchase of equipment, 
: San Salvador } Sal ind purchase of site at 
Vou vador present under lease. 
™ ni School, Port-au- Elementary and second Additional construction 60,000 60, 000 
Prince, Haiti ary, through 9th grade ind equipment. 
tail imerican School, reguci Elementary and second Construction of new plant 100, 000 100, 000 
f , Hionduras. ry. 
wv. imerican School, Asun- 10. . Construction of additional 267, 000 133, 500 
on, Paraguay facilities 
WNY | American Community do To offset effect excha 100, 000 = “i 
P s 1, Buer Aires, fluctuations on previ 2 
4 ntir building estimates for " 
new plant. 3 
t als 
Karl D. Parrish School, | Through 9th grace \ 7 
Barranquila, Colom | 
Nueva Granada l, lo | . 
Bogot ( lombia 
PER- Colegio Bolivar ili, | Through 10th grade )Purchase of science labora 50, OO 
Colombia tory equipment 
Jorge Washington, Car Through Sth grade | , 
tagena, Colombia * 
uAN- Columbus School, Me do | « 
lillin, Colombia 
American Central School, | Elementaryandsecondary | Construction repairs, and 24, 500 
THE Isle of Pines, Cuba equipment 
( \iorgan School, Ciu- d Equipment, repairs, 10 65, 000 
lo, Dominican scholarships 
LTH Ame n School, Guate do Construction of auditor 200, 000 |. 
ila City, Guatemala ium-cafeteria, buildings 
] to for research and admin 
istration. 
I City College, Mex- | Commercial and technical | Purchaseofscientificequip 30,000 |. 
City, Mexico school. ment. 
Ame 1 School, Tangier, | Elementary andsecondary Addition to building fund 200, 00 a ‘ 
Mor , 
school, Addis Ababa, do Organization of new 350, 000 |....-- “ 
I Be scho ] 
me i Farm School, | Secondary Purchase of equipment 40, 000 20, 000 
sailor (r;reece e 
Anatolia College, Salonika, | Junior college Renovation of dormitory 30, 000 15, 000 . 
Ureece ind purchase of equip- ba 
each . ment. 
Athens College, Athens, do. ’ 7 Purchase of equipment-- 40, 000 | 20, 000 a 
Grreece 4 
erican University of | Higher education. ...-| Construction, renovation, |3, 925,065 | 2,075,000 
Beirut, Beirut, Lebanon ind purchase of equip- 
ment; campus develop- 
} ment planning; plan- 
ning and architectural 
fees for project for medi 
cal center 
ternational College, Bei- | Elementary and second- | Preparation of new site 760, 000 714, 000 
rut, Lebanon ary. 
R ibn t College, Istanbul, | Higher education__- Purchase of equipment 500, 000 500, 000 
LurKey 
American School, Singa- | Elementary and second- | New school facilities to re 150, 000 150, 000 
pore, Malaya ary. place present  inade- 


quate quarters 
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Mr. Passman. Did they receive any other U.S.-owned funds? 


Mr. Saccio. There would be other funds. 
Mr. Passman. Insert it in the record when you get the amount. 
(The information requested follows :) 


Assistance to American-sponsored schools under International Educational Exchany 
Department of State 


Country and city 


Costa Rica: San Jose 
Bolivia: Oruro 


El Salvador 


San Salvador 


Haiti: Port-au-Prince 
Honduras: Tegucigalpa 
Paraguay: Asuncion 
Argentina: Buenos Aires 


Colombia 
Baranquilla 


Bogota 


Cali 
Cartagena 


Mede 
Cuba 


‘llin 
Isle of Pines 


Dominican Republic: Ciu- | 
dad Trujillo | 
Guatemala: Guatemala 
City. | 
Greece | 
NNR vin ares caine 


ee i 
Se ere 
Turkey: Istanbul_.-......__| 


Mr. Passman. [low do you propose to allocate the request for $2) 


million in 1961 7 


Mr. Saccro. American 
College, Istanbul, $450,000. 


Public Law 402 ap- 
propriate i 


Name of school 


Peacher 


salaries 


Lincoln School 

Anglo-American 
School 

American School 
primary and high 
school). 

Union School 

American School 

American School of 
Asuncion. 

American Commu 
nity School 


Karl C. Parrish 
School, 

Colegio Nueva 
Granada 

Co.egio Bolivar 

Jorge Washington 
School. 

Columbus Schoo! 

American Central 
School 


Carol Morgan School 


American School 


$9, 000 
14, 500 
&, 500 
4,000 
5, 5OO 
3, OOO 
5, 000 
8, 750 
8, 750 
4, 75 
5. O00 
9, 500 


American Farm Schoo].!____._- 


|} Anatolia College 


Athens College 
Robert College_- 


that $4,275,000 was used. 
Would you reconcile these two figures? 


Mr. Mosster. This was a Section 501 transfer from technical co- 
operation over to special assistance for the American University at 


Beirut. 


Mr. Passman. You transferred how much over to special assist- 


ance / 


Mr. Mosster. $1,275,000. 


Mr. Passman. Health programs are next. 


500.000. 


University of 


Public Law 480 foreign 
lollars currency 
Educa Construc- 
tional Teacher tion and | Schola 
mate- salaries equip- ships 
rials ment 
$500 
1, OOO 
1, OOO 
1. 000 
1, 000 | 
1, 000 
250 
seas .-. $163, 042 $42, 14 
ceauii - --| 175, 583 42, 14 
meine areets nn 87, 792 117, 34 
ae $233, 333 | 468, 565 


‘ seirut, $2 million, Robert 
American College of Cairo, $50,000. 
Mr. Passman. Last year you testified that $3 million was set askle 


for this purpose. The table on page 327 of the justification indicates 


— 


In 1960 you had $33, 
This year you ask for $40,600,000, an increase of $6,500,000. 
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MALARIA ERADICATION PROGRAM 


I thought the malaria program was going along to the point that 
the money request would be reduced. What amount did you have 
for 1959 ¢ 

Mr. Saccro. $25,580,000 for malaria eradication. 

Mr. Passman. You have a request of $38 million, an increase of $6 
million, and $11 million above 1959. 

I understood we were told that this program was meeting with 
substantial success, and it would start back the other way. 

It seems it is going up, rather than down. 

Mr. Saccio. The figures for 1962 will be $24,835,000 according to 
our present calculations, which will make a total for the 5-year 
program which we presented to Congress in 1957 of about $148 mil- 
lion of foreign exchange for the program. 

Mr. Passman. What is the amount of unliquidated funds as of 
June 30, this year ? 

Mr. Saccro. $10 million for the total of the health programs. 

Mr. Passman. Can you break down the chemical and insecticide 
costs and personnel costs ? 

Mr. Saccto. Yes. 

Mr. Passman. Will you let these contracts on a low bid basis? 

Mr. re I am sure rules of the ICA are followed in that con- 
nection. GSA often is the purchasing agent. 

Mr. Gary. Have you finished the health program ? 

Mr. Passman. Not yet, Mr. Gary. 


JUSTIFICATION MATERIAL 


Insert pages 331, 333, and 336 and 337 in the record, 
(The pages referred to follow :) 


PROGRAM SUMMARY 


The United States is participating in a worldwide coordinated program to 
eradicate malaria. The present effort is being carried out by 95 countries or 
other political units in which malaria exists, assisted by the World Health 
Organization (WHO), the Pan American Health Organization (PAHO), the 
United Nations Children’s Fund (UNICEF), and the International Cooperation 
Administration (ICA) of the United States. 

Initially U.S. support was programed for a 5-year period, fiscal year 1958 
through fiscal year 1962. During fiscal year 1960, assistance is being provided 
to eradication projects in 25 countries directly through ICA bilateral agreements 
and in some 70 additional countries or other political units indirectly through 
contributions to the special malaria eradication accounts of WHO and PAHO, 
and through the regular U.S. contribution to UNICEF. 

An assessment of the total effort is now being made by a panel of American 
technical experts in malariology. After consideration of the report of the 
panel, the executive branch will make recommendations concerning the nature 
and extent of future U.S. participation in the worldwide program to eradicate 
malaria. 

Funding levels for fiscal years 1959, 1960, and 1961 are shown in the program 
Summary table. The United States should continue substantial support to this 
program during fiscal year 1961. 
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PROGRESS TO DATE 





In 1950 malaria was prevalent in regions in which 1.2 billion people are esti- 
mated to reside. Worldwide malaria control and eradication efforts up to the 
present time have succeeded in eradicating the disease from 19 political units 
and from parts of 17 others. In these areas 257.8 million people are estimated 
to reside (table 1, column 3). An estimated 66 million others (table 1, column 
$) no longer fear infection because the disease is no longer transmitted in their 
areas, but the 8 years of surveillance which must be carried out before eradiea- 
tion can be officially claimed has not yet been completed. 

Antimalaria operations are actively protecting an additional 504.9 million 
persons from malaria. Planning or actual field preparations for malaria eradi- 
eation is underway in areas in which reside 167.2 million persons still exposed 
to the disease. 

Program summary 


[Dollars in thousands] 


Fiscal year 1959 wa $25, 580 
Estimate, fiscal year 1960____- pi pidtmcmmbueobiese cd aes 32, 000 
IRI TI i oe a sala a tne een cawn 38, 000 


Detail of program (dollars in thousands) 


Actual, fiscal] Estimated, | Proposed, 


vear 1959 fiscal year fiscal year 
196 1961 
Bilatera] programs 
Far East 4,438 4, SS4 10 
Near East and south Asia 11,011 15, 682 14, 257 
Africa 347 $54 5 
Latin America 4, 253 5, SSO) 7, 235 
Interregional and techr 1: Backstopping 17¢ 410 435 
Subtotal 20. 205 27, 000 32, 9 
Contributions to mutlilateral organizations 
World Health Organizations (WHO 3, 000 3, OO 4, 0 
Pan American Health Organization (PAHO 3. 900 2. 000 1,5 
Total malaria program 26, 205 32, 000 38, 00 
Source of financing 
Special] assistance 25, 580 32, OOF 38 
Other 5 
Total pide 26, 205 32, 000 38, 00 





1 Represents malaria eradication activity included in individual country aid programs. 


Dollars in thousands 


Economic assistance, fiscal year aoe Oe oS a — = 


| Obligations |Expenditures} Unliquidated 


aS . | - . = | — 





Actual fiscal year 1959 _ _-...........-... coh iehcebinnite | 25, 580 22, 763 alec anaes 
Cumulative June 30, 1959__-.._-.---- ae - 48, 053 39, 163 8, 89 
Estimate fiscal year 1960_......--.----- ain eo | 32, 000 Bt; 000 4....nnecnesenele 
SEU? SEND OE SIND cia se cin necked b Ghace ees bldmaeement A 80, 053 70, 163 | 9, 8& 
en CENCE SOR SND ion unnnnkhnsmtonibebdebveneckens 38, 000 BO, 190 Crccaccesnmannt 


During 1957, the United States was supporting bilaterally malaria control 
operations in parts of 17 countries at an annual cost of $12 million. These 
operations reduced the transmission of the disease in areas containing a popu 
lation of 214.1 million. Reorientation of these control projects to eradicate 
the disease began in the spring and summer of 1958 with the assistance of the 
ICA malaria eradication program. By the end of 1959, bilateral support was 
being given to malaria eradication projects in 25 countries. In these coun: 
tries, 412.8 million persons were being protected against malaria (table 2, 
columns 3, 4 and 5). Of these, 14 million reside in areas from which the dis- 
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ease has been eradicated and 27.3 million more live in areas where spray opera- 
tions have been discontinued because transmission of the disease has _ beel 
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stopped. Three hundred seventy-one and a half million persons are being pro- 
tected from infection by active spray operations. 

Some specific successes of the program are of particular interest. Recent 
reports from Taiwan indicate that there is no longer evidence of malaria trans- 
mission and only occasional relapses of previous infections are still encountered. 
No new case of malaria was discovered during 1959. It appears that Taiwan 
will be the first country in the Far East to complete eradication of the disease. 

All of the 390 million persons who live in malarious areas of India will be 
protected during 1960 by spray or surveillance operations. Spraying has been 
discontinued already due to absence of malaria transmission in areas in which 
reside 1.5 million people. According to Indian malariologists, epidemiological 
evidence indicates that spray operations can be discontinued during 1961 in 
additional areas containing a population of 50 million. 

Complete epidemiological data are not yet available to evaluate the degree 
of achievement in all countries although local successes are evident. Many 
people are moving into previously known malarious localities soon after spray 
operations lift the threat of infection. 


ASSESSMENT OF PROBLEMS 


A malaria eradication campaign consisting of a year of preparation, 3 or 4 
years of spraying all houses in malarious areas with insecticide, and 3 years 
of epidemiological surveillance which is usually sufficient for eradication of the 
disease from any specific area. Successes described earlier attest to the va- 
lidity of this concept. Considering all technical problems, there is no reason 
to question that malaria eradication can be completed. However, certain 
problems have been encountered which tend to delay the development of the 
campaign in some countries. 

In some underdeveloped countries, one year of preparation is not sufficient to 
enable the development of the military-type campaign which is necessary for 
rapid and orderly eradication of malaria. To set up the necessary local admin- 
istrative organizaton, to recruit and train sufficient reliable personnel requires 
more time. 

In some countries, such as India, Indonesia and Brazil, the sheer magnitude 
of the operation makes it mandatory to proceed by stages, progressively covering 
the malarious areas. Although this approach extends the total period of opera- 
tions and the administrative costs, they can be transferred from areas where 
transmission has been curtailed to others where field operations are still under- 
way. Malaria eradication in India is a unique problem. It has been necessary 
to extend the program by stages so that all of the 390 million persons living in 
malarious areas will be completely protected for the first time in 1960. Ex- 
perience during the past 2 years has shown that personnel and commodity costs, 
Which were originally estimated on the basis of a number of years of experience 
in malaria control programs of Madras and Bombay States, are greater than 
calculated. Contributary factors to this increased cost are: the need to spray 
some areas of low malaria endemicity, more extensively and frequently than 
Was originally anticipated, the need to spray more wall surface per capita, 
difficult accessibility of some areas, a need for more thorough supervision of 
field operations, ete. The first two of these factors increase the imported com- 
modity needs considerably above the original ICA budget planning for this 
bilateral project. 

Original cost estimates of U.S. participation in the eradication program over 
a 5-year period were based on calculations which did not include Africa, the 
Amazon Valley, New Guinea, and other similar areas with problems of un- 
known magnitude. Now, malaria eradication operations are underway in sev- 
eral African countries, the Amazon Valley, and plans have been prepared for 
New Guinea. 

U.S. support was given to the World Malaria Eradication Program only 
after a careful study by the International Development Advisory Board in- 
dicated the feasibility and desirability of the undertaking. 

Considerable field experience now available from various countries which 
have undertaken the campaign makes it appropriate for an assessment at this 
time. A panel of 12 internationally known American technical experts in the 
field of malariology is now studying the nature and extent of the progress 
achieved to date, the nature and magnitude of the various technical and admin- 
istrative problems yet to be surmounted and will make the necessary estimates 
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to complete eradication of the disease. The panel will confine its deliberation 
to the technical and pertinent administrative aspects of the worldwide effort. 
The report of this panel will be available early in 1960. Meanwhile, the ICA, 
along with the WHO and PAHO, is bolstering technical advisory staffs in order 
to adequately cope with technical and administrative problems as they arise in 
the field. Research on new insecticides and drugs is being speeded up to meet 
problems of resistance to insecticides which have been encountered among 
anopheline mosquitoes in some areas. 


FUNDING REQUIREMENTS 


Funding of the malaria eradication program for fiscal years 1958 and 1959 
and estimated funding for fiscal years 1960-62 is shown in table 3. Govern- 
ments having malaria are paying approximately half of the total cost of the 
eradication of the disease from their countries. Other countries are participat- 
ing in the program through contributions to the budgets of UNICEF, WHO, 
PAHO, UNTA and to special malaria eradication accounts of WHO and PAHO. 

The program is well underway and there is every indication that the eradica- 
tion of malaria can be achieved within a reasonable period. The valuable im- 
pact of the program in promoting political stability and intercountry collabora- 
tion make it ideal for furthering U.S. objectives. 

It is proposed to provide a total of $38 million of special assistance funds to 
support bilateral and multilateral phases of malaria eradication during fiscal 
year 1961. 

To continue U.S. support to current bilateral malaria eradication programs 
during fiscal year 1961 will require $32.5 million. These funds will be utilized 
largely to provide insecticides, equipment, technical advisory services, and train- 
ing. 

The WHO and the PAHO play a key role in coordinating the efforts of all 
nations in the eradication of malaria. These organizations are dependent upon 
contributions to special malaria eradication funds for activities in this field. It 
is proposed that ICA continue to contribute to these special funds during fiscal 
year 1961 in the amounts of $4 million to the WHO and $1.5 million to the PAHO. 
Continual liaison is maintained with these multilateral agencies to insure that 
all efforts in the worldwide malaria eradication program are coordinated and 
to insure maximum utilization of all funds and personnel available. 
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n TaB.e 3.—/1CA program distribution by country or agency, fiscal years 1958-62 


{In thousands of dollars] 





? 

r = = . | ~ ~ = ea oe 
a | Actual, | Actual, Esti Pro Esti 

t fiscal fiscal mated, posed, mated, Total, 
‘ year 1958 | year 1959 fiscal fiscal fiscal 1958-62 
> 


year 1960 | year 1961 | year 1962 





Far East 4, 892 4,438 4, 884 10, O10 14,815 38, 949 
Cambodia 210 130 150 150 1FO 790 
) Indonesia_- 2, 860 3, 210 3,177 8, 000 12, 500 29, 747 
. Laos 252 120 213 240 220) 1, 045 
s Philippines 173 201 373 415 385 1, 847 
, Taiwan 70 40) 5 5 12) 
. Thailand 330 272 3Ié | 20 55 1,172 
Vietnam 677 435 616 1, 000 1, 500 4, 228 
, 
Near East and south Asia 12, 337 11,011 15, 682 14, 257 9, 150 62, 437 
Ceylon 150 273 300 275 250 1, 248 
India 11, 995 10, 355 14. 507 12, O76 6, 650 55, 583 
Iran 15 16 85 Ys 100 314 y 
Iraq 13 22 2 37 : 
Jordan 77 97 183 200 85 642 . 
Nepa 57 248 355 608 700 1. 98 ut 
Pakistan 30) 250 1, OOO 1, 365 2, 645 
Africa 451 347 454 563 680 2, 495 
Ethiopia 350 2) 265 393 500 1. 708 
Liberia 77 59 100 90 150 176 
Libya 24 SS &Y St) 30 311 
Latin America 2, 512 4, 283 5, 580 7, 230 6, 965 26, 525 
Brazil 1, 490 2, 577 +, 000 5, OOO 4, SOO 17, 867 
Colombia 500 366 460) 450 500 2, 276 
Ecuador 100 100 135 135 470) 
Guatemala 350) 485 iS5 350) 1, 670 
Haiti 75 100 350 100 925 
HLlonduras ms 15 550 40 100 1, 500 
Jamaica 12 15 15 15 15 72 
Nicaragua 100 | 200) 200 200 300 1. 000 
Paraguay 85 75 5) 65 275 
Peru 135 135 200 470) 
echnical backstopping-- 27 46) 200 200 250 723 
Research 6 90 145 180 180 658 
rraining 45 40) 55 55 60 258 
Special grant to WILO 5, OOO 3, 009 3, 000 | 4, 000 3, 500 18, 500 
Special grant to PAITO 2,000 3, O00 2, 000 1, 500 1, 000 9, 500 
Total | 27, 240 26, 205 32. OOO 38, 000 36, 600 160, 045 
‘ 
TABLE 4.—Estimated total funding worldwide for malaria eradication, by source and 
fiscal year ; 


{In millions of dollars] 





Source 1958 1959 1960 1961 1962 Total 
Countries with malaria ‘ 54.6 50.8 4. 63.3 72.0 295. 3 
U.S.A. malaria eradication program__-__. 27.2 26.2 32.0 38. 0 3b. ¢ 160.0 
WHO and PAHO 1.6 2 6 aa 1.7 5.2 17.8 
UNICEE 8.7 8.3 10.0 10.0 10.0 47.0 
| Other funding ? 3.9 5.8 12.2 21.2 11.6 54.7 
Potal 96.0 93. 7 112.5 137.2 135.4 574.8 


1 Excludes U.S. contribution to WHO malaria eradication special account and PAHO special malaria 
fund. Contributions to those organizations are included in the amounts for the U.S.A. malaria eradication 
program 

2 U.S.-owned and/or controlled local currencies. 
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CONTRIBUTIONS TO PROGRAM TO DATE 


Mr. Passman. What has been the total dollar contribution of the 
United States to the program to date? We did not get the figure 
i moment ago. You projected it but did not give us the cost to date. 
I refer to the health program, malaria eradication. 

Mr. Saccro. $80 million. 

Mr. PassmMan. Our record shows $80,053,000. 

Mr. Saccio. That is the exact figure, sir. 

Mr. Passman. You have just about got to the point where you 
round off anything under $1 million, and that confuses me. 

Mr. Saccio. I beg your pardon, sir. 

Mr. Passman. In addition to $38 million requested for 1961, how 
much local currency is programed 4 

Mr. Granv. We have it here by years. 

Mr. Passman. Give us the total. 

Mr. Grant. The total of U.S.-owned local currencies is $9,391,000. 

Mr. Passman. Total? 

Mr. Grant. Then there were contributions from counterpart funds 
of $12 million. 

Mr. Passman. I do not believe the figures you gave us a moment 
ago will tally with those on page 337. Would you like to return to 
that page? 

Mr. Saccro. Yes. 

Mr. Passman. It would appear that for 1961 it is $21.2 million. Is 
that correct ? 

Mr. Mosster. $21.9. 

Mr. Passman. We show $21.2. If you go to page 337 I believe the 
figures will be the same. That is for fiscal year 1961 only. 

Mr. Grant. The total of $21.9—— 

Mr. Passman. We have $21.2. 

Mr. Mosster. That is for 1961 only. The $21.9 is for years 1958, 
1959, and 1960 added together before you get to 1961. 

Mr. Passman. You wind up with a total of $54,700,000 through 
1962, then ? 

Mr. Mossier. $43.1 million through fiscal year 1961. 

Mr. Passman. You had better reprint these pages, then. 

Mr. Saccto. Total amount is $54.7 million through 1962. You 
are correct, Mr, Chairman. 

Mr. Ruopes. We have about $100 million in this program now, or 
we will have if we appropriate the $40,600,000 requested for fiscal 
year 1961. What is the-—— 

Mr. Saccio. Malaria or total health program ? 

Mr. Ruopes. Malaria. 

Mr. Saccto. $38 million, that is right. Community water supply 
development and international medical research are included in the 
total SA request for health. 


STATUS OF MALARIA PROGRAM 


Mr. Ruopes. How is the program coming? Do we have malaria 
about whipped? How soon will we be able to get out from under? 
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Mr. Saccro, The 5-year program we projected in 1957 contemplated 
that the United States would work in a substantial number of coun- 
tries. We are working in 24 countries on a bilateral basis. WHO, 
UNICEF, and the PATIO now are werking in a substantial number 
of additional countries. 

At the end of 1962, we will have completed the program in four 
countries. We believe that there will be 12 countries that will con- 
tinue and finish the program without further U.S. dollar allocations. 
There will be eight countries where continued dollar assistance from 
the United States will be necessary. 

Mr. Ruopes. After which year? 

Mr. Saccto. 1962. 

Mr. Ruopes. What do you project the expense of the United States 
to be in the fiscal year 1963 ? 

Mr. Saccio. We are thinking of the period after 1962 up to 1970. 
We figure in our present planning that total cost will be about $180 
million in foreign exchange, including the 5 years beginning with 
1958. The total at the end of 1962 will be about $150 million which 
was about what we figured back in 1957 for both the foreign exchange 
and local currency costs. This will require a contribution of some- 
thing like $31 million of fore ign exchange on the part of the coun- 
tries s being assisted directly by the United States. 

Mr. Ruopes. What about other countries not directly affected by 
malaria, such as the United Kingdom, France, and other European 
countries? Are they helping in this program ? 

Mr. Saccio. The countries that have malaria are the substantial 
contributors. The other countries are contributing mainly either in 
their direct programs with their dependencies or ‘through contribu- 
tions to the multilateral organizations. 

This program will not cover a large number of individual countries 
with a total population of about 151 million. Nearly 600 million have 
been helped through our bilateral program. 

The group, excluded from the foregoing, also includes tropical 
Africa which we never intended to cover in the 5-year program. 


WATER SUPPLY PROJECT 


Mr. Ruopes. In what parts of the world are we spending money 
under the category of water supply program / 

Mr. Saccro. There are specific countries which have made requests 
for assistance. They are widely scattered over the globe, including 
Brazil, Ceylon, Costa Rica, Ecuador, Korea, Peru, and Y ugoslavia. 


PROJECT HOPE 


Mr. Ruopes. Is Project Hope still in the works? 

Mr. Saccro. The latest information we have is that about $1 million 
in actual cash contributions and contributions in kind have been com- 
mitted to this program, administered by the People-to-People Health 
Foundation. The boat now is being shipped to drydock for conversion 
from a hospital ship to the needs of “this program. 
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PROSPECTS OF WORLDWIDE MALARIA ERADICATION 


Mr. Gary. Mr. Saccio, this malaria-eradication program was first 
presented to us as a 5-year program. We were told they thought they 
could completely eradicate malaria during the 5 years. 

I heard many comments on this program during our trip around the 
world last year, and they were all very favorable. It seems to be ¢ 
very excellent program and it is working exceptionally well. 


FIVE-YEAR PROGRAM COVERAGE AND ACCOMPLISHMENTS 


What are the prospects now, however, of the program being com- 
pleted within the 5-year period ¢ 

Mr. Saccro. May I first say that, in talking about a 5-year program 
in the fiscal year 1958 presentation to the Congress, I think there was 
a tendency to say, in shorthand fashion, that this was a 5-year program 
and that it would be finished in 5 years. 

[ think it was carefully indic ated i In my testimony at that time that 
it was a 5-year program but that, in addition to covering a substantial 
number of bilateral programs in a phased eradication attempt, our 
effort would thereby encourage a series of programs to be started in 
other countries supported by the multilateral agencies, and not that 
we would attempt in our activity to completely eradicate malaria in all 
countries throughout the world. 

We deliber ately left our tropiea il African for one thing because we 
did not know enough about it. We knew it was a real question mark 
and that technical questions had to be resolved. ‘The 5-year program, 
as projected, is still being carried out. At the end of 1962, as I was 
saying to Mr. Rhodes, we will have completed a substantial part of it, 
and for an amount of approximately $30 million complete the job in 
the total of 24 countries that we, as the United States, have worked 
on in our bilateral program. ‘Those countries are Bolivia, Brazil, 
Cambodia, Ceylon, Taiwan, Colombia, Ecuador, Ethiopia, Guatemala, 
Honduras, India, Indonesia, Iran, Laos, Jordan, Liberia, Libya, 
Jamaica, Nepal, Nicaragua, Paraguay, the Philippines, Thailand, and 
Vietnam. 

This will leave a group of countries with whom we have aid pro 
grams and which are not included in the 5-year program. If we do 
try to do something on a long-term attempt, it would not be attempted 
within the framework of the 5-year program. ‘These countries are 
Pakistan, Haiti, Peru, Sudan, Surinam, Korea, and Turkey. 

That leaves out tropical Africa and a number of smaller entities 
which total 151 million population, of which the largest number, 124 
million, is in tropical Africa. 

Mr. Gary. With malaria still in tropical Africa would there not. be 
a danger of it spreading again in these areas where it has been elimi- 
nated and start the disease all over again ? 

Mr. Saccro. As a technical matter I do not think the danger of 
that happening is as serious as contiguous areas such as, Pakistan 
and India, which are essentially the same subcontinent. The real 
reason we have not been able to do anything in Pakistan was the ex- 
treme difficulty in that country to get its own program started, since 
it was on a basis of mutual contributions on their part as well as ours. 
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When we began this program we conceived that most of Africa 
would in essence have to be excluded from the rest of the bilateral 
progr: — 5-year period. 

Mr. Gary. A doctor came before our committee and testified that 
they planned to completely eradicate malaria in 5 years. 1 though at 
the time, that he was a little ambitious, I must confess. 

Mr. Saccto. I have this quotation from the original presentation 
statement in 1957 which bears on the concept of a 5-year program. 

For example, eradication will be accomplished most readily in the Western 
Hemisphere and more slowly in the Eastern Hemisphere. Eradication pro- 
grams in a few countries may require U.S. support beyond the 5-year period. 
However, maximum participation by the United States will be concentrated 
in the period from fiscal year 1958 through 1962. 

This was our testimony, I know, having dealt with these people 
who have assisted us in evaluating the work done so far, that they are 
very ambitious to do the whole job, to do it fast, and so on. I think, 
however, we have carried out what we have set out to carry out, and 
considerable progress has been made. 

Mr, Gary. Frankly, I did not think it would be completely eradi- 
cated ind vears, and I so advised him at the time. 

From all 1 can understand it has been an excellent program. It 
has been administered well, and it has accomplished a great deal 
toward the eradication of malaria, 

1 remember on one of the airlines we were flying over one of the 
countries they had a warning that you could t: ike certain preventive 
measures against malaria. The warning stated that the preventive 
measures which had been required in the past, due to the scarcity 
of the disease now, were no longer required, but people could take 
them if they so desired. 

Mr. Saccio. That is right, 

Mr. Gary. They had changed because of the success of the program. 
That part of the program had been changed from a “must” to a 
voluntary program, which speaks well. 

Also, I met a former public health director of the city of Richmond, 
Va., in India. He is Dr. Edward Holmes and is there with one of the 
organizations connected with the mutual security program. He 
praised the program very highly and said that it was most successful. 

Mr. Saccto. I visited with him in Delhi, sir. 

Mr. Grant. The name of the institution is the India Institute of 
Medical Science. 

Dr. Camppecit. He also consults with a number of other medical 
schools in the field of public health. 

Mr. Gary. He invited me to his home for dinner and I met the 
president of the institute and some of the other personnel there, who 
told me something of their work. It made a very informative and 
pleasant evening. 

Dr. Campeseitt. Dr. Holmes is doing a very fine job, sir. 

Mr. Gary. Thank you very much, Doctor. 

Mr. Passman. Have you ever had an opportunity to read one of the 
House Appropri: itions Committee reports on this bill? 

Mr. Saccio. Yes, sir. 

Mr. Passman. Are you impressed at all with what we say concern- 
ing the bill ? 
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Mr. Saccro. Certainly, 
COMMITTEE RECOMMENDATIONS IGNORE( 


Mr. Passman. I want to refer you to page 8 of the report of last 
year: 

The committee recommends an appropriation of $200 million. This is $71,- 
800,000 below the budget estimate and $47,500,000 below the ceiling specified 
in the authorization bill. The committee has specifically denied the $5 million 
requested for the incentive investment fund program. 

What actually happened? You go out and you obligate $2.500,000 
when this committee had specifically denied it. I can cite other in- 
stances where you paid no more attention to the recommendation of 
this committee than you would have to a stranger. 

I want to say to you, sir, and this is not personal, that so far as ] 
am concerned, just continue this and we will take this bill to the floor 
of the House with a rule, and we will fix it to the point that you cannot 
ignore the following day a specific denial by this committee supported 
by the full committee and supported by the House. 

The only thing that you have to defend you in this is some question 
asked by a Member of the other body as to whether or not you could 
ignore it, or something to that effect, and another Member assured 
him that you could go ahead. 

I wish you would pay more attention, when this committee makes 
a recommendation, and it is supported by the House, to what we say. 
A recommendation is one thing, but when we say “The committee has 
specifically denied the $5 million requested for the incentive invest- 
ment fund,” and you paid no attention, I cannot understand that. 

Mr. Gary. It is more than a report of the committee. It is true 
it is the committee’s report, but it was approved by the House of 
Representatives. 

Mr, Passman. Certainly. 

Mr. Gary. They are disregarding the action of the entire House 
of Representatives. 

Mr. PassMman. You have three stages—this committee first, the full 
Appropriations Committee next, and then action by the House, to 
write this kind of provision in a report. The report was passed with- 
out a protest from this committee, the full committee, and the floor. 

As far as I am concerned, if we continue running into these situa- 
tions, and there are many of them, not as wide open as that, but it is 
done at. least indirectly, then we will have to start handling this bill 
with a rule, because we are just not going to tolerate this. I do not 
think any member of the committee will tolerate a continuation of 
your paying no attention at all to our recommendations. 

I might say, gentlemen, we need at least 2 more weeks on this special 
assistance. I will have to apologize for not having sufficient time 
available to do a thorough job of going into this particular program, 
and how this money has been transferred in and out of different ac- 
counts to offset some of the things for which it was intended 
originally. 

We thank you, Mr. Saccio, and all of the witnesses for being 
with us. 

We stand in recess until 10 o'clock tomorrow morning. 
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Tuurspay, May 12, 1960. 
PRESIDENT’S CONTINGENCY FUND 
WITNESSES 


JOHN O. BELL, DEPUTY COORDINATOR FOR MUTUAL SECURITY, 


DEPARTMENT OF STATE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 

) JOHN R. MOSSLER, CHIEF, BUDGET DIVISION, OFFICE OF THE 


CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRATION 


Program and financing 


1959 actual 1960 estimate | 1961 estimate 
Program by activities 
Contingencies: 
1. Europe and Africa $34, 051, 927 |) 
2. Near East and south Asia 99, 435, 688 |] 
3. Far East 8, 579,000 | >$155, 520, 092 $175, 000, 000 
1. Latin America 4, 400, 000 | 
5. Nonregional programs. 8, 350, 414 
otal obligations 154, 817, 029 155, 520, 092 175, 000, 000 
Financing 
Unobligated balance brought forward (annual appropria- 
tion act 182. 971 
Unobligated balance transferred from ‘‘Economic assist- 
ince’ (68 Stat. $49) (annual appropriation act) - 337, 121 
Unobligated balance carried forward (annual appropria- 
tion act : 182, 971 
Appropriation (new obligational authority on 155, 000, 000 155, 000, 000 175, 000, 000 
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Object classification 


1959 actual | 1960 estimate | 1961 estimate 
ALLOCATION ACCOUNTS 
Total number of permanent positions... —- 1 
Average number of all employees - ‘iin 2 
Number of employees at end of year 1 
Average grade and salary established by the Director, Inter- 
national Cooperation Administration (68 Stat. 833 : 5.0 $11,170 7 
01 Personal services 
Permanent positions ss se $12, 021 E 
Other personal services as 246 
Total personal services ‘ 12, 267 
02 Travel ous ¥ adit 172, 457 
03 Transportation of things en ‘ 212, 367 
04 Communication services_. ee 8, 525 
05 Rents and utility services i 145, 968 é 
06 =Printing and reproduction__-—- ee 33, 753 |.. 
07 Other contractual services - ‘ 3, 361, 320 
08 Supplies and materials 1, 040, 528 
09 Equipment ‘ . 2, 430, 346 7: 
10 Lands and structures : 15, 000, 000 
11 Grants, subsidies, and contributions 127, 017, 928 
16 Investments and loans 6, 000, 000 : Fs ; 
Undistributed ; . $155, 520, 092 $175, 000, 000 
Subtotal 155, 435, 459 155, 520, 092 175, 000, 000 
Deduct 
Department of Defense —- Military: Army : 134, 623 - 
Department of Commerce __.. ; 6, 000 
Federal Aviation Agency : sak: 177, 807 : 
General Services Administration e 300, 000 
Potal obligations .--| 154,817, 029 155, 520, 092 175, 000, 000 
Obligations are distributed as follows 
International Cooperation Administration 125, 019, 053 
Department of Defense— Military: Army eats . 15, 000, 000 
Department of Commerce ‘ = can boxes 3, 297, 976 155, 520, 092 175, 000, 000 
Department of State 5, 500, 000 | 
Export-Import Bank of Washington 6, 000, 000 


Mr. Passman. The committee will come to order. 

The witnesses on the opposite side of the table have a right to fight 
back as hard as they wish. I do not think that I have yet, in an 
apparent voice of anger, ever accused the witnesses of putting words 
in my mouth; and | might say it was 2 o'clock this morning before I 
finally went to sleep when I : wed the realization that from the other 
side of the table yesterday, in what was apparently a mood of ap- 
proaching anger, I was told aa to be putting words in the mouth of 
the witness. Fight back as hard as you please. ‘There was no inten- 
tion on the part of the chairman to put words in the mouth of the 
witness. I was merely trying to establish a fact for the record. I 
hope this morning we can get into a program that is going to be very 
hard to get through without some rather direct words. It will be my 
intention to be courteous and objective, while trying to get sufficient 
information to be able to tell the House why the President’s contin- 
gency fund was used to allocate funds for the regular programs, rather 
th: an Ww aiting to see whether or not the various programs « ‘ould operate 
before transferring funds. Off the record. 

(Discussion off the record.) 

Mr. Passman. It is my understanding that it is the desire of the 
ICA officials that, as the Senate started their hearings this morning, 
and Mr. Riddleberger, the ICA Director, is appearing there, they 
would prefer to have the House Appropriations Committee hea 
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“Military assistance” before “Defense support,” in that it is neces- 
sary for the Department to finish briefing Mr. Riddleberger before 
he appears before this committee on the “Defense support’ *item. As 
the chairman is somewhat confused as to why the ICA Director would 
have to be briefed by the Department heads downtown before he 
would be in a position to appear before this committee, we shall defer 

the decision as to whether to alter the schedule for the hearings. 

It should be indicated for the record that this is the program that 
Mr. Riddleberger administers. A decision will be reached as to the 
order of the appearance of witnesses when all members of the sub- 
committee are present, because it is an important decision. 

We will be just as considerate as we can. 


1961 BUDGET REQUEST 


The item the committee has before it this morning is the President’s 
contingency fund. The appropriation for 1960 was $155 million. 
What is the amount of the decrease in the request for the fiscal year 
L961 ¢ 

Mr. Bett. The amount requested by the President for the contin- 
gency fund was $175 million. 

Mr. Passman. You are asking for a $20 million increase over the 
1960 appropriation for the fiscal year 1961 in the President’s contin- 
gency fund / 

Mr. Betn. Yes. 

Mr. Passman. The Honorable John O. Bell, Deputy Coordinator 
for Mutual Security, Department of State, will testify for the Presi- 
dent’s contingency fund. Mr. Bell, do you have a statement to make 4 

Mr. Bei. I do. 

Mr. Passman. You may proceed in your own way. 

Mr. Beti. I would like to preface my statement, if I may, Mr. 
Chairman, and revert to an earlier statement of yours. I have had 
the opportunity to appear before this committee a number of times 
over the last few years and while I would certainly concede there were 
many points on which we had differences of opinion, I would cer- 
tainly also want to record I have never found the chairman lacking 
in any personal courtesy whatsoever. 

PassMAN. I appreciate that, Mr. Bell. 

I do not mean any personal offense. Sometimes responsibility is 
hard for people to accept and they have to sort of condition them- 
selves for these new responsibilities. I was a bit cocky when I as- 
sumed the chairmanship of this subeommittee, and T suppose some of 
those who have had recent promotions sort of feel their oats, too. I 
thank you for your statement. You may proceed. 


GENERAL STATEMENT 


Mr. Bett. Mr. Chairman, members of the committee, I appreciate 
again having the opportunity to appear before you. I am here in 
support of the request for appropriations for the contingency fund 
for fiscal year 1961. The amount requested to be authorized and 
appropriated for this purpose was $175 million authorization of $150 
million has been recommended by the conference committee. The ap- 
propriation of the full amount authorized is urged. 
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Last year I appeared before this committee in support of the re- 
oe for appropriations for the contingency fund for the current 
fiscal year; $155 million was authorized by the Congress and the ap- 
propri: ition of an identical amount was subsequently voted $520,000 in 
funds remaining unobligated from the prior year’s contingency fund 
was also continued available. At the time I testified last June all but 
$6,000 of the fiscal year 1959 appropriation for the contingency fund 
had been progr amed, so the committee was fully able to see how these 
funds were used. A summarization of these uses is contained in the 
“Worldwide Summary Statements” volume, beginning on page 160. 

At this point in the current fiscal year we have approved programs 
for funding from the contingency fund in an amount of $136.6 mil- 
lion. This leaves $18.9 million yet available for the balance of this 
fiscal year which have not been programed although there are needs 
for which these funds could be utilized which considerab ly exceed the 
amount remaining available. We cannot yet tell precisely the ex- 
tent to which or the purposes for which we will program the remain- 
ing contingency funds, since we must not only weigh the additional 
needs of which we have present knowledge, but bear in mind the 
possibility of new developments during the remainder of the fiscal 
year, which might have higher priority. 

I know this committee is familiar with the conceptual basis of the 
contingency fund and the uses for which it is available. re only 
does the committee have a long experience in such matters, but this 
subject was particularly discussed during the hearings of last year. 
Nevertheless, I trust you will permit me to rest: ite ~ iefly the purposes 
of the fund and the reasons why we consider it so important and 
useful an element of the mutual security eae 


PURPOSES OF FUND 


The contingency fund is a separate appropriation made to the 
President which he may use to provide military assistance, defense 
support, special assistance, technical assistance, or other types of as- 
sistance additional to the amounts specifically appropriated by the 
Congress for these purposes. He may also use the contingency fund 
to provide assistance of a nature other than that regularly authorized, 
if he determines that such aid will serve the purposes of the Mutual 
Security Act and is important to the security of the United States. 
It cannot be used to add to the capitalization of the Development 
Loan Fund. 

The fund may be used then to meet requirements consistent with 
the purposes of the act which cannot be met through the funds which 
have been specifically appropriated for these purposes. Section 2 of 
the Mutual Security Act states it to be the policy of the United States, 
so long as the threat of international communism endangers the peace 
of the world and the security of the United States, to make available 
to other free nations and people upon request assistance of such nature 
and in such amounts as the United States deems advisable to support 
their efforts to maintain their freedom. The case for the contingency 
fund rests on the need for flexibility in the execution of this policy. 

At the time we formulate and submit to the Congress estimates of 
the amounts required for mutual security purposes, we must appraise 
the kinds of situations which will exist or may develop throughout 
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the world during a year beginning 6 months later and extending 18 
months into the future. It 1s impossible to be certain of the accuracy 
or completeness of such forecasts. 

In the proposed mutual security programs submitted to you we 
provide our best judgment, as of the time the estimates were formu- 
lated, of the programs and funds required to carry out U.S. policies 
in all situations which we think are susceptible of such forecasting. 
Our judgment in this respect is of course subject to the limitations 
which are inherent in estimations of this sort. Specific programs are 
planned on an austere basis and on the basis of optimistic assumptions 
as to the course of future events. We believe that these specific pro- 
grams are stated in minimum terms. 

In addition we identify situations which may result in requirements 
for the provision of assistance but which we cannot at the time of 
submission to the Congress describe in sufficiently definitive terms, m 
cluding a specific amount of funds and a plan for utilizing them, to be 
included in the requests for regular categories of aid. Potential 
requirements of this kind exist in substantial dimensions. On the 
basis of past experience some of them become actual requirements 
which demand prompt action. Some may not materialize into actual 
requirements. We cannot foretell whether a particular potential re- 
quirement will or will not become actual or what its precise size and 
character will be. The best that we can do, and what we do do, is to 
estimate the proportion of the total of these potential requirements 
which on the basis of past experience is likely to require funding in 
the actual execution of the aid program. 

Experience has also indicated that requirements will inevitably arise 
which have not been foreseen at all. These requirements may include 
those resulting from natural disasters, those reflecting unforeseen ac- 
tions by the Soviet bloc, or others which flow from unexpected political 
or economic developments in a country of critical importance to the 
United States. This category of requirements may be classed as emer- 
gency in nature. 

The existence of the contingency fund, and its availability to deal 
with these types of situations, is of great importance in strengthening 
the ability of the U.S. Government to meet effectively, and in timely 
fashion, needs and opportunities which arise during the course of the 
fiscal year. The existence of the contingency funds provides the major 
means through which we can have adequate resources and adequate 
flexibility to meet effectively the kind of situation to which I have 
referred. 

USES OF FUND DURING 1960 


I would like to proceed, if I may, to deal with some aspects of the 
uses of the contingency fund during the current. fiscal year, which 
earlier questions duri ing this hearing suggest are of particular interest 
to you. 

Of the $136.6 million of fiscal year 1960 contingency funds ap- 
proved for programing to date, $75.9 million have been approved for 
additional defense support assistance; $25.9 million have been ap- 
proved for additional special assistance programs; $31.2 million have 
been approved for additional military assistance programs; $1.8 mil- 
lion were approved but later withdrawn, as I will explain later, for 
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additional technical assistance programs; and $3.5 million have been 
approved for other programs. 

With the exception of the special assistance program for Israel, 
which was approved for funding pursuant to the expressed wish of 
the Congress, all of the approvals for military assistance, special 
assistance, technical cooperation, and other miscellaneous programs 
were made to meet requirements which were not specifically foreseen 

- foreseeable at the time of the congressional presentation. 


DEFENSE SUPPORT 


In the defense support category where $75.9 million have been 
approved for additional defense support assistance, the question arises 
as to the extent to which these additions to the amount appropriated 
by the Congress for defense support were necessitated by unforeseen 
or changed circumstances. Following the appropriation action of 
last year, the executive branch review ed most carefully the situations 
then existing in each of the defense support countries with the pur- 
pose of reaching a decision as to whether in its judgment the pro- 
grams and policies authorized by the Congress could be effectively 
executed within the amounts specifically appropriated for defense 
support or would require supplementation from the contingency 
fund: $835 million had been requested by the executive branch; $695 
million of new obligational authority had been provided. An esti- 
mated $3.3 million of unobligated balances continued available and 
reimbursements could be added for a total availability of $698.3 
million. As of September 28, 1959, the judgment of the executive 
branch was that to effectively meet its responsibilities for executing 
these programs, a sum of $739.6 million would be 1 tt or $41.3 
million more than was available in the “Defense support’ appropria- 
tion. The further review as of November 5 revised this estimate up- 
ward to a total of $743.8 million or $45.5 million more than was 
specifically appropriated. Additional requirements were recognized 
in succeeding months adding to the total of $75.9 million above specific 
appropr iations as of the present moment. 

In the fall reviews, it was readily apparent that the situation in 4 
of the 12 defense support countries was substantially different from 
that which had been assumed when earlier calculations of requirements 
for defense support had been made and presented to the Congress. 
Notice of the probability of such changes in Iran had been given 
during the hearings; we had not foreseen the flood in T aiwan, the 
typhoon in Korea nor the military action in Laos. While the situa- 
tion in the other eight defense support countries was not marked by 
such dramatic adjustments, requirements were critically reviewed in 
the light of existing circumstances. 

The program adjustments made in late September and early No- 
vember resulted in setting levels of aid which in all but three instances 
were substantially less than we had believed desirable and had pro- 
posed in our presentation. One exception was Spain, where Congress 
provided $5 million more than we had requested and specific ally re- 
quired a level of $45 million. 

Of the $45.5 million of contingency funds approved for additions 
to the defense support program at that time, I believe that the in- 
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creases in Iran and Laos over the amounts set forth in our presenta- 
tion are clearly attributable to new circumstances. ‘These increases 
amounted to $17.7 million of the $45.5 million total of contingency 
funds then applied. 

It would not be unfair, I believe, also to credit some $5 million of 
the amount then approved for China and some $4.5 million of the 
amount then approved for Korea to unforeseen circumstances, since 
these amounts were subsequently used to meet flood and typhoon 
damage. If these were included, $27.2 million of the $45.5 could be 
attributed to new requirements. 

On the former basis $27.8 million, on the latter $18.3 million would 
be rs to an executive branch decision to use the contingency 
fund to provide added funds for defense support over and above 
those ee ifically provided by the Congress for that purpose. Such 
action Was in our view essential to a faithful execution of our re- 
sponsibilities, and completely consistent with the authority provided 
in the legislation to use the contingency fund for additional assistance 
where such use is considered important to the security of the United 
States. 

The approvals of the use of the contingency fund to provide addi- 
tional defense support aid which were granted in subsequent months 
were all clearly attributable to unforseen or altered circumstances. 
I will be glad to discuss or provide further information respecting 
any of these items which may be of interest to the committee. 

Brief summaries of the nature and purposes of each use of the 
contingency fund approved up to the date of the presentation book 
are set forth in the worldwide summary statements, beginning on 
page 162. Similar statements with respect to program changes are 
included in the monthly reports submitted to the Congress under 
the provision of section 111(b) of the Mutual Security Appropriation 
Act of 1960. These reports set forth a chronological history of all 
individual program approvals involving any departure from the 
program levels described to the Congress in last year’s presentation, 
with a detailed narrative explanation of denentwies involving more 
than 5 percent of any appropriation account, or $1 million, ‘which- 
ever is smaller. 

TECHNICAL COOPERATION 


[ gather that questions have been raised regarding the wisdom of 
approving the use of the contingency fund for additional technical 
cooperation programs ata point in time when it was not certain that 
the appropriation available for technical cooperation would in fact 
inadequate to meet these needs. It is true that, as indicated in the 
section 111(b) report for January, approval of the use of contingency 
funds for programs of technic al cooperation in the United Ar: ab 
Republic and in Guinea was granted. It is also true that a possibility 
existed that these could be funded within the technical cooperation 
appropriation in the sense that all technical cooperation funds had 
hot yet been obligated at that time. However, the rest of the funds 
appropriated for technical cooperation had been approved for pro 
graming against requirements identified specifically to the Congress 
during last year’s hearings. As time has passed, it has become ap- 
parent that savings will accrue in an amount which will permit all 
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presently planned technical cooperation programs to be financed 
without utilizing contingency funds. Consequently, the approval for 
the use of $1.8 million of contingency funds for this purpose has been 
withdrawn. 

Some such additional adjustments in other mutual security pro- 
gram functional categories may prove to be possible before the year 
is out. It is not possible early in the year, or even quite late in the 
year, to be entirely precise about the actual costs of the various pro- 
grams of assistance. It would clearly be most unwise to permit 
negotiations with respect to additional assistance programs to pro- 
ceed unless there were assurance that funding would be available. 
The approval of contingency fund financing in advance of negotia- 
tions is therefore a logical and proper practice even though it may 
turn out in some instances that smaller amounts than those approved 
will actually be required. 


MILITARY ASSISTANCE PROGRAM 


A particularly difficult type of situation is found in the military as- 
sistance program. As this committee is well aware, the amount ap- 
propriated for military assistance last year was very substantially less 
than the amount requested by the administration and believed by it to 
be necessary. We felt that we had to limit the funding of the require- 
ments which were described to the Congress to the amounts authorized 
by the Congress. However, we did not feel that the Defense Depart- 
ment could absorb, in addition to a reduction in the funding for these 
requirements, additional programs of military assistance to meet new 
and unforseen requirements. Consequently, we approved in the mid- 
dle of the fiscal year contingency fund financing for four new pro- 
grams which h: 1d not been contemplated at the time of congressional 
presentation. We approved this funding even though the funds ap- 
propriated by the Congress to meet other milit: ary assistance require- 
ments had not been fully programed or allotted since we felt quite cer- 
tain that all of the funds appropriated by the Congress for military 
assistance would be needed to meet the most compelling of those re- 
quirements which had been presented to the Congress. 

One additional kind of case has been raised in these hearings which 
warrants brief comment. It has been pointed out that through use of 
contingency funds, new programs have been initiated which were not 
discussed with or authorized in advance by the Congress. In some 

cases such action has been taken. I do not believe there is any doubt 
that the authority provided in the legislation permits the initiation of 
new programs to meet situations which were not foreseen or have al- 
tered after the congressional presentation. Certainly there is a ques- 
tion of judgment involved as to whether the meeting of such situations 
should be ponerse or should be deferred until a later time when con- 
gressional review can have occurred. When the executive branch 
judges that it is necessary to act promptly and to use contingency funds 
for such purposes, its judgment is recorded in the fact of such use. 
That record is available for review and can be evaluated. 

The uses made of the contingency fund during fiscal year 1960 
have been for precisely the kinds of purposes and to meet precisely 
the kinds of situations which were discussed with this committee 
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ring its hearings on the fiseal year 1960 appropriation. There is 

hing new in the fact that this fund gives the Executive a degree of 

sibility. This margin of adjust: ability to deal with the « -omple x and 

amic problems we face is of critical importance to the successful 
aeution of the policies set forth in the mutual security legislation. 
Je believe that the Congress has acted wisely and realistically in 
wviding this vitally needed authority. 

We do not claim perfection in judgment. We fully recognize that 

mgress has a right and a responsibility to review the use of the 
thority given, and to form its own judgments as to whether such 

ehas been wise or unwise, in support of or contrary to the interests 
the United States. However, we do believe that the exercise of the 
thority granted and the use of the funds appropriated has, in each 
stance, been wholly compatible with the purposes for which the au- 
jority and funds were made available, and in our judgment in each 
sance, fully warranted under the circumstances existing at the time. 
rhe Congress has once again provided the authority for appropriat- 
rthe contingency fund. Our request is for the appropriation of the 
lamount authorized. By such action, you will equip your Govern- 
nt with the means for r apid and flexible adjustment in the adminis- 
tion of the mutual security program, which can mean the difference 
vtween failure and success in the timely promotion of the security 
interests of the United States. 

Mr. Passman. Thank you, Mr. Bell. 

You refer often to the “authority.” The authorizing committees 
sate definitely their purpose is to fix ceilings; so I think there ar 
leaks in the roof if you are going strictly ace Cae to the authority, 
nd do not give consideration to the findings of this subcommittee 
and the full Committee on Appropriations, as approved by the House. 

le law is there, but I wanted to make that observation for the 


Tec rd, 


DEOBLIGATIONS AND REOBLIGATIONS 


Now, if we may at this point discuss the unobligated funds. 
Would you tell us how much money has been deobligated to date 
in 1960 for each of the programs for which the President’s con- 
tigency fund has provided funds in 1960 ? 

Mr. Bett. How much has been deobligated ? 

Mr. Passman. By category. 

Mr. Mossrer. Mr. Chairman, through Febru: ary, which is the latest 
ate we have the deobligation data, we have $5.427 million in technical 
operation funds; $18.213 million in special assistance funds, and 


449 million in defense support funds. 


Mr. Passman. Those are the amounts you deobligated out of the 
alle appropriations to which you transferred money out of the con- 
ingency fund 2 

Mr. Mosster. I would like to point out the large amount of both 
pecial assistance and the defense support funds were used for chang: 
ig the nature of our nonproject aid; in other words, due to our ob- 
gation concepts these funds were originally obligated for nonproject 
mmodities to provide dollar imports for these countries. It was 
ter found out that the specific specifications on a particular PA, for 
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example, did not apply. In order to record our specification change 


we go through the deobligating process. 

Mr. Passman. I am fully aware that you do. There is noth) 
personal about this, but we certainly think we have ec: aught a lot oft 
boys in the henhouse, coming out with a hen under each arm. Yo 
did not. actually need the money, but you threw it behind an oblig 
tion. You were doing everything in your power to absorb this; a 
it was so obvious these programs had not been properly planned h 
fore you obligated, notwithstanding the fact you tr: unsferred substa 
tial amounts out of the contingency fund into these funds, that at th 
same time you had to deobligate $81.089 million. Please submit f 


the record the projects that you deobligated and indicate when you) 


obligated and deobligated those projects. 
(The table requested follows ) 





236; 


Lanhves = Hiz=t> | ¥ 





ot hing = 
of the : 
. Yo a : 
blig = ei 
Sta S ? 
ied by g 


ibsta - 














} = LH t~t> N 
E at the = === 2 
; ; NOD cs a 
nit fo z & |) S85) 5 
en you S 5 
' | = ~ 
aj gla “ 
= 7 ZL | 
= e Ss | 
i = . 4 / 
a ¢ =< Px. 2 
: OL =. -~ ty 
os 
= Nor is = 
SaaS a 
ef Po a 
x = a S 
cs : E - 
~% S & . 
= a = 
2 bs = C S 
= = = x = 
= e = c a 
Ds 7 = . i 
= 2 oa of 
—_ ws OL = = 
a = = 2 
© = — © 
mas Q o 
~ = 
= v. S = 
Cc os = = 
S os Ss N 
= a | S ef 
wn = | & — 
= = S ~ 
> > = 
mo - — i~ xX = 
=~ = = a+r) Ss 
— = re GO = x 
? 5 z 3 Soke | 
< = S| ZA° 1S 
fan = 
= 


38 2 





»bligation 









r = 
ine = >] 
% c t x 
' 
Z = pm 
L = x 











2162 


Mr. Murreny. There is obviously a misunderstanding. I thought 
Mr. Mossler said it was in the nonproject aid category. 

Mr. Passman. That makes it even worse. 

Mr. Mureuy. No, sir; it does not. If you will allow me to explain 
low this happens. 

Mr. Passman. According to your opinion. 

Mr. Murrny. I think it will put an entirely diffent light on the 
transactions than has been put on them at this point. 

We sit down with a country and negotiate a level of import pro- 
grams to meet their requirements. At the time we do, the country 
estimates that their need will be $3 million of pharmaceuticals, $10 
million worth of cotton, $12 million of steel, and we issue authoriza- 
tions to buy that. The countr y is proceeding on the best information 
that it has available as to the requirements for these items, but, as the 
import license requests come in from the individual merchants who 
have to do the purchasing on this, it may turn out that $2.5 million 
will meet the pharmac eutical requirements but $10.5 million is neces- 
sary to meet the cotton requirements. Under the system we have, 
therefore, it is necessary for us to cancel out the $3 million pharma, 
ceutical procurement authorization and issue a new one for $2.5 mil- 
lion. This technically is recorded on the books as a deobligation. 
Likewise, the cotton transaction has to be adjusted. All this is is ad- 
justing within individual commodity import categories within a total 
import requirement in a country, and it is not any indication of poor 
planning at all. 

Mr. Passman. It m: iy not be; but it was testified to earlier that on 
one account where you deobligate «1 $19 million you used this money to 
a very large extent to start new projects that ‘had not been justified 
before or authorized by the Congress. 

Mr. Mureny. That was technical cooperation, Mr. Chairman, 
which is all project assistance. 

Mr. Passman. You stated that one category was technical aid. Let 
us see what has happened here. Let us just ti ake three programs under 
discussion at this time, where you transferred funds out of the con- 
tingency fund into these programs. 

In the fiscal year 1956 you deobligated $157,652,000. 

In the fiscal year 1957 you deobligated $104,800,000. 

In the fiscal year 1958 you de oblig: ated $141,686,000. 

In the fiscal year 1959 you deobligated $147,984,000. 

In the fiscal year 1960 through Febru: ary alone you had deobligated 
$81,089,000. The committee would expect you to make some defense 
of it. It is only natural that you would; but it follows, nevertheless, 
that if these programs and projects had been fairly and conclusively 
gone into, it would not have been necessary to look at a picture such 
as this. 

UNOBLIGATED BALANCES 


Now, please inform this committee as to the amounts of firm un- 
obligated balances. 

How much did you have unobligated in defense support as of Feb- 
ruary 28? 

Mr. Mosster. I have it as of March 31. 


Mr. Passman. Take it for February, as you have February here. 


We shall return to your later figures. 


= 


the 


call 


Oa ta ta — 


rus 





bet tat hast bat ba ba 


reg 
Pre 


you 


app 


tin 


tad tat bast bo be bt 


por 
add 


ano 


mac 





ght 


ain 


the 


r0- 
try 
$10 
1za- 
ion 
the 
vho 
‘ion 
ces- 
ive, 
ma- 
nil- 
ion. 
ad- 
tal 
oor 


, ON 
y to 
fied 


1an, 


Let 
der 
on- 


ted 
nse 
ess, 
rely 
uch 


un- 


‘eb- 


ere. 


2163 


Mr. Mosster. I thought I had the February report, but I brought 
the latest one. 

Mr. Passman. You have the other information on February. Please 
call the office and let us get it. It is important to keep it in continuity. 

( Brief recess. ) 

Mr. Passman. Do you have those figures now, sir? 

Mr. Mosster. Yes, sir. 

Mr. Passman. We shall consider them by category. 

On Defense Support what was the unobligated amount in Feb- 
ruary ¢ 

Mr. Mosster. $248.3 million. 

Mr. PassMan. Special assistance ? 

Mr. Mosster. $122,243,000. 

Mr. Passman. Technical cooperation ? 

Mr. Mossrier. $90,459,000. 

Mr. Passman. When did your funds become available from the 
regular mutual security appropriation last year / 

Mr. Beit. The appropriation bill was passed on September 15. The 
President signed it September 28. 

Mr. Passan. Shortly thereafter, as soon as you could arrange it, 
you were in position to start allocating funds from the regul: Wr 
appropr lation ¢ 

Mr. Beti. That is correct. 


ALLOCATION TO DEFENSE SUPPORT 


Mr. Passman. On what date did you transfer out of the contingency 
fund, or did you allocate from the contingency fund, over to defense 
support ¢ 

Mr. Betx. The first allocation or approval of programs was on 
November 5. 

Mr. Passman. On what date did you allocate your regular defense 
support, your first allocation to the programs 4 

Mr. Bex. The same. 

Mr. PassmMan. You used the contingency, and you allocated from 
the contingency fund at the time you allocated for the regular defense 
support ¢ 

Mr, Betu. Yes, sir. 

Mr. Passman. How much ? 

Mr. Breit. As TI pointed out in my statement, the amount of con- 
tingency fund added to the “Defense support” appropriation—— 

Mr. Passman. Would you mind, transferred over, how much ? 

Mr. Bei. $45,473,000. 

Mr. Passman. At a subsequent date did you transfer any ? 

Mr. Bet. Yes, sir. 

Mr. Passman. At what dates? 

Mr. Beti. Again in December we added $7.9 million to defense sup- 
port, and in January we added another $5.1 million. In February we 
added another $9 million and in late April or early May we added 
another $8.5 million. 

Mr. Passman. But I believe you stated your largest allocation was 
made the same day you allocated regular funds; is that correct ? 

Mr. Bert. That is correct. 
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Mr. PassmMan. Even so, you allocated also in December and Janu: wry 
and February, notwithst: anding the fact that on I ‘ebruary 28 you still 
had unobligated $248.368.000 

Mr. Bewn. That is correct. 


ALLOCATIONS TO SPECIAL ASSISTANCE 


Mr. Passman. Let us move in now to special assistance. When did 
you make your first allocation out of the contingency fund to special 
assistance / 

Mr. Bett. This was in January. 

Mr. Passman. How much ? 

Mr. Beit. The amount allocated is reported at the end of Janu- 
ary as $14,703,000; $3 million more was added in March, another $1.4 
million added in April, another $6.798 million in May. 

Mr. Passman. At the end of February when you transferred 
$14,703,000 out of the contingency funds you still had in special as- 
sistance unobligated $199.945 0004 


Mr. Bet. That is correct. 
ALLOCATIONS TO TECHNICAL COOPERATION 


Mr. Passman. Let us L0 into technical assistance, Even though 
you canceled it, when did you allocate out of contingency to technical 
nid? 

Mr. Betz. That was in January. 

Mr. Passman. In January was when you transferred 

Mr. Bein, $1.732 million. 

Mr. Passman. $1.732 million ? 

Mr. Bet. Ven and another $100,000 in February. 

Mr. PAssman. Even so, you had on hand of the original TA allo- 
cation on February 28, $90,459,000 unobligated / 

Mr. Benxi. Unobligated, that is correct. 

Mr. Passman. I think the statement speaks for itself. It indicates 
this committee’s recommendation has very little bearing downtown. 


UNOBLIGATED BALANCES IN CONTINGENCY FUND 


W he at do you he ave in the contingel he y fund as of this time unobli- 
cated, the very latest date’ We are programed until L975. We want 
spec ifie: ally the unob lig: ited. 

Mr. Mossier. $114.8 million. 

Mr. Passman. You had S114.800,000 in the contingency unobli- 
vated as of what date / 

Mr. Mosster. This was as of April 30. 

Mr. Passman. In the contingency? You still have 3114,800,000 
unobligated 4 

Mr. Mosster. Yes; as opposed to $18.9 million unprograined, 

Mr. Forp. What was the figure? 

Mr. Passman. $114,800,000. 

Mr. Forp. Out of $155 million ? 

Mr. Passman. Yes. Are you sure that is an April figure? 
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Mr. Mosster. Yes. I would like to add something here for the 
ord. I should make a distinction here between unobligated and 
programed, 
Mr. Passman. I wish you would not go into program, because I just 
lied that we progr: amed in many projects through 1975. 
Mr. Murpnuy. Nevertheless, when you sit down to make a determi- 
tion as to whether or not to go ahead with something, vou have to 
nark the funds. We ‘all that practic e, programing. 
Mr. Passman. Practice ccaeineiael 
Mr. Murruy. We call that practice, programing. The fact of the 
iter is unobligated balances on February 28 or any other date are 
pletely Inconsequential and irrelevant with reg: ard to the program- 
status of the fund. 
Mr. Passwan. Nevertheless, you had that amount of money unobli- 
itecl. 
What do you anticipate as an unobligated balance on June 30 in this 
dl? We shall follow through on the other. This is unobligated. 
Mr. Benn. I will say as of the moment we would anticipate obliga- 
n of all of the amount which has been approved, $156.6 million, 


ANTICIPATED OBLIGATIONS 


Mr. Passaan. Tell us how you are going to obligate the remainder 
these funds in the last 60 days. That is when we get into your pro- 
maming. We want to know how you are going to allocate the $114 
llion. . 

Mr. Benn. Mar. Murphy thinks I misunderstood your question. Did 
wask how much would be obligated or unobligated / 

Mr. Passman. I first asked how much would be unobligated on June 

That is a superfluous question because it is quite obvious you will 

ocate it to some aceount: but let us find out how you are coing to 
locate the $114,800,000 that you now have unob ligated. To what 

erams are vou : alloc: ating ¢ 

\ir. Mosster. Those have already been programed. 


AMOUNTS PROGRAMED BY COUNTRY 


Mr. PassMan. What programs are they? 

Mr. Bevx. I can tell you the programs that are involved. We go 
wn by categories, by country. In Greece, $5 million. 

Mr. Passman. Those are not classified figures, are they ? 

Mr. Beit. Iam not sure. 

Mr. Mt reuy. I have a table here which indicates those which are 

lassified. 

Mr, Passman. If you are going to put them behind a classification 
vreen, state for the record why the vy arec ‘lasstified. 

Mr. Beir. One, the de fense support program. 

— Mr. PassMAn. We are not going to refer to the country, then. Give 

“Defense support.” When you get to the classified portion, let me 

lp you identify it so I can understand it; we will never be able to 

ommit all of this to memory. 
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Mr. Bewu. The first country, not classified, is Greece; $5 million 
approved for addition to the defense support program, of which 
of April 30, $1.5 million had been obligated. 

Tran: $16.2 million had been programed, and $16.2 million had bee; | Mr. B 
obligated. t starte 
Taiwan : $10.6 had been programed ; none had yet been obligated. nll on 

Korea: $11.2 million had been approved for programing; $1.1 mil. nillion | 
lion had been obligated. 

Laos: $14.4 million had been approved for programing; $7 1 million | 
had been obligated. im 

In Thailand, $2.1 million had been approved for programing, of ther 
which $0.6 million had been obligated. Then we come to a classified | The am 
country. Mr. | 





‘ as} 


Mr. Passman. Put here country 1-B. What is the amount ? ment, 01 
Mr. Be.u. $4 million approved for programing. Mr. J 
Mr. Passman. Country 2-C, how much ? Mr. 1] 
Mr. Bett. That was the only country in “Defense support,” just this Mr. J 
one for $4 million. That completes “1 defense support. Mr. | 
On “Special assistance” the first country is classified. as the 


Mr. Passman. 8-C. Mr. 
Mr. Bei. $3 million programed, and the data we only have as of os 
the end of March which showed a half-million dollars had been) “™! 


obligated. Mr. 
Mr. Passman. Out of $3 million ? — 
Mr. Betu. Yes. The next country is Iceland, where $3 million had | Mr. 

been progr: amed and $2.3 million obligated. Lanes, " 
The next country is s Guinea, where $1,100,000 is approved for pro- | aes 

graming ; nothing yet obligated. - ee 
Liberia: $1.5 million approved; nothing yet obligated. ihe Tur 
Morocco: $1.5 million approved ; $1.5 million obligated. Mr. 
Israel : $7.5 million approved ; $7.5 million obligated. —— 


United Arab Republic: $0.5 million, of which as of March 31, Mir 
$300,000 obligated. or 


West Indies: $0.5 million; none yet obligated. yet ob! 
Then disaster relief, worldwide, that is the account that the various , eo p 
ambassadors have for meeting emergencies. That is $180,000 approved 
for programing, $130,000 obligated. = 
Forty thousand dollars was approved for disaster relief in Peru Mr. 
and we have not yet gotten an accounting on the obligation there; Mr. 
$300,000 for disaster relief in Brazil, all obligated. pome 
actual 

OBLIGATION FOR INSPECTOR GENERAL Mr. 

kind « 

There are two other accounts in nonmilitary: $100,000 for the in Mr. 
spector general, all of which is obligated. obliga 
Mr. Passman. $100,000 for the inspector general ? and tl 
Mr. Betu. Yes, sir. Mr. 
Mr. Passman. For what purpose? Mr. 
Mr. Betz. Administrative expenses. Mr. 
Mr. Passman. Out of the contingency fund ? pe 
or e) 


emer 
put t! 
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WORLD REFUGEE YEAR SPECIAL PROGRAM 


Mr. Bett. This was done from the contingency fund at first to get 
S > 


‘it started until we knew what the programs were going to be; $3.4 


dl. 
1 mil. 


nillion| 


ng, of 
ssified | 


st this 


» as of 


L been 


mn had | 


ir" pro- 


ch 31, 


‘ATIOUS , 
proved 


. Peru 
there; 


the in- 


nillion for the World Refugee Year special program, of which $3.2 
nillion had been obligated. 


MILITARY PROGRAM ADDED 


There were four military programs added, of which one is classified. 
The amounts approved for the classified country were $15.679 million. 

Mr. PassMAN. Would you know whether that is new, modern equip- 
ment, or Whether it is coming out of surplus ¢ 

Mr. Bet. It is equipping infantry battalions. 

Mr. PassMaAn. Is the equipment coming out of excess stocks 

Mr. Bein. Not the latest kinds of weapons. I have no idea myself. 

Mr. Passman. It is classified, and should not be on the record as far 
as the amount? 

Mr. Bet. No; it should not. The amounts in the other three 
countries are also classified, although I can ident ify the countries 
and will be glad to tell you off the record what the amounts are. 

Mr. PassMan. Give us the amounts. You may take them off the 
record. 

Mr. Bett. The three other countries involved were Saudi Arabia, 
Laos, and Ecuador. The amounts, which are classified, were ———— 
inthe case of Saudi Arabia, ———— in the case of Laos, and — in 
the case of Ecuador. As far as these military accounts are concerned, 
the funds have not yet been obligated. 

Mr. PassMAN. What is the total amount in military, as of this date, 
not obligated / 

Mr. Beii. $31.247 million has been approved. 

Mr. Passman. I am talking about the military now, the part not 
yet obligated that you have transferred out of contingency to military. 
You programed it, but it is not yet obligated. 

Mr. Bett. The total is the total amount, $31.247 million. 

Mr. Passman. That is programed but not yet obligated ¢ 

Mr. Ben. That is correct. 

Mr. PassMAn. On many of these categories where you have pro- 
gramed, you are waiting for the projects to be firmed up before you 
actually obligate the funds to the projects ? 

Mr. Bei. The process of obligation, of course, will vary with the 
kind of program. 

Mr. Passman. Is that the purpose of waiting to obligate the un- 
obligated funds out of contingency, for the programs to be firmed up 
and the justifications submitted ? 

Mr. Bet. No, sir; that is not the reason. 

Mr. Passman. What is the reason ? 

Mr. Bretu. I think the reason for the rate of obligation is to be 
found in looking at a total program. I would make a distinction, 
for example, between the rate of obligation you would expect on an 
emergency case like the Agadir earthquake in Morocco where you 
put the money out. 
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Mr. Passman. You and I always are going to be courteous with 
each other. Deal specifically vith the large sums you have on hand 
which you have not yet leetad. Earthquake, ves: famines, yes, 
That is a relatively small portion. Let us get into the very large 
amounts, because you have $112 million unobligated. Yemen, Iceland. 
Guinea, Liberia, Morocco, Israel, UAR, West. Indies—we want to 
know whether if these programs have not actually been firmed up 
as of June 30, to where there is economie justifie ation, would vor 
obligate the funds anyway 4 

Mr. Bevi. I would hope not. 

Mr. Passman. You have said already that there was a zero esti- 
mate on June 30 out of this contingency fund. You told us where 
you were going to allocate these unobligated funds of $112 millio: 
in this short notice of 60 days, but you have no way of establishing 
the economic Justification of these programs for wh ich you have not 
yet obligated funds. What are you going to do with the money? 

Mr. Bevin. Let me take one of the cases vou mentioned and dliscuss 
it, the case of Yemen. We approve for programing purposes an allo 
cation of contingency money. We regard this as a necessary pree- 
edent to permitting our people to negotiate specific agreements with 
the country. Tl) ley have to know that mone V Is avi ailable or they get 
in lots of trouble. 

Mr. Passman. You do that in all your programs ? 

Mr. Beuu. Yes. 

Mr. Passman. You know, Mr. Bell, you have he . about SO percent 
of the total program of the contingency fund unobligated as of that 
date. You have programmed, but you have not yet put $112,800,000 of 
this contingency intoa firm obligation. 

Mr. Bex. That is correct. 


CONTINGENCY FUND USED TO NULLIFY RECOMMENDATIONS OF COMMITTE! 


Mr. Passman. I have a very high regard for you, and T would ex- 
pect vou to make a defense of it. However, I think the record is clea 
that you were using a good part of this BF oy scl fund to nullify 
the recommendations of this committee and the C ongress. You show 
here that you deobligated $81,089,000 out of the very funds into which 
vou transferred the contingency. 

When vou go into these items, you find every one of these n: ations 
is already the recipient of large sums of money out of other appropria- 
tions and the overall mutual security program. 

Mr. Bet. If I may answer your point 

Mr. Passman. IT want you to, but first give us a ee to that. 
Is not practically every one of these countries to which you are al- 
locating funds, and where you expect to obligate funds, already re 
ceiving much larger grants and loans and help out of the other appro- 


yriations ? 
"he Bei. It is certainly true that in defense support, which is over 
half of this fund, the countries involved are receiving much larger 


amounts than these from the defense support appropr lations. 

I would like to say I think the question of whether we are using 
the contingeney fund to nullify the will of the Congress—T would 
areue, Mr. Chairman, we are using the contingency fund for pre- 
cisely what Congress gave it to us for. 
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Mr. Passman. You have already stated, Mr. Bell, that on the same 
di wy Vou thik ide your allocations in these accounts here, when the mone y 
became available and you allocated out of the regular appropriation, 
you allocated out of the conti ngeney fund. 

Then later in the year you deoblig: ited SS1 million. That is in the 
record. We cannot ti ike it out of the record. 

Mr. Bextit. I would not want to. 

Mr. Passmanx. You do not wait to see whether or not there is a 
“1 for it. You allocate the very same cay the money hecomes avail 
e. To me, that is an affront to this committee and the House of 
Representatives. You absolutely—you may not want to use the word, 
but it is my way of describing it—nullify, the minute the money 
cane mto your possession, the cuts made in several Rae cage 


hit 
1,] 
ti 


We find out 60 days ane the end of the fiscal ye: at vou have 
S112 million unobligated, but you plan to use it: it is progr ae but 
unobli@ated. Now you are eon & to try to get ric ot all of t in the 


next 60 days, and have a zero ba lance in unobligated funds on cee 30, 


You take all the time vou need. Put what you want i] the record, 
because I do not think if you had 2 weeks, you could satisfactorily 
explain what you have pul into the record this morning’ as to what 
you have been doing. 

We should like for you to take all the time you need, and el Mr. 
Murphy to help you. Tf you can successfully explain away what has 
happened here, then I certainly think vou should have an opportunity. 

Mr. Benn. If I m: LV cle lress Invse If first to oo of deob ligva- 
ap vou mentioned, which have been put nto the cord, I think 

Murphy did point out that this implication that the deobligation 
aa reobligation of the mnioney implied that the money was excess is an 
fe interpretation. 

Mr. Passman. I did not say excess. I said you did not have firm 
plat nine. Otherwise, vou would not have had these fantastic sums 
to deobligate in a matter of weeks after you had transferred out of the 
emergency fund over to this fund. 


Mr. Benn. Very well, I .P ypreciate the correction. If I may say it 
differently, then, I think Mr. Murphy did explain the deobligation- 
reobligation process here was prim arily the result of an accounting 
process designed tO pe rmnit specific identifie: on of the particular 


- ds of commodities which would be inclu iets in the import program. 

It does not establish at all that there was not a need for an import 
program of that magnitude. The process was sin 'P ily to keep the 
record straight as to precisely what was imported within that magni 
tude. 


DEOBLIGATIONS NECESSITATED BY OVERPROGRAMING 


Mr. Passman. Could it be that they overprogr: amed, that. they set 
aside too much money for a specific purpose, and ; ned to deobligate it 4 

Mr. Benxi. It is quite possible that In estimating tl he composition of 
an Import progr: un there may hs ave bee i errors in assumptions as to 
What part would be within one category of commodity and what part 
in another 

Since this depends, as Mr. Murphy pointe i out, on what the demand 
turns out to be on the imports, that is the problem. You do have a 
basis for ealeulation in the first instance as to what the foreign ex 
change availabilities are likely to be. 
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WHEAT PROGRAM FOR YEMEN 


Mr. Passman. We have uncovered 100 or 150 instances during the 
hearings this year, the most recent one being last night relative to 
au Wheat program for Yemen to meet a famine. So, right out of a 
blanket guess they set aside $500,000 to pay the transportation, not 
from America to Yemen, but after the wheat arrived in Yemen; 
S500.000 contractual service to distribute that wheat to the poor people 
because of this famine. 

The wheat has been distributed, the program 1s close d. The V spent 
on ly $300,000, and the “y have this little hangover of $200,000, which j 1s 
10 percent of the amount they set up. If we had the time to go into 
these matters, I think we could pinpoint maybe hundreds of instances 
throughout the program where they always set up as an obligation far 
in excess of the amount needed to finance the program. That was the 
most recent one last night, just standing out by itself, $200,000 of 
$500,000 to pay for distributing wheat after it arrived there. This 
was last fall. 

Proceed, p'eas 

Mr. Benn. Thank you, Mr. Chairman. I am sure in making these 
estimates we will fre que nitly make mistakes. I am certain you would 
agree that trying to estimate what anything would cost in a place like 
Yemen isan imprecise exercise, to begin with. 

Mr. Passuan. The trouble is they did not deobligate the $200,000, 
and let it lapse. It will stand out there and maybe one day they will 
slip it in for a Lebanon wirport or son ething like that, and we shall 
find it, maybe, 5 ears later on an Inspect on trip. 

Mr. Bern. With reference to the qenetion of whether the program 
has been deobligated or not, T think again one has to make a distine- 
tion between what is done at the time we approve the funds for pro- 
graming and what follows. 

In the case of Greece, for example, where along about January we 
ap yproved a n additional $5 million, we were convinced that the dete- 
rioration in the Greek economy required at least that amount to be 
added to the program. 

Mr. Passman. Do you think they would have fallen if they had 
not rece “a dthis¢ 

Mr. Bett. We think their defense performance would have de- 
clined seriously. 

Mr. Passman. Do you not think these holes have been in the ground 
ever since we have had a world, and that long after they place us 6 feet 
under, the same kind of problems will exist ? 

If we tried to be everything to everybody everywhere, we are going 
to get into trouble; are we not ? 

Mr. Beui. I would be the last to argue that we can make every 
economy in the world self-sustaining. 

Mr. Passman. That is what we are trying to do, but I am glad you 
understand me. 

Mr. Bevu. In Greece we are up against a Greek inability to maintain 
an essential NATO defense element without help. We provide im- 
ports, which will produce counterpart to finance the military budget 
in the country. 
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TOTAL PROGRAM FOR GREECE 


Mr. PassMan. What is the total allocated to Greece last year, before 
they got this $5 million? All categories ? 

Mr. Murreuy. Did you say last year? 

Mr. PassMANn. Fiscal 1960. 

Mr. Bey. $20 million was approved for defense support. 

Mr. Passman. Let us pin this down. Let us find out what you had 
to the credit of Greece unliquidated, for the entire year, all categories. 
Give us the total. 

Mr. Mosster. In 19597 

Mr. PassmMan. Fiscal 1960. What was the cumulative total through 
1959 ¢ 

Mr. Murruy. We do not have our geographic books here. 

Mr. Passman. We will help you. Cumulative through 1959 was 
$931,144,000, I believe. If you get into military, if it is not classified, 
you had $907,390,000. In 1960 the military is estimated at $48,313,000. 

Economic assistance, $25,700,000. Do your figures agree with 
mine? 

Mr. Mossier. I do not have the cumulative figures. 

Mr. Passman. Would you care to look at this book and see if you 
ean verify what I just read into the record? Add $25 million eco- 
nomic assistance on top of that: 1s that correct ? 

Mr. Betx. To the unliquidated balance at the end of- 

Mr. Passman. In addition to the figures we just read into the ree- 
ord, would you add $25 million economic assistance on top of that ? 

Mr. Mossirr. No, sir; I do not believe I would if I followed you, 
because that is included in the $25,700,000 figure which you showed 
for economic assistance previously. 

Ir. Passman. What do you have as the last known figure unliqui- 
dated to the credit of Greece? You estimate that as of June 30 you 
will still have unliquidated to be spent in Greece $14,709,000. 

Mr. Murrny. If that is what the book says. 

Mr. Passman. Verify it, because I know and you know the case has 
been made that you are merely trying to liquidate that fund. 

Mr. Mureny. June 30, 1959? 

Mr. Passman. 1960. 

Mr. Murriry. $17 million-plus. 

Mr. Passman. Is it not true that that is $3,254,000 more than you 
had unliquidated on June 30, 1959? 

Mr. Murprry. I did not make the calculation. It looks like 3 
million 

Mr. Mossier. The reason for that, of course, is the increase in new 
obligational authority. 

Mr. Passwan. All of this is without the $5 million ? 

Mr. Mosster. This includes the $5 million from the contingency 
fund, 

Mr. Passman. You have the unliquidated amount, and by this act 
you will wind up with a larger unliquidated balance this year than 
last year; is that correct ? 

Mr. Mossirr. That is normal. 

Mr. PassmMan. You wind up every year increasing the program. 

Mr. Mosster. When they have increased obligational authority. 











Mr. PassmMANn. If you are providing more money than needed 
wry on anormal program, it would build. 

ay Mosster. Although it does build, the pipeline does not go up 
by the amount of new obligational authority, which does show that 
the country is digesting the new amount. 

Mr. Passman. When you wind up at the end of the year with an 
unliquidated balance in favor of a country, it means you are providing 
more funds than necessary to continue the program on an average 
basis. Wedo not agree on everything. 


MILITARY PROGRAM FOR 


Last year you did not request any military assistance funds for 

The total miulit: ary assistance request was reduced by S500 

million. Yet I note that in) addition to an allocation from the con- 

tingency fund you apparently managed to finance a program out 
of military assistance funds. Isthat correct ? 


Even though you did not justify any funds out of military assistance 


for last year, and we concede that the President had the 
right out of this contingency, if he saw fit, to transfer to military, and 
he did, in the amount of , but somehow you found out of 
the military assistance program for that you did not justify 


before the committee. 

Mr. Betxi. That appears to be the case. 

Mr. PassMAN. Sir? 

Mr. Beit. That appears to be the case. 

Mr. Passman. I thank you, Mr. Bell. You are always just as 
forthright as you can be. 


SUPPLEMENTAL MILITARY ASSISTANCE FUNDS FOR LAOS 


Last year you requested $5,560,000 for military assistance for Laos 
and apparently supplemented that amount with additional military 
assistance funds of $1,694,000; is that correct ? 

Mr. Bet. We supplemented the Lao program with 

Mr. Passman. I am talking about military assistance now. 

Mr. Bruu. Yes, sir; we supplemented it with $5,463,000. 

Mr. PassmMan. cask year you requested $5,336,000 for military as- 
sistance for Laos and apparently supplemented that amount with an 
additional military assistance sum of $1,694,000, 

We are staying out of contingencies. We are dealing strictly with 
the other. You actu: ally allocated more to that country than you jus- 
tified in the committee; did you not ¢ 

Mr. Beit. Ido not have the book here. 

Mr. Passman. Mr. Murphy, would you like to assist us on it? 

Mr. Merruy. It does appear, Mr. Chairman, not having last year’s 
book here, I am having a little difficulty because I cannot make the 
comparison, but could you give me that again; what you said was last 
year’s program figure ? 

Mr. Passman. You requested $5,336,000, but you allocated $1,694,000 
in excess of the amount for whic h you testified or justified, 

Mr. Murrny. Yes, sir; that is correct, Mr. Chairman. 
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Mr. Passman. Then you say that you got less money than you 


needed in the military. You had nine places that give it, and didn’t 


ven justify it. 
Mr. Murreuy. That is an indication the requirements in Laos were 


greater than we anticipated when we were before you last year. 


Mr. Passman. You have to have an excuse for it. 

Mr. Murpny. It is not an excuse. 

Mr. Passman. Why was it necessary to supplement the $7,050,000 
with funds from the contingency fund? 

Mr. Betu. In Laos? 

Mr. Passman. Yes, sir. 

Mr. Beit. The reason for this is to be found in the fact of the 


wilitary events there in the fall, which caused great concern to the 


U.S. Government. The decision was reached to increase the force 
levels - and to increase the auto-defense forces —_——. This was 
imatter which was considered at the highest level, including the Sec- 
retary of State, Joint Chiefs of Staff, head of the Central Intelligence 
Agency, and the decision was it was necessary to do this, if you did 
ot want to risk their becoming prisoners of the Chinese Communists. 

Mr. Passman. Let us follow this, if you will. Read your own 
words. 

Mr. Bett. You did have a military change there. 

Mr. Passman. I am sure you did, but it seems that this would be a 
orrect statement : 

Additional funds in addition to those previously planned were required to 
support the civil budget and to finance the continuation of economic projects. 

Mr. Mureiy. That is under defense support, Mr, Chairman, not 
military. 

Mr. Passman. That is correct; is it not ? 

Mr. Bett. That is correct. We provided both military assistance 
ud economic assistance in additional amounts to Laos. 

Mr. Passman. Gentlemen, this thing is so loose; certainly you have 
the authority to do this; but you just do not follow the justifications 
rou use When you appear before the committee. 

és Bei. There is no way we can make the situation stay constant, 
Mr, Chairman. 

Mr. Passman. We do it in America on appropriations we make 
here. If we operated our own Government and domestic agencies as 
loose as you operate this program, in all probability it would take 
8200 billion a year. 

Mr. Murpny. I remember a war breaking out on December 7, 1941, 
ind I would venture a guess that the Defense Department did not 
live within their appropriation that the Congress had made for that 
year. [remember one breaking out in Korea in 1950. 

Mr. Passman. They came up and requested authority to spend 
nore money, Mr. Murphy. 

Mr. Mureny. They also have some flexibility in their accounts, Mr. 
Chairman. The fact is there was an engagement in Laos, a militar Vv 
action which could not possibly have been forseen by the Executive 
last summer. 

That necessitated use of additional funds. 
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Mr. Passman. I do not. believe you would like to make your entire 
pitch on Laos. This spread throughout the entire program through- 
out the world. You have your statement in the record. 


ALLOCATION TO IRAN 


The allocation of $16.2 million to Iran was primarily for budget 
support : was it not ? 

Mr. Bet. Yes, sir: it was primarily for the support of the military 
budget in Tran. 

Mr. Passman. You have two separate budgets in Iran, or is this a 
package ? 

Mr. Berti. They have two. The military budget in Tran is kept 
quite separately from the regular budget. 

Mr. Passman. And by supporting the military budget, it made 
available more of Iran’s resources in its civil budget ? 

Mr. Bex. Certainly that would have to be true. 

Mr. Passman. I thought you would like to agree to that statement. 


ADDITIONAL DEFENSE SUPPORT FOR LAOS 


The additional $14.4 million made available for defense support for 
Taos increased the oma total to $32,400,000. How much was in the 
form of a cash erant to Li 

Mr. Bett. All the eatin money would have been such. 

Mr. Mosster. The cash grant for Laos in 1960 is $26,400,000, 


ALLOCATION TO THAILAND 


Mr. Passmrayn. I note that we provided $2.073.000 to Thailand from 
the contingency fund 

Mr. Betui. Yes, sir. 

Mer. Passaran How do vou reconcile your classified statement with 

he definition of the purpose of the contingency fund ? 

After you answer that, will you tell us why it is classified ? 

Mr. Betz. This requires reconciling the statement with the purpose 
of the contingency fund. I think the purpose of the contingency 
fund is set forth in the act, to let the President provide assistance 
when he thinks it is in the interest of security of the United States to 
doso Off the record 

(Disenssion off the record.) 

Mr. Brin. They do have a country which has a policy of this sort. 
Off the record. 

(Diseussion off the record.) 


Mr. Passman. And on that basis, you made your allocation. Of | 


the record. 
(Discussion off the record.) 
Mr. Berxu. That is right. 
Mr. Passman. Now, it goes in behind a classified 1: ibel ; does it not! 


Mr. Brix. Some of this would certainly have to be classified. 


Mr. Passman. It should be made secret, to be frank with you. 
Tf there are many secrets about the program, T do not know about it. 
T keep a lot of things secret, but T get much information out of the 


ne\ 


as 
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entire newspapers. What I am not allowed to tell I read in the papers, so 
ough- as it comecides—— 
Mr. Beix. This happens to us all. 
Mr. Passman. It does, so it coincides with what is secret. I am 
satisfied. 
NULLIFICATION OF ACTION OF CONGRESS 


udget 

F Now, Mr. Bell, does not this allocation nullify the action of Con- 
litary gress in reducing the defense support appropriation 4 

Mr. Betxi. No, sir; I do not believe it nullifies the action of the 
this a Congress. I think that the Congress, when it acted on this bill and 

when it acted—— 
+ kept Mr. Passman. The appropriation or the authorization bill? 
Mr. Bet. I am talking about the appropriatian, sir. At the time 

made you acted on this appropriation we had been through last year almost 


the same kind of discussion. I said at that time, if I remember ac- 
curately, and | think it is in the hearings, that we regarded this fund 

ment, as avail: able to supplement the amounts appropr lated. 
Mr. Passman. But if we had difference of opinions, you ignored our 
recommendations, and the same day you received the money in some 
instances; then you took the contingency to offset some of the cuts 


rt for that Congress made. 
In the Mr. Bevu. I would say if the comm \ittee, having heard this testi 
MiONY as it cid, clit d having appropri ite “i the full amount of the appro 
) priation requested, not having recorded in either its report or | 
, legislation any injunction not to do so, that we could hardly be charged 
with having ignored it. 
Mr. Passman. Is that what you want, just a blank check, or do you 
— want this Appropr lations Con imittee to function aus the Coneress 
and the people Wwe rep resent inten | it to do: to familiarize ourselves 
with these programs and details and spend months fortifying our 
with selves in order to make our rece mmendation, and we vO to the floor 
where you have a substantial majority of 457 members supporting 
us—wouldn’t you think that would be sufficient reason for you people 
Lr pose downtown to at ote to some extent follow our reconunel " itions ? 
cency | Mr. Bett. ms airman, I would be the last one in thi country, 
stance | I think, to are e that an Appropriations ( eevee process Is either 
tes to ae or gg AEST sy I think it is a healthy and necessary 
hing. 


| Mr. Passman. You think it isa necessary thing? 
Mr. Beti. Yes, sir. 
Mr. Passman. Iam glad you admit it. 


3 Sort. 
| A lot of them do not. Mr. Bell. 


of | Mr. Beux. I think it is, and I think it enforces a discipline that is 
| most useful. 
Mr. Passman. I do not mind telling you there is no personal offense, 
but I dislike the actions of the executive branch to nullify our recom- 
t not! mendations, in part the very day that we make this money available 
1 in this account. ; 
ae We have had hie Mr. Bell, before this committee, at least 
nk one, who said, “I did not read your report.” We believe that you, 
f the being an able man, have read the report. 


Mr. Betz. I did read the report, Mr. Chairman. 


53909—60—pt. 2 56 
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Mr. Passman. Lam glad that youdid. Many did not. 

Mr. Bein. Lalso read the testimony. 

Mr. Passman. You go by what this Congress, in its wisdom, 
recommends. 

Mr. Betn. That is right. 

Mr. Passman. Nevertheless, you nullify the recommendations and 
actions of this committee and the House of Representatives. We ran 
into a little item Jast night which appeared specifically in our report 
and on which the House supported us. You wanted to start one of 
these little baby DLF’s, and we specifically requested that you not 
do so. You went right ahead and allocated money. This year we 
might have to handle it some other w ay. 

Mr. Bex. I would like to say again, if I may, Mr, Chairman, that 
on the question of whether or not the views of the Appropriations 
Committee were or were not ignored in this context 

Mr. Passman. What, in order 

Mr. Bett. With regard to the quest ion of whether they were or not 
ignored in the context of the contingency fund I think it is fair to 
say as I said before that when the Ap ypropriations Committee 
enacts the amount requested on the basis of the testimony that we gave, 
which clearly said that we regarded this fund as available for these 
purposes ~ 

Mr. Passman. You did not specify the purposes for which you 
would use this money, 

Mr. Beiti. We specified the kinds of purposes and the kinds of cir- 
cumstances, Mr. Chairman. 

Mr. Passman. And you started new programs out of it, and the 
fact follows that you have $112 million of contingency funds on hand 
unobligated as of ‘this time. 

Mr. Bett. That is true. 

Mr. Passman. Which is about 80 percent of the total; but you have 
it programed, and you are going to run it in behind a screen and call 
it obligated. 

You have already said it would be a zero unobligated balance. 

Mr. Bein. My point, sir, if I may, is confined to this question : The 
committee heard testimony on how we used this money, it appro- 
priated the full amount of money that was requested. It placed no 
Injunction on its use, which said you shall not do this or shall not do 
that with it. 

I do not think we can be fairly charged with having violated any 
expressed view of this committee. 


INCENTIVE INVESTMENT FUND STARTED DESPITE SPECIFIC COMMITTEE 
DENIAL 
Mr. Passman. Here is one instance, on page 8 of the report last year. 


The committee has specifically denied the $5 million requested for the incen- 
tive investment fund program. 


You started the program; did you not, Mr. Murphy ? 

Mr. Mureny. That had nothing to do with the contingency fund. 

Mr. Passman. I am talking about irregularities from daylight to 
dark throughout the year. 

Mr. Mureny. Mr. Bell is talking 








2177 


Mr. Passman. You let me handle this, Mr. Murphy. Is this one 
instance where you completely ignored the recommendations in the 
House reports ¢ 

Mr. Murpiry. No, sir, it is not. 

Mr. Passman. You do not call that ignoring it. 

Mr. Murrny. No, sir, I do not. 

Mr. Passman. It says: 

The committee has specifically denied the $5 million requested for the incen- 
tive investment fund 
and you went ahead and started the program, did you not? 

Mr. Murruy. Yes, sir. 

Mr. Passman. That is all I want. I do not need anything further. 

Mr. Riropes. Will you yield, Mr. Chairman ? 

Mr. PassMan. Yes. 

Mr. Ruopes. This sort of thing makes it necessary for us to put a 
limitation in the act. We can do it. 

Mr. Passman. We must do it. 

Mr. Bett. May I ask, if I may, I do not know if it is in order or 
not, but I would like to know what particular thing you referred to 
in terms of chicanery. 

Mr. Ruopes. In the report, funds were denied in rather specific 
language. 

Mr. Bett. You are talking about the investment incentive ¢ 

Mr. Ruopes. That is right. 

Mr. Berti. Here is the problem the executive branch faced which is 
not using contingency money but the problem the executive branch 

faced was a question of conflict between Houses of the Congress. 

Mr. Passman. Did the Senate report recommend that you do this? 

Mr. Beix. I do not recall, Mr. Chairman, whether 

Mr. Passman. On what basis, then, did you ignore the House 

Mr. Murruy. I can answer that, Mr. Chairman. The Senate re- 
port was silent. The chairman of the Senate committee was ques- 
tioned about this in the course of the debate on the floor of the Senate. 
He specifically said that the money was available, that his committee 
had reported it out, it was available for this purpose, and the confer- 
ence report which on another item, Mr. Chairman, namely, the Inter- 

nations! Development Advisory Board, was very specific in express- 

ng the agreement of both Houses, w: as complete sly silent. on this point. 

Mr. Passaan. So far as the House is concerned, the Appropriations 
Committee specifically stated that we denied the funds / 

Mr. Murreny. That is right. 

Mr. Passman. Did you check with the House committee as to its 
views on this item after the conference / 

Mr. Murruy. I think the House committee’s feelings were quite 
apparent, Mr. Chairman. 

Mr, Passman. Certainly, but you went ahead anyway ; did you not? 

Mr. Murrnuy. What Mr. Bell is saying, and what I am trying to 
explain here is in the final analysis you examine the thing in the light 
of its total legislative history, not in terms of one particular document. 

Mr. Rnopes. I cannot say you are wrong as far as legislative history 
is concerned. If you wanted to rely on a legal technic ality you had 
every right to do what you did. 
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All I am saying is so far as the tactics are concerned I think they 
were very poor, very ill advised and they are going to force this com- 
mittee to adopt stronger methods than we adopted last year. 


ALLOCATION TO YEMEN 


Mr. Passman. When did the Yemen Government request U.S. aid 
out of this contingency fund ? 

Mr. Bei. The agreement with Yemen was made in December, early 
December. The request preceded that by some months. 

Mr. Passman. December of what year? 

Mr. Betu. 1959. 

Mr. Passman. How did they know that there was money in the 
contingency fund ? 

Mr. Bein. They did not know whether there was any money in any 
fund. They simply requested the United States to give them some 
help. 

Mr. Passman. And we had given them a lot of help before we got 
into this little contingency fund item ? 

Mr. Bett. We had given them a small wheat and flour contract. 

Mr. Murreny. They received some aid under Public Law 480, 

Mr. Betx. 28,000 tons. 

Mr. Mureny. They received aid in terms of distribution in Yemen 
which from the 1959 fund I think totaled $300,000 for the trucking 
contract. 

Mr. Passman. Before you got any of this you had out. of 
special assistance? Your book is classified. It shows the estimate, 
fiscal year 1960, — 

Am I correct ? 

Mr. Mureny. I thought you were talking about how far back this 
went, Mr. Chairman. 

Mr. Passman. I am talking about last year, when you took addi- 
tional funds out of the contingency. 

Mr. Murrery. Last year we took $300,000. 


ALLOCATION TO WEST INDIES AND EASTERN CARIBBEAN 


Mr. Passman. Why was it necessary to allocate $500,000 to the West 
In discs and the eastern Caribbean ? 

Mr. Brix. In the case of the West Indies, which is a special as- 
sistance program, Mr. Chairman—TI will go into the justification for 
it in a second—this program totaled, $3 million, of which $500,000 
was financed out of the contingency fund. This was entirely a new 
program but we we we able out of this special assistance appropriation 
which had been made to meet $214 million of it. 

Mr. Passman. Specifically, this had not been authorized by a com- 
mittee of the Congress ? 

Mr. Betz. No, it had not been authorized. It had not been thought 
of at the time we were in the presentation. 


Mr. Passman. Mr. Bell. we would be in an awful lot of trouble 


in this country if we started projects that had not been authorized. 
You agree with that; do you not? I do not think we do things 
such as that in our own country. Sometimes we wonder why 
tions are made with others. 
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TECHNICAL ASSISTANCE PROGRAM IN UAR 


I note that the UAR received $1,482,000 to resume our technical 
assistance program there. That makes a total allocation of ha 
out of the contingency fund to date. How much has the UAR re- 
ceived from other programs, and have you canceled the contingent 
part of this in its e ntirety ¢ 4 

Mr. Beuu. Yes, si 

Mr. PassMAN. if you have, we don’t need any further answer. 

Mr. Conte? 

NEW AND CONTINUING PROJECTS 


Mr. Contre. I have a question relating to what Mr. Gary brought 
up the other cd: iV On the new pl ‘ojec ts. Some of these hew projects 
are contin uing projects after you start then: with the contingenc ¥ 
fund money, are they not 4 

Mr. Brevi. I suppose it is fair to say that any time you start a pro- 


gram in a country i is some expectation of continuity. It de- 
pends on whether it is a particular project or a technical assistance 
program or what. C ert: tainly a technical assistance program would 
be expected to continue. At the time we make these allocations, of 


course, it Is made plain to the country that the continuation of 
} 


program like all programs is dependent on further c myer ‘ssional ; 
tion. As I said in my statement, I think one has to make a sasdiniak 
each time whether it should be started or wait and the decision there 


depends on how important we think it is to begin and how important 


it ist Oo wnit. 


Some cases we start and some we do not, cd ‘pend he on how we 
SIZa Up the politic requirement or the securaiy requirement that is 
nvolved. In iidicy- ne asap it vou may think you could have waited 
or you may decide your judgment was good. ‘This is somethine we 


ive to weigh in the light of exper lence that follows 

Mr. Contr. Do you show those projects in your justifications this 
year! 

Mr. Bett. Yes, sit 

Mr. Conrr. The new projects ? 

Mr. Beit. They are not only shown this year, but as I mentioned 
in my testimony, we provide, as required by the appropriation act, a 
monthly report which shows every change in every preg um, with a 
narrative explanation of all changes amounting to 5 percent of any 
appropriation account or $1 million, whichever is the smaller. Ail 
changes are in and of course we further describe them in the testi- 
mony as of this time. 

Mr. Gary. Will the gentleman yield ? 

Mr. Conte. I will be glad to yield. 


USE OF CONTINGENCY FUNDS IN NEW PROGRAMS 


Mr. Gary. When you start a new program of that kind under the 
contingency fund during one year and you continue it, or you 
desire to continue it for another year, then you switch that program 
out of the contingency fund over to the proper fund that it would 
come under nor mally , is that correct ? 
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Mr. Brevi. Yes, sir. The contingeney fund, when it is first used 
during the year that you start it, is actu: ly used to provide additional 
money tothe account ‘whe re it woul | properly belong. 

In other words, if you start a special assistance program from con- 
tingency money, you take contingency money and add it to the special 
assistance account. Inthe following vear when vou come up, or if that 
program is proposed for continuation it would appear as an item in the 
special assistance act. 

Mr. Gary. So it is really largely a program for starting new 
projects 4 

Mr. Betx. It is a program for meeting 1 ~ irements which you 
either did not anticipate needed to be met or ich de ‘velop 1 In larger 
magnitudes than you had thought they were. 

Certainly if you are meeting an emergency situation, it does involve 
anew start very often. 


NEW PROGRAMS BEGUN IN 1960 


Mr. Gary. How many new starts did you make ? 

Mr. Bi ia, Af you vill look at the use that has been made this yeal 
the new programs that were undertaken in 1960 that were not con 
templated in 1959 are in “special assistance” and in “technical « 
operation.” In “special assistance” the program for Was hot 
contemplated, the program for Iceland was not contemplated, the 
program for Guinea was not contemplated. We did have a program 
for Liberia of SD00.000, but we had not contemplated the necessit V for 
improving Roberts Field oul there for which a million and a half 
dollars has been obligated from contingency ene: In Moroeco this 
is the earthqu: ike we had not contempl: ated: in Israel we had not pro 
posed any assistance, but the C ongress fe It we should prov ide if any- 
Way, and we of course prov ided that. The augmentation, e Xpansion. 
if you like, of the U.A.LR. program had not been contemplated : the 
West Indies program had not been contemplated, for the CENTO 
Association this had been understood to be a commitment but we were 
not sure whether we would have to finance it in the year or not. 

We had not anticipated we would. It turned out we did. I) 


ti 


Afghanistan we added a project that was not contemplated at the 


time, I do not think you are interested in the disasters in this con- 
nection. 


"UO- 


The technical cooperation program in the U.A.R Wits, a@ain. all 
expansion, but we ended up not financing this from contingency. 


CONTINUING PROJECTS 


Mr. Gary. All of those projects are mn your request for funds for 
1961 under the item of “Special assistance” or “Technical assistance” / 

Mr. Bet. To the extent that they are continuing, yes, sir. 

Mr. Gary. Aven’t all of them continuing? 

Mr. Beit. No: there is no continued program for Iceland proposed: 
there is no continued program proposed for the CENTO Organiza- 
tion of this dimension. 

Mr. Gary. Most of them : are continuing progr: ums ? 

Mr. Bern. If you want to do it mathematically, I suppose roughly 
half of them involve continuing action. 
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INFORMATION NOT IN JUSTIFICATION 


Mr. Passman. Is this true, Mr. Bell, that 1f we get over unde 


“Technical assistance,” where we have maybe 1,500 programs and 


maybe thousands of projects, you can take the deobligated funds and 
initiate new programs not authorized by the Congress, and by the 
time the justification reaches the committee for the following yea 
they have been thrown into a continuing status? Do you know of any 
way that the committee, by following the list of many projects on 
the column in the book as contin ning, would know whether or not 
they had been authorized by the Congress, whether those shown as 
continuing’ are those projec ts that were started out of conting nt de- 
obligated funds, that are over in the continuing category / 

Do we have any way of knowing if we are not told ¢ 

Mr. Bent. I think you would be able to tell in each country or each 
program as a whole 

Mr. Passman. We are talking about individual projects, where you 
may have some particular project not continuing. 

Mr. Brix. If you are talking about projects in technical assistance 
I think it is probab ly beyond the time capacity. 

Mr. Passman. The what ? 

Mr. Beri. Probably beyond the time « — ity of the committee. 

Mir. Passman. So we have no way o knowing whether they are 
authorized projects that are being cen. or whether they are new 
projects being initiated 4 

Would you agree we would have no way of knowing / 

Mr. Bein. I think the only way you would have to know would be 
toask. ; 

Mr. Passman. And we do not have the time to go that far into 
detail. You would agree to that, would you not ? 

Mr. Bern. I think we would obviously have to spend whatever time 
you require on it, Mr. Chairman. 

Mr. Passman. You could not do it in a year’s time. 

I thank you. Inoted Mr. Murphy coming up to your side there. I] 
wonder if he prompted you to change what your normal answer would 
have been 4 

Mr. Murreny. No. I merely wrote a note, Mr. Chairman, that it 
would be possible to determine these by comparing them with the 
previous vear’s book. 

Mr. Passman. I wanted to know whether or not Mr. Bell changed 
his answer on account of vour little consultation with him while I 
was examining him. 

Mr. Bein. No, sir. 

Mr. Passman. Thank vou, gentlemen. 

The committee stands in recess until 1:30 o'clock this afternoon. 
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MUTUAL SECURITY 
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DIVISION, OFFICE OF INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The committee will come to order. 

The next item for consideration will be that of defense support. 

We are pleased to have with us this afternoon the Honorable James 
W. Riddl a rger, Director of the International Cooperation Adminis- 
tration. . Riddlebe reer is one of our able and sincere public offi- 
cials. ite: was formerly one of our Ambassadors. 

I have nothing but admiration and respect for a man with such 
determination as Director Riddleberger has. 

Cert: ainly, it is not to be expected that a person could learn all 
of the details of this vast and complicated program in the relatively 
brief period of time that Ambassador Riddleberger has been directly 
associated with it. Therefore, Mr. Director, we want you to feel at 
complete ease. As this afternoon progresses, you will find that not 
all of the examination is pleasant, but it is all in the interest of trying 
to doa creditable job. 

We shall be pleased to hear from you now. 


GENERAL STATEMENT 


Mr. Rippiesercer. Mr. Chairman and members of the committee, 
first I should like to respond to the more than generous and consider- 
ate words of the chairman. It is true that shortly after we testified 
before Congress last year I was incapacitated for several months, 
but I am more than happy to state that I seemed to be restored to 
activity. I returned to work last December, I believe, and have been 
at it ever since. 

The chairman is entirely accurate in his statement that it has not 
been possible for me to pretend to an exhaustive knowledge of each 
particular detail of our program, but starting with the hearings 
which the chairman let me attend more or less as an observer last 
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summer, I do feel that I now possess a grasp of them, which, of course, 
was not the case last year. 

Therefore, I hope that with the support of my colleagues we shall 
be able to respond to your queries in a most adequate f: ishion. 

The presentation of my testimony, Mr. Chairman, had originally 
been arranged somewhat as follows: We had prepared a statement T 
was going to make and which, I believe, will arrive here within the 
hour, something of that sort, which more or less sets forth in the cus- 
tomary manner the principal points of defense support proposals for 
this year. 

As to the statement itself, I tried to keep within a reasonable length, 
but I am entirely in the hands of the chairman and the members of 
the committee as to how I should proceed. 

If you desire, I could summarize it. 

Mr. Passman. I believe it may be better, Mr. Director, for you to 
proceed to read it into the record. Sometimes we can follow a lot bet- 
ter on that basis. 

Mr. ogee EBERGER. I recognize it leaves some members of the com- 
mittee at a disadvantage, but if there is something that is not entirely 
clear as 1 go along, perhaps you will be good enough to stop me. 

Mr. Passman. We shall do so. 

Mr. Ripiesercer. Mr. Chairman and members of the committee, I 
am indeed pleased to be here before your committee again, this time 
to continue the explanation of our fiscal year 1961 plans for the ICA- 
administered portions of the mutual security program. Many of you 
know that I have been associated with this program for a number of 
years from several different vantage points. I have spent a consider- 
able number of years in this country’s foreign service and have ob- 
served firsthand an ever-changing world situation. Based upon my 
review and personal experiences here and abroad, I assure you that I 
firmly believe the programs we are proposing to this committee are 
essential to the survival of the United States as a world power and 
leader of the free world. 

Pursuant to this committee’s request we have organized this year’s 
presentation along functional lines in the same sequence as the various 
titles and chapters appear in the mutual security authorization legisla- 
tion. Accordingly, today my remarks will be directed to our fiscal 
year 1961 request for $724 million of defense support funds. 


GENERAL COMMENTS 


Before proceeding with the justification for our request for defense 
support funds, I would like to make a few brief comments about our 
overall accomplishments, problems, and plans in order that the mem- 
bers of the committee will have better knowledge as to our thinking 
and as to what we are doing. 

First of all, we attempted to be fully responsive to the wishes of 
the Congress. We have made a number of changes in - presentation 
books, many of which originate from congressional or Comptroller 
General observations and recommendations. For a first time the 
presentation 1s before you in the form of functional books. We have 
included in these books comprehensive explanation of how “aid level” 

requests were determined as required by section 537(f). In addition, 
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the Secretary of State has submitted a comprehensive plan for the pro- 
gressive reduction and termination of defense support and special 
assistance bilateral grant programs as required by section 503(c¢). This 
pp lan, which was the result of serious study by both ICA and the De- 
partment, was taken into consideration in the development of this 
year’s approprial ion request. 

The accomplishments of the ICA programs are hard to calculate 
as they reach into areas that are difficult to measure. As you well know, 
these programs are beneficial to both the United States and the 
cipient country. Under them many countries are able to maintain 
major military forces which they could not otherwise support. Such 
forces ereatly augment the defense capability of the non-Communist 
world and provide a deterrent to the military forces of the Communist 
countries. 

ree countries have granted ow COURLTY rights to maintain military 
bases of high strategic importance within their borders. In the event 
of war, such bases might well become prime targets by enemy forces. 
I am sure that you gentlemen can readily understand the internal 
political problems of such countries and the risks these nations have 
taken by virtue of their cooperation with the United States in granting 
such rights. 

The LCA programs have assisted peoples of underdeve ‘loped coun- 
tries in their efforts for social and economic progress. ‘They have 
prevented serious economic retrogression in countries which have 
cooperated with the United States to attain collective security through 
expanded military efforts. ae’ programs have helped in maintain- 
Ing political stability and n developing free world resources and 

capabilities, all of which are essential to the sound economic growth 

and political objectives of our own oa 3 rojects and programs 
financed by ICA have often aided U.S. suppliers and have assisted 
in establishing an environment which is more conducive to invest- 
ment from private sources. In total the mutual security program 
has provided oreater coope ration and many advantages to this coun- 
try including support and understanding by many of the countries of 
the world. 

I appreciate that the mutual security program is one which arouses 
considerable controversy due to conflicting judgment and opinions. 
However, I am one who is convinced that the program is essential to 
advancing U.S. policy objectives and to insuring the security of the 
free world. During the past year there has been some further criti- 
cism of the administration of programs carried out by ICA. While 
some of this criticism is valid, it appears to me that, in the great 
majority of instances, such criticism has been exaggerated and the 
amount of serious mistakes that ICA has made have been relatively 
minor in terms of the size and complexity of our operations. 

Ktforts to make immediate political impact have sometimes left us 
open to question as to the adequacy of planning. Such programs have 
often accelerated quickly and sometimes we have not recognized soon 
enough that our administrative mechanisms were not adequately 
geared to the task. It is unfortunate that we have made some mistakes 
in judgment and implementation—nistakes that are much more ap- 
parent with hindsight than they were at the time judgments and deci- 
sions were made in the pressure of day-to-day operations. However, 
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feel that our record of constructive measures taken is quite imposing 
and that we have made substantial improvement in the planning and 
management of our programs. 

There are a number of reasons why IC A encounters problems in the 
administration of its programs. There i Is one very significant reason 
which I am sure you are aware of but which I believe should be re- 
peated at this time. Our progr: ams are directed toward those coun- 
tries throughout the world which are underdeveloped and which have 
standards, principles and procedures which are substantially different 
from ours. It is, therefore, apparent that the LCA program is a dif- 
ficult program to plan, implement and monitor. Most of the coun- 
tries in which we operate do not have standards of public and private 
administration equivalent to those which Americans are accustomed. 
Such countries frequently have ve ry limited ability to develop and 
maintain such standards. In addition, many of these countries have 
serious deficiencies in various functional fields—edueation, transporta- 
tion, health, et cetera, as well as internal problems in government 
stability, weak financial structure, organization, et cetera—all of which 
present major problems to us in the administration of our programs. 
Part of our job is to attempt to improve such situations. 


DEFENSE SUPPORT REQUESTS 


, Returning now to the specifies of the defense support process i 
cal year 1961. Defense support is economic assistance required, 1 
Aeon ts military assistance, to enable certain countries a anak 
specific contributions to the common defense. We propose to continue 
to provide defense support assistance to 12 nations which contribute 
military forces and forward military bases which are crucial to the col- 
lective security and continued independence of the free world. These 
12 nations—Spain, Greece, Turkey, Iran, Pakistan, Thailand, Cam- 
bodia, Laos, Vietnam, Philippines, Republic of China, and Korea form 
a strategic belt in relation to the boundary of the Sino-Soviet empire 
and hence constitute a vital part of our forward defense. Al] 12 coun- 
tries are economically underdeveloped and have limited resources 
available for military purposes. Our defense support program, by 
haotemantime te comment resources of these countries , assists the 

‘clplents in making the necessary military contribution and in pre- 
venting self-defeating economic retrogression and deterioration of 
morale, 

Six of these nations—Greece, Turkey, Iran, Pakistan, Thailand, 
and the Philippines—are members of one or more of the major 
collective security organizations (NATO, SEATO, and CENTO). 
The preservation of the territorial integrity of three others—Laos, 

Cambodia, and South Vietnam—is covered by one of these collective 
security arrangements, SEATO, « ‘ven though they are not themselves 
parties thereto. Moreover, the United States is committed to the 
defense of still two more, Korea and Taiwan, by two bilateral mutual 
defense treaties, both signed in 1954, and by reason of separate pledges 
and statements of intention—in the case of Korea, the so-called joint 
policy declaration of the 16, and in the case of Taiwan, a congressional 
Joint resolution. The Philippines are also covered by a bilateral 
mutual defense treaty. 
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Six of these countries—Spain, Greece, Turkey, Taiwan, the Philip- 
pines, and Korea—are also the sites of major U.S. or joint milit: ary 
installations which have an important role in the U.S. and allied 
defense plans. 

Countries receiving defense support have many problems of develop- 
ment and economic management. The size of the military establish- 
ments that are maintained is a heavy burden on the resources they 
have available for all the objectives they desire to attain. In the 
absence of defense support assistance to supplement the military 
assistance these countries receive, they would need to (a) reduce the 
c apability of their defense forces drastic ‘ally toa level the Vv could afford 
to maintain, (2) depress their already low standards of living and 
accept the economic and political consequence of supporting military 
forces beyond their capabilities, or (¢) in unusual cases such as Greece, 
decrease their rate of economic growth below that necessary to main- 
tain longrun economic and political stability. 

As I indicated earlier, we are requesting $724 million of defense 
support appropriations to fund our fiscal year 1961 requirements, 
This is $111 million below last year’s request and $29 million above 
last year’s appropriation which amounted to $695 million. Despite 
our efforts to minimize this type of assistance we have found it. neces- 
sary to resort to the contingency fund to finance defense support 
requirements and we estimate that pre for defense support 
assistance during fiscal vear 1960 will total at least S765 million. 

In this connection, I am pleased to oe that our pipeline of 
unliquidated obligations has been decreasing. As of the close of 
fiscal year 1959, our unliquidated obligations amounted to approxi- 
mately $920 million. We estimate that our pipeline will be down to 
$805 million unliquidated obligations by June 30, 1960. T also note 
that preliminary reports of obligations indicate that we have firmly 
obligated $465 million or 61 percent of our planned defense support 
program as of February 29, 1960. Considering the fact that. we 
received our appropriations somewhat later than usual last fall, I 
feel that our obligations are proceeding at such a rate as to confirm 
the validity of our planned program estimates for the current fiscal 
year. 

COMMENTS ON COUNTRY PROGRAMS 


In arriving at our determinations as to the funds required for each 
country program, full cognizance has been given to other external 
resources to the extent practical. These includes the possible avail- 
ability of assistance from the Development Toan Fund and from 
surplus agricultural commodities disposed of by sale under Public 
Law 480. Each program, of course, is related to the force levels and 
military assistance programs proposed, althongh the determination 
of the level of military assistance may involve a number of factors 
which do not affect the level of defense supnort. 

As you will see from the presentation book before you. our fiscal 
vear 1961 defense support program proposes a reduction of assistance 
in 8 of the 12 countries which receive this type of financial sunnort. 
I believe that economic progress and increased financial stability 
made possible as a result of previous assistance, both from this source 
and other sources, have been a major factor in this reduction. Con- 
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versely, we are proposing increases in 3 of the 12 countries. Some 
of these proposed increases are based on precarious economic situ- 
ations; however, one increase is based on the conviction that the 
country involved has excellent prospects of rapid economic growth 
and that a slight increase of external assistance at this time will 
accelerate this growth to such an extent that it will permit a very 
significant reduction of defense support assistance in the future. 
Finally, and in order to give you a better appreciation of our plans, 
I would like to say a few words about each of the countries which 
will receive assistance under our proposed programs. 















SPAIN 





Spain provides a most important contribution to common defense. 
The joint Spanish-American bases used by the U.S. Strategic Air 
Command are a vital part of our deterrent force. The large naval 
installation at Rota provides valuable services to the U.S. fleets in the 
astern Atlantic and Mediterranean areas. Off the record. 

(Discussion off the record.) 










GREECE 






Mr. Ripp.esercer. Greece has not been able to meet the needs of both 
economic development and a major defense program without external 
assistance. Defense support provides resources which supplement 
Greece’s own contribution to the common defense within accepted 
NATO goals. Significant gains against prevalent unemployment and 
un deremployment within the country can only be achieved if Greece 
can maintain a reasonable rate of economic growth. Off the record. 

(Discussion off the record.) 










IRAN 












Mr. Rippiesercer. The United States has a vital security interest 
in preserving the political independence and territorial integrity of 
Iran, a member of the Central Treaty Organization. F ollowing the 
Iraqi Revolution of 1958, the United States supported the Iranian 
budget in order to facilitate a substantial improvement in Lranian 
armed forces under a mutually agreed program. Defense support 
funds proposed for fiscal year 1961 will be, primarily for the purpose 
of supporting the Iranian defense budget. This amount, coupled with 
larger Iranian expenditures than in fiscal year 1960, will permit the 
maintenance of forces at their present level of development. The im- 
provement program, as originally scheduled, could be achieved only 
by continued and heavy U.S. budgetary support, or through diversion 
of Iranian resources from nonmilitar y purposes to a degree considered 
detrimental to the best interest of both Iran and the United States. 
Oif the record. 

( Discussion off the record.) 





















PAKISTAN 












Mr. Rippiesercer. Pakistan lacks the resources necessary to meet 
the commitments it has undertaken under the collective security ar- 
rangements of CENTO and SEATO. The defense support program 
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in combination with Public Law 480 shipments, enables Pakistan to 
meet these defense commitments and to pre vent a deterioration of the 
eritic ally low standards of living of its increasing popul: ition. Two 
immediate and urgent problems are a major food deficit and inade- 
quate earnings of foreign exchange to pay for essential imports, 
The defense support program, along with shipments of surplus agri- 
eultural commodities under the Public Law 480 program, provides 
for the import of essential food, consumption goods, raw materials, 
and equipment to keep the economy running. Without defense sup- 
port aid Pakistan could not maintain production from its existing 
economic « capacity, nor consumption at politics ally tolerable levels, 
nor the minimum rate of investment necessary to expand output to 
keep pace with the increase in population. W ithout defense support 
aid Pakistan could not maintain the degree of political stability 1t has 
achieved. Consequently, Pakistan’s strength as an ally of the United 
States and the free world is enhanced as a result of our defense support 
program. 

Off the record. 

(Diseussion off the record.) 


TURKEY 


Mr. Ripptesercer. Turkey is maintaining one of the largest. armed 
forces in the free world and provides a geographic and political link 
bet ween NATO and CENTO. The Turkish economy, however, has 
been strained by the Government’s efforts to combine r: ipid economi 
development. with maintenance of a large military establishment. 

In the summer of 1958, the Government of Turke ‘Vv initiated a stabil- 
ization program under Which the exch: ange system was unified domes- 
tic c ‘redit restric ted ton conside ) ab le extent and progress mi idle tow: ard 
balancing the national budget and the operational budgets of the state 
enterprises. Asa result of these stabilization measures, the confidence 
of the international and local business community rose, price increases 
were abated, and the increased flow of imports made possible by sub- 
stantial foreign grants and credits brought some industrial expansion. 
The initial improvements expected of the stabilization program are 
being accomplished. The measures eye during the first 18 
months of the effort must be continued if lonerun benefits are to be 
achieved. Off the record. 

(Diseussion off the record. ) 


CAMBODIA 


Mr. Rippiesercer. The maintenance of Cambodia's independence is 
vital to the continued defense of a major segment of the free world in 
the Far East against Communist infiltration and ageression. Aid 
has been extended by the Sino-Soviet bloc and Communist elements 
liave taken advantage of ot opportunity to discredit the free world 
and identify themselves with Cambodia’s national interests. 

Defense support. assistance provided by the United States has en- 
abled Cambodia to raise and maintain the military and police forces 
necessary for the preservation of its independence. Off the record. 

(Discussion off the record.) 
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CHINA 
Mr. Rippievercer. Taiwan is an example of what can be achieved 

when external aid is effectively combined with the efforts and re- 

sources of a developing economy. In one decade of U.S.-Chinese 
cooperation, the progress on Taiwan has been outstanding. With 
creat effort and self-sacrifice, and with U.S. assistance, the Chinese 
have made the island into an orderly productive economy and the 
GRC forces evacuated from the mainland in 1949 have been trans 

formed into etfective military units. 

Under existing circumstances, Taiwan must continue to bear the 
heavy burden imposed on its physical and financial resources by the 
need to maintain a strong military establishment, as well as by the 
ane to prov ide for the basic requiren ents of : i population increasing 
by 314 percent per annum. 

Tl he pr incipal function of defense support is to assist in the ac hieve- 
ment of military effectiveness by helping maintain the country’s ca- 
pacity to carry the military burden and by financing to local currency 
costs of military construction and other military requirements. The 
defense support program assists In preventing local unrest by he ‘Iping 
to maintain living standards and by providing increased opportuni- 
ties for employment. 

Because of Taiwan’s excellent prospects for achieving r: apid eco 
nomic growth, _ to hasten the date when grant economic assistance 
can be reduced or terminated, it is proposed that the United States, 
using the resources of the mutual security program, join with the 
Chinese in a multiyear accelerated development effort. Off the 
record. 

(Discussion off the record.) 

KOREA 


Mr. Ripotenercer. The importance of maintaining adequate fight- 
ing forces on the 88th parallel is readily apparent. ‘The Commu- 
nist Chinese and the North Koreans continue to oppose the U.S. and 
U.N. formula for peaceful unification of Korea under a free repre- 
sentative government. At the same time, the Communists are im- 
proving the capabilities of their armed forces in North Korea and 
adjacent areas, and the threat remains as ominous as ever. 

With defense support assistance, the Repub lic of Korea has made 
considerable economic progress by increasing agricultural and in- 
dustrial production, curbing rampant inflation and improving the 
standard of living. However, Korea is still heavily dependent on 
aid-financed imports of food grains, as well as the raw materials 
needed for its industries. 

Continued defense support assistance is required to assist Korea 
to m: unt: in its military forces: to help maintain the present level of 
economic activity and essential consumption: and to strengthen the 
basic structure of the Korean economy so that Korea may meet a 
larger share of its requirements from domestic production. 

Off the record. 

(Discussion off the record.) 
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LAOS 


Mr. Rippiesercer. Laos extensive frontier with Communist China 
and North Vietnam makes it extremely vulnerable to subversion and 
aggression. ‘To preserve its inde pendence and to resist continuing 
subversion, Laos must maintain an army, a home guard, and police 
forces, and must improve government administration and services. 
Lao national resources, however, are inadequate to meet these needs. 
Annual foreign exchange earnings are sufficient to pay for less than 
10 percent of the foreign goods and services which must be imported. 
Government revenues total only 20 to 25 percent of the requirements 
of the military and civilian budget, and of a few essential develop- 
ment projec ts. 

Oif the record. 

(Discussion off the record.) 


PHILIPPINES 


Mr. Ripptenercer. The mutual security program helps to develop 
Philippine military forces capable of assuring internal security while 
contributing to the defense of the Philippines and the Pacific area. 
Defense support assistance has contributed to this development by 
helping to finance the construction of military facilities, planned and 
supervised jointly by United States and Philippine military author- 
it1es. 

Defense support aid also has helped maintain political stability by 
supporting Philippine Government efforts to meet some of the more 
basic needs of the people through education and community develop- 
ment projects. The reduction of defense support levels for the Philip- 
pines over the past few years, without a commensurate reduction in 
requirements for military construction, has resulted in a significant 
decrease of defense support aid for nonmilitary projects. 

Off the record. 

(Discussion off the record.) 


THAILAND 


Mr. Rippiesercer. Thailand continues to devote a considerable por- 
tion of its budgetary revenues to strengthening its armed forces, whose 
overall capabilities have been enhanced by U.S. military training and 
equipment. The heightened Communist threat in Laos and the gen- 
erally aggressive policy of Communist China throughout the area 
underscore the need for continued improvement in Thailand’s defense 
posture. In spite of large military expenditures Thailand has suc- 
ceeded in maintaining financial stability, due in part to defense sup- 
port assistance and loan financing of development projects by the 
IBRD, Export-Import Bank, and the DLF. 

Off the record. 

( Discussion off the record. ) 


VIETNAM 


Mr. Rippiesercer. Defense support assistance has helped to preserve 
Vietnam’s independence by enabling the country to maintain and 
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strengthen military and internal security forces, rehabilitate war- 
damaged facilities, control inflation, initiate essential economic de- 
velopment projects, maintain living standards, and provide basic 
public health and education services to the people. It also has helped 
to promote private investment by financing the importation of ma- 
chinery and raw materials for local production of essential consumer 
goods. 

Since the present military burden transcends Vietnam’s capabilities 
and since that country cannot rely to any significant extent upon loan 
assistance because of its limited debt servicing capacity, defense 
support assistance will be required in fiscal year 1961 to enable Viet- 

nam to maintain adequate military and police forces and retain the 
allegiance of the Vietnamese people in the fact of continuing sub- 
version and propaganda from the Communist North. 

Ott the record. 

(Discussion of the record.) 

Mr. Rippiesercer. In conclusion, I would again like to emphasize 
that in my judgment our fiscal year 1961 request for this program 
is the minimum required to safeguard our national interests by 
supporting the 12 countries which have a special strategic significance 
to us and whose economic situation is such that external economic 
assistance is necessary if they are to maintain augmented forces 
and vital bases available to this country. We believe that this pro- 
gram is essential to the free world defense and earnestly request your 
approval of the $724 million appropriation requirement. 

Mr. Passman. Thank you, Mr. Ambassador, for your policy state- 
ment. The statement itself indicates you have given a lot of thought 
and study to it, and the committee appreciates | your views. 

Mr. Rippiesercer. Mr. Chairman, may I make one observation ? 

I neglected to say, as you will see when the copies arrive, that 
while most of this material is unclassified, some of the country figures 
are, and that is so indicated in the text. 

Mr. Passman. Mr. Ambassador, all witnesses, and especially you, 
have a right to so indicate. 

Any questions, Mr. Ford, on the general statement ? 

Mr. Chairman, I have listened to ‘the statement by the Ambassador. 
It is very helpful and very beneficial as far as the committee is 
concerned. I have no questions. 

Mr. Passman. Mr. Natcher, any questions on the general state- 
ment ¢ 

Mr. Narcner. No questions, Mr. Chairman. 

Mr. Passman. Mr. Rhodes? 

Mr. Ruopes. None, except to say that it is nice to see the Ambas- 
sador again and to see him looking so well. 

Mr. RIDDLEBERGER. Thank you very much. 

Mr. Passman. Mr. Andrews? 

Mr. Anprews. No questions, but I, too, am glad to see you looking 
so well, Mr. Ambassador. 

Mr. Passman. Mr. Conte, any questions on the general statement ? 

Mr. Contr. I am glad to have the Ambassador before the commit- 


tee, and I want to compliment him on the fine job he is doing and his 
fine record. 
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Mr. Passman. I have already said and I should like to say again 
— we are hi: appy that you have regained your health and are back 

1 fighting spirit. I know | speak for all members of the committee 
in expressing the hope that you will continue to enjoy good health. 

Now we shall start into the details. 

Mr. Mureny. Mr. Chairman, how do you wish to proceed? Are 
you going through it country by country 4 

Mr. Passman. I have my questions prepared. All I want to do is 
to know whom the Ambassador wishes to designate to answer. These 
are gene ral questions on the defense support program. We may not 
get into the individual countries until later. 

Mr. Rippiesercer. Thank you very much, Mr. Chairman. 

Mr. Passman. We want to extend you this courtesy, sir. You are 
a very busy man, having to appear before many committees. In all 
probability it will be late tonight before we finish the examination, So 
any time you feel you should return to your office, we want you to be 
privileged to do so. 

Mr. Ripptesercer. Thank you, Mr. Chairman. 

Mr. Passman. Would you care to remain through the detailed ex- 
amination, or would you prefer to go now ¢ 

Mr. Rippiesercer. I profited very greatly from last year’s hearing, 
and there may be a number of questions of a general character to 
which I can give a direct response. 

Mr. PassMan. You handle it in your own way, sir. 

In 1960 for defense support you had an appropriation of $695 
million. Did I understand you to say you are asking for an increase of 

$29 million in fiscal 1961 over fiscal 1960 ? 

Mr. Ripptesercer. That is correct, Mr. Chairman. 


JUSTIFICATION Data 


Mr. PassmAn. We shall insert pages 10, 11, and 12 in the record. 
(The pages referred to follow :) 
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Composition of nonproject assistance 


{In thousands of dollars} 


Program 








Commodities and other > a > | ae 
Actual, | Estimate, Proposed, 
fiscal year fiscal year | fiscal year 
1959 1960 1961 

Agricultural commodities total = 180, 521 162, 910 141, 300 
a } - al —— — 
nied Sh ie a eS aan ad bn 117, 330 92, 580 89, 500 
Othe el deatainineaetiantee cin hates eds ainaaen 63,191 | 70, 330 | 51, 800 
ndustrial commodities total.......................-..- 497, 252 | 500,040 | 496, 500 
eee : et ala 
Raw mate rials SUNT CO 5 a iti eae f epipaniien soil 301, 656 | 263, 969 273, 550 
Macl ey Aes GIA a a canoaaenceeleas | 134, 873 | 158, 933 160, 950 
Other in rial commodities_-.---------------- sas cool 60,723 | 77, 138 | 62, 000 
Cash transactions... -...--.-- pcb ated ebaeaer ene ceaeice saat 17, 467 | 26, 400 | 25, 000 
Other... s ise: Satalad as coepreecalaig iaaaies orien aias = re 1,300 | Ste Neccictinciteinda 
Total nonproject assistance. .....-.------ pi eisenriees 696, 540 | 693,125 | 662, 800 








AUTHORIZATION, APPROPRIATIONS, AND ALLOCATIONS, 1960 


Mr. PassMAn. What was the amount authorized for this program 
for fiscal year 1960 ¢ 

Mr. Rippievercer. Authorized was $695 million, I believe, Mr. 
Chairman. 

(Otf the record. ) 

Mr. Passman. The authorized amount was $751 million. 

Mr. Rippiesercer. ‘That is correct. 

Mr. PassMan. What was the appropriation for fiscal 1960? 

Mr. Grant. The appropriation for 1960 was $695 million, 

Mr. Passman. What is the amount you have allocated in this pro- 
‘am up to the present time in fiscal 19602 

Mr. Grant. Excuse me, sir, allocated from where ? 

Mr. Passman. Allocated to the defense support program. 

Mr. Tennant. To the date of the presentation book, $765,675,000. 
Mr. Passman. Is that an increase over the authorization of the 
Congress? I am not speaking of the appropriation. Is that an in- 
crease over the authorization ? 

Mr. TENNANT. Yes. 

Mr. RippteperGer. Yes, sir. 

Mr. Passman. What is your authority to exceed the authorization 
amount? And where did you get the funds which, in effect, nullified 
the action of Congress last year in reducing the budget estimate for 
this program ? 

Mr. Rippiesercer. Mr. Chairman, of course the additional amount 
had to be taken from the contingency fund in accordance with the au- 
thorizations on the contingency fund given in the mutual security 
legislation. 


3 


DEOBLIGATIONS 


Mr. Passman. How much is deobligated from prior years in the 
defense support program, through fise al year 1960 to date ? 

Mr. Tennant. Deobligations for fiscal year 1960 defense support 
through February 28 amounted to $57,449,000. 
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Mr. PASSMAN. That became available for revised or new obliga- 
tions: did it not ? 
Mr. TY NNANT. That is correct. 


UNOBLIGATED BALANCES 


Mr. Passaran. What is the unobligated balance as of this date? 

Mr. Tennanr. As of April 30, the unobligated balance is 3146,- 
647.000. 

Mr. Passman. We were told this morning that the unobligated 
balance to the eredit of defense support as of February 28, 1960, 
amounted to $248.368.000. 

Mr. Tennant. I think that is correct for February. T gave you the 
April fivure, 

Mr. PASSM AN. Let the April follow the February. What was the 
April figure ? 

Mr. Tennant. The April figure unobligated, 3146.647,000, 


TRANSFERS FROM CONTINGENCY FUND 


Mr. Passwaanx. Did you transfer anv funds out of the contingenc 


fund into the defense support account during the vear? 
Mr. Tennant. Yes: we did. 
Mr. Passwan. When did the funds become available for the mutual 


security proeram ? 
Mr. Grant, septen ber sae I believe. was the time when the int: 
Mr. Passm AN. When did vou start alloecatn ox f inds out of the anpro 
priation for fiseal 19602” ! 
Mr. Tennant, November 1959 for defense support. 
Mir. Passvaran. When did you transfer out of the contingr ev fund 


to defense support? On what dates? 

Mr. Tennant. We actually program and do not transfer the cor 
rT veneyv as suc] 

Nh Passo ‘ Yi ! ar TT i part of he Ll VOU si ted 1. moment 
ko that vou had prosramed nd | presume you I] expect us to 
accent end of the vear obheation of S765 niall So what we 
vould 11] t noy =. en cid vou lke vou wioeatio out of t] 
‘ontineeney fund to fens support ( 


Mir. TENNANT. November 5, 1959. 

Mr. Passman. At the same time vou allocated from the regular 
appropriation 4 

Mr. Tennant. That is correct. 


NULLIFICATION OF INTENT OF CONGRESS 


g ifies the Act of the (‘one@ress You 
did nol walt to see 1 hether or not vou would have deobligated funds 
or Vv hether or not this could be ot tehed through. You tral sferred 
0 the account out of the contingency fund when vou made your 
location out of the regular appropriation. What will you have— 
Mr. Grant. This is not nullification, sir. 
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Mr. Passman. Let me interpret it my way, and you interpret it 
your way, if you please, sir. If I may continue, what amount do you 
have to the credit of this account unobligated as of the present time? 

Mr. Tennant. Defense support unobligated ¢ 

Mr. Passman. As of February 28. 

Mr. Tennant. I am not sure I have the February 28 figure. 

Mr. Rippiesercer. Mr. Chairman, while they are looking for the 
figure, may I make one observation in reply to your general comment ? 

Mr. Passman. Yes, sir. 

Mr. Ripptepercer. Personally, I never had the impression from the 
time I took over in ICA that the utilization of the contingency fund 
for such purposes would constitute a nullification of the intent of 
Congress. 

Mr. Passman. You had a legal right to do it. But I should say we 
could pinpoint hundreds of instances where the committee’s recom- 
mendations have, in etfect, been ignored. I am not arguing that you 
did not have the leval 1 yoht. | actually believe that under this con- 

tingency fund you could do anything you wanted, a vou technically 
ind lee: lly would be right. But I am wondering if we are not wast- 
ino the time of the committee hear ing these items se parate ly, labor} ne 
for months and, in my case and in the case of some of the other mem- 
bers, years, only to find that on the very date the funds are made 
wailable, you, in effect—and I shall apply my terms—nullify the 
recommendation of the Congress. The same day you allot from the 
revular funds you allot out of the contingency fund, and wind up with 
i fantastic unobligated amount some several months later, and with 
alot of deobligated funds. 

This is why I am pressing the point. I quote 


The S175 million requested is intended to serve as a reserve 
could not be a reserve if vou used it at the same time 


vhich to meet at least in part certain (a) presently identifiable contingent 


requirements which may hereafter become firm and ()) current unforeseeable 
a hich develop during fisesl 1961 and for which, because they are contin- 
gent or unforeseeable, no specific provision can be made in the regular programs. 


If there is no conflict between that language and what has actually 

pp ned, then it means I have reached the point that I cannot reason 
hinesthrough. Youn havea legal right. I want to be sure the record 

ows I know you do have a legal right; but I thin k the spirit of the 
hntent has definite ly been violated, especially W he h your W itnesses tell 
is this morning, as is verified now, that as of February 28 you had 
~W48.366.000 of unobligated funds in that account and, in addition 
thereto, alone the way vou deobligated some $57 million in this very 
fund, cn 

lamin hope s that by bri inging these thin ws ol It, at least the Depart- 
ment will recognize and observe what we think is at least a violation 
of the intent ot the ¢ ‘ONgTeSS, when it approved the recommendations 
of the \ppropriations Committee. 

Mr. Ripptenercer. | think | see your point very clearly, Mr. Chair- 
man, Tlowever, with your permission, I would like to make two 
Observations, 

Mr. Passman. Certainly. 
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Mr. Rippiesercer. As you know, our obligation process is governed 
by a number of factors, both law and regulation. 

Mr. Passman. Certainly. 

Mr. Rippiesercer. Therefore, I am not certain it is always possible 
to make a perfectly valid comparison between obligations on a given 
date and the status of the contingency fund. 

The other observation which I think is pertinent is that of course 
the figures we submit to the Congress are, in effect, projections. We 
are dealing in matters of economic aid we hope directly relate to 
the resources of a particular country. Of course, our projections 
under our budget system have to be submitted at least 6 months be- 
fore, let us say, a given situation may arise. 

In direct response to what - suid about the allocation from the 
contingency fund, I must say in all frankness that I never appre- 
hended that we were violating either the letter or the spirit of the 

MSP legislation in utilizing the contingency fund in this sense, be- 
cause in the report of this committee on page 10, the comment is given 
on the present special authority and contingency fund: 

The contingency fund is intended to serve as a reserve to meet in part (a) an- 
ticipated requirements which are not firm at the time of the congressional pres 
entation, and (b) unforeseen contingencies. 

I had thought that the contingency fund always implied the right 
to take account of subsequent developments and that that was one rea- 
son for giving this amount as a flexible device to enable the executive 
branch to meet certain things which we probably could not foresee 
ee 

Mr. Passman. I do not see how so quickly after the money came 
into your possession you could foresee these things: and when you 
made your allocation out of the regular amount recommended by the 
Congress you immediately, that very day, went over into the con- 
tingency fund and made the allocation. There is some indication that 
these transfers will not remain firm, because even at this point, while 
we are here today, you still have in the contingeney fund $112,800,000 
unobligated, which means that you have actually obligated only about 
possibly $37,200,000. If you had these contracts or these projects 
firm enough, as liberal as your people have been in obligating—and 
this applies also in many of the other accounts—at least by this time 
they could have placed it in a status of having been obligated, other 
than holding it in status of unobligated, hoping that soon enough they 
would be able to firm up these things, and take them out of the status 
of unobligated into the status of obligated. 

I may say, Mr. Ambassador, I know you want to be helpful. I 
wish the committee had more time to spe nd with you. There is noth- 
ing personal about. this, but some of us are concerned. We have had 
witnesses before the committee—fortunately, I have forgotten the 
name of the one in a very high position who stated that he actually 
had not read the House Appropriations Committee’s report. Of 
course, that caused us some concern. 


COMMITTEE RECOMMENDATIONS IGNORED 


After long deliberations, this committee, and the full committee re- 
ported and we moved to the floor of the House and were supported 
unanimously, and I read from the report 
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The committee recommends an appropriation of $200 million. This is $71 
nillion below the budget estimate and $47,500,000 below the ceiling specified in 
the authorization bill. The committee has specifically denied the $5 million 
requested for the incentive investment fund program. 

You may wonder, “Passman, why are you bringing that up?” 
Simply because I think we have reason to believe that in many other 
instances—not as glaring as this, but the end results are the same— 
they do not pay any attention to the committee. Did you by chance 
happen to read that? 

Mr. RippieperGcer. Is this the report ? 

Mr. Passman. This is our report. 

Mr. Rippiesercer. Yes, I read that report. 

Mr. Passman. They went right on and allocated funds, and did not 
pay any attention to this committee. So far as I know, they did not 
consult any member of the committee. 

Mr. Rippiesercer. I understand, Mr. Chairman. I would like to 
make one general observation. Then I shall ask Mr. Grant to reply 
on the incentive fund. 

Mr. Passman. All right, sir. 

Mr. Rippiesercer. I can well comprehend the feeling of the Con- 
gress if they should think that the contingency fund had been mis- 
used or had been used in a way that was not responsive either to the 
legislation or to the intent. I myself, I must confess, did not have 
that feeling. 

I would like to say one thing when it comes to the question of obliga- 
tions. It does seem to me that, given the clear indication, both in the 
legislation and in the report, that this is likewise an emergency fund, 
prudent administration requires that we keep enough money on hand 
tomeet any crisis that might arise. 

Mr. Passman. But it was not done on that basis, Mr. Ambassador. 
Legal right, yes. But to allocate funds from the contingency fund 
immediately after the President signs the bill and makes the money 
available does not indicate it is a reserve to meet contingent needs. 
At least there is a difference of opinion. 

Mr. Ripp.esercer. That is correct. We read your report as mean- 
ing something a trifle broader than that, because we admit that we 
have to make our presentations much earlier than the time when the 
money becomes available. In this case there may be a real difference 
of opinion, equally sincere on both sides. 

Mr. Passman. That is true, Mr. Ambassador, but it has been indi- 
cated before the committee that they did not accept the recommenda- 
tion of the committee, that they relied on what someone else may have 
said, maybe some individual statement, not legislation. All we are 
trying to do is to tighten the language up this year so there will not 
besuch a misunderstanding i in the future. 

Mr. Grant, you wanted to say something. 





INVESTMENT INCENTIVE FUND 


Mr. Grant. Mr. Chairman, we do find ourselves on occasion in a 
somewhat. difficult position, as you well know, with conflicting posi- 
tions in different reports at different stages of the process. 

With specific reference to the committee’s statement that it denied 
the $5 million requested for the investment incentive fund, we pre- 
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sented a position paper to the Senate Appropriations Committee op. 
posing this denial of funds for the investment incentive program, 

Mr. Passman. At that point did that committee in its report have 
anything to say about it ? 

Mr. Granv. They did not make specific reference to it 

Mr. Passman. In the report ? 

Mr. Grant (continuing). Other than including $5 million for mis. 
cellaneous programs in their $45 million increase over the House. 

On the floor, then, there was a colloquy between Senator Javits and 
senator Hayden to the effect that nothing in the Senate appropria- 
tions bill could be construed as limiting the use of special assistance 
funds for encouraging investment by private enterprise. I have a 
copy of that here. 

This then went to conference. There Was no specific reference 
in the conference report. 

Mr. Passman. In the Senate bill either? 

Mr. Gran. Senator Hayden had stated after they had issued the 
Senate bill . 

Mr. Passman. In the Senate bill? 

Mr. Grant (continuing). After they had issued their report, that 
there was nothing in the appropriations bill which could be construed 
as limiting the use of special assistance funds for encouraging invest- 
ment by private enterprise. 

Mr. Passman. Did the Senate report which accompanied the Senate- 
passed bill have anything to sav about this item ? 

Mr. Grant. It said it was increasing the fund for special assistance 
by S45 million 

Mr. Passman. I am not getting through. T am talking about the 
Senate report. 

Mr. Grant. $45 million for miscellaneous programs. Sir, when 
vou had a similar conflict on, as T understood it, the TDAB, there was 
a specific statement in the conference report where the conferees agreed 
that no funds in the bill should be used for the IDAB. This created 
a firm indication of intent, whereas in this ease we had the subsequent 
action by the Senate and no further action indicated in the conference 
report. indicating that funds were denied for this particular purpose. 

Mr. Passman. We could hassle over this from now until Christmas 
Eve. You took the exchange on the Senate floor as an iIndieation that 
it did not make any difference about the views of the House. 


Mr. Grant. No, sir. 
NO NOTIFICATION OJ] ALLOCATION TO) TWOUSE 


Mr. Passwan. Did you contact the House Appropriations Commit: 
tee—Mr. Cannon or any member—with respect to your intent to 
obligate the funds, even though our report said that we specifically 
prohibited it ? 

Mr. Grant. Sir 

Mr. Passman. Would you answer my question: Did vou contact the 
Members of the House or the Appropriations Committee to the effect 
that vou intended to obligate it, the language in our report notwith- 
standing? Did any of you extend us the courtesy of saying, “We are 
going to obligate it, notwithstanding vour report”? 
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Mr. Grant. Sir, as to that specifie detail, 1 am not familiar with 
what the answer it. 

Mr. Passman. Let’s find out, 

Mr. Grant. I know that with respect to the International Develop 
elit Advisory Board where there was a similar conflict, the con- 
ference report did contain a statement in which the conferees specifi- 


cally referred to denial of funds for the International Development 


Advisory Board. 

Mr. Passman. [ wish you would answer my question. Did any 
member of the ICA contact any Member of the House or the Appro 
priations Committee and state that even though the committee had 
specifically denied the $5 million, you were going to go ahead and 
locate funds anyw: ay f 

Mr. Granr. No, sir: I do not know. T do know that when the con- 
ferees agreed on the 3 million increase which the Senate had pro 


posed, the Senate had stated that this 845 million ineluded provision 
for the investment incentive fund. So when the aacaeas agreed on 
is figure, presumably it ineluded the elements which the chairman 


f the Senate committee had assured Senator 
Viv. Passaran. In the report, or some kind of a debate on the floor 
fthe Senate / 

Mr. Grant. On the floor of the Senate, as T understand it, sir. 

Mr. Passman. If that is your case, and if that is the only defense 
you have of that. let the record speak for itself. 

Mr. Texnantr. Mr. Chairman, in the report under section 111, which 
was hiled with the committee, | see here on page 16 the Investinent in 
centive fund shown in this program at 82,500,000, 

Mr. Passaran. That is the first time we knew anvthing about. it. I 

ve been try ing for 5D minutes 1o vet somebody to Sav ves or no, that 
you contacte “d « Member of the louse or a member of this committee 
to indicate you were going to go contrary to our specifie denial of the 
funds. I am making this point for this reason : If vou had not sub 
mitted that report, would we have known anything about it until we 
tarted the hen mn es on this progr: am this vear 4 

Mr. Tennant. This report is required under law. 

Mr, PASSMAN. W ould we have known an} thing about your alloent 
he these funds if 1 t had hot beer ‘t that t he report is being submitted 
his coant 

Mr. Tennant. We understood this was our mechanism for report 
ing changes from the presentation, as required by law. 

Mr. Passman. Gentlemen, if that is vour defense, it completely 
lonores the specific recommendations and the provisions we set out 
in our report, so we shall move right along. 

This was Mr. Gary’s motion in the committee: and T am sure when 
it gets around to him he would like to say something, because we were 
be gr ats jonored. 

Mr. Grant. We did not intend to offend the committee. 

Mr. Passman. This is all in the interest of writing proper legisla 
Ton. Even though the memb ers of the Com nitee are not alwavs in 
agreement, when we finally write a bill and the bill passes, I think 
the action of the House of Represent: itives should be given some con- 
sideration. When you are going into a Violation of that clearly ex- 
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pressed intent, at least we should be extended the courtesy of being 
notified. 

Mr. Tazser. Should that be reported to the Comptroller General? 

Mr. Passman. I want to say, with all due respect to these fine wit- 
nesses and our ambassador over here, that if we reported to the 
Comptroller General all of the irregularities we are running into, 
what we think are irregularities, we would have to provide also for 
doubling his staff. He is coming before the committee in due time. 


UNOBLIGATED AND UNLIQUIDATED BALANCES 


Mr. Tennant. The figure you asked me for before, the estimated 
unliquidated at February 28, $1,097 million. We anticipate that the 
unliquidated on June 30 will be approximately $805 million. 

Mr. Passman. You are going to have $1 billion in defense support 
that is unliquidated / 

Mr. Tennant. That is as of February 28. 

Mr. Passman. How much unobligated / 

Mr. Tennant. Unobligated—I have that as of April 30, $188 mil- 
lion, estimated. 

Mr. Passman. $188,345,000; is that correct? 

Mr. Tennant. That is correct. 

Mr. Rippiesercer. May I make one observation on this other point, 
Mr. Chairman ? 

Mr. Passman. Surely. 

Mr. Rippiesercer. As far as I know, no report was made to this 
committee. It seems to me that the decision was made on the basis of 
the implication of the conference report and the debate in the Senate. 

Mr. Passman. Of course, that is the other side of the Hill. 

Mr. Ripp.esercer. Yes. 

Mr. Passman. I do not think that was sufficient to justify this. 

Mr. Rippresercer. | think the implication comes from the fact that 
the item was in the conference, and our assumption was that there 
was agreement on the part of the House. 

Mr. Passman. The report did not indicate that. There is nothin 
in the Senate report to fortify you in that position. You understan 
that ; do you not? 

Mr. Rippesercer. Yes. 

Mr. Passman. I hope that at the proper time you will have a little 
chat with whoever is guilty of ignoring the recommendation of the 
House. That is one of many instances. 


TECHNICIANS AND PARTICIPANTS 


What is the number of U.S. technicians, contract employees, and 
participants proposed to be funded under defense support in 1961! 

Mr. Ripptesercer. Mr. Chairman, in response to your question, the 
number of direct hire would be 284, and those on contract would 
be 478. 

Mr. Passman. Making a total of 762. Do these technicians per- 
form services similar to those in the technical assistance program! 

Mr. Rippiesercer. Mr. Chairman, it is not strictly comparable. 
They are more engaged in doing things rather than in giving advice. 
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I think if it is possible to draw a distinction between the two, that 
would be the fair one. 

Mr. Passman. There is a similarity in some of the work of some of 
them ? 

Mr. Rippitevercer. Yes. Of course, in the field of technical assist- 
ance there is a great deal of what you might call advice-giving, while 
in this case they are engaged more in direct construction activities. 

Mr. Passman. Would 5 you know whether we would have to add this 
762 to the other 44,000 people in mutual security, the figure given to 
us earlier, or would these be included 4 

Mr. Murpnuy. They are included in the overall figure. 

Mr. Passman. Did I state the overall figure ‘correctly 2 I think 
you said 44,000. 

Mr. Murrny. It is approximately 44,000, Mr. Chairman. 

Mr. Passman. All right, we shall use that figure from here on out. 

Mr. Rippiesercer. That does not mean ICA, I take it, Mr. 
Chairman. 

Mr. Passman. Mutual security, I believe I said. 

Mr. Rippiezercer. I wanted to be sure I understood you. 

Mr. Passman. How does the number of technicians for fiscal 1961 
compare to the number you have in fiscal 1960? 

Mr. Rippienercer. For the preceding year under direct hire, 308; 
and under contract hire, 681. 

Mr. Mcrpny. A decrease of 227 

Mr. Passman. You have a decrease in the number of technicians, 
but you are asking for an increase in the funds. You have a decrease 
of 227. What would it cost to fund 297 technicians? 

Mr. Murrny. Mr. Chairman, the technician funds particularly are 
decreasing. If you will notice, they go from $5,013,000 for 1960 
to $4,610,000 for 1961. 

Mr. Passman. We observed that, but we notice that the appropria- 
tion request is up. 

COMMODITY IMPORT PROGRAMS 


Mr. Mourpny. That is because the bulk of the defense support 
money, Mr. Chairman, is used for commodity import programs, non- 
project aid, on which no technicians are involved at all. 

Mr. Passman. Of course, if the gentleman would refer to page 10 
of his own justifications 

Mr. Murreny. $662.8 million, Mr. Chairman, will be used for com- 
modity imports and cash transactions. 

Mr. Passman. That is also decreasing; is it not ? 

Mr. Murrny. Yes, sir; the commodity import transactions are esti- 
mated to go down. 

Mr. PassMan. I thought you indicated a moment ago your justifica- 
tion for an increase was on account of the commodity import trans- 
actions. 

Mr. Murpnuy. No. I said the reason the overall amount of money 
goes up is because 

Mr. Passman. Then it is decreasing below last year, and your tech- 
nicians are decreasing, yet your appropriation request is increasing. 

Mr. Rippiesercer. The overall is a decrease. 
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Mr. Murviry. You see, $695 million was the appropriation last 
ear. 

Mr. Passman. You will have to admit that a member of this commit- 
tee would he confused when vou spend i In excess of the legal authori- 
zation. You can understand why we would be somewhat confused, 
hecause not only did you exceed the appropriation, you exceeded the 
legal authorization. 

Mr. Grant. Sir, the only way in which we can spend contingency 
funds—and this is a matter of legislation—is by allocations vis 
the contingency fund to the other accounts. Therefore, as the con 
tingeney fund is used, it is inevitable that the accounts into which it is 
transferred, if that is the correct term, have to go above the amounts 
authorized. 

Mr. Passman. T appreciate the gentleman’s statement. When we 
cet into some of vour radio towers and highways in Vietnam and other 
places, I do not think vou will be very well secured in that argument, 
heeause IT think we are going to run into some fantastic waste out there, 
I think the distinguished gentleman here will be prepared to admit, 
“Yes, it just happened, th es all.” You have already offset that, Mr. 
Grant, T say respectfully, | yy the admission that you have very large 
nnobligated funds on hand. We have crossed that bridge, and we 
shall cross it again. T respect vou for making the defense. To any 
thine we mav sav, vou have a pel fect rieht to trv to have a defense: 
but we ure cong to go bv the fioures a nd f: aerts in the record and which 
ennnot be taken out. 


NONMITILITARY PROJECTS, FISCAL YEAR 1960-61 


ene vou supply for the record a list of all nonmilitary projeets 
f iced froj ‘hi appropri infion ? 

Me .Granxr. For fiscal vear 1961, sir? 

Mr. Passarax. Yes. for 1960 and 1961. 

Mir. Grant. The list of fiseal vear 1961 projects is given under « 
1 


country ch ipter in the preset tation book. 

Mr. Passwiwn. T do not believe that is exactly what we want. If 
vou witl refer to page 940 and 941 of the hearings of last vear. T think 
vou will find out exactly what we want. If there have been some 
ndeded toit,then you can add those. 


Mr. Granr. Thave the book which lists the title of projects. 


Mr. Passwan. We want that. If there are any additional projects, 


please add them. 
Mr. Grant. Proposed in 1961 ? 
Mir. Passman. Proposed We want it for 1960 and LOO], 
(The inforn ation requested follows:) 


Murvuan Security DEFENSE SUPPORT PROJECTS 
FISCAL YEAR 1960 
Ir:igation and drainage systems. 


Forestry resources development 
Fisheries conservation. 


Improvement of water supplies. ’ 
Malaria eradication. 
Civil police assistance 


Agriculture and rural improvement. 
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7 MUTUAL SECURITY DEFENSE SupporRT ProgeEcrs—Continued 
FISCAL YEAR 1960—continued 

Wit. , 

head Land and water resources development. 

10rl- Fisheries development. 

sed, Coal mine development. 

| the Mineral development (other than coal). 
felecommunications. 
Hydroelectric power development. 

rey “1 ° 

ency [Thermal power development. 

from Power transmission and distribution. 

con- Primary system improvement. 

2 (3 Chemicals and plastics. 

It 1s : ‘ 
Other industrial base expansion. 

unts 


Food processing. 
Water resources survey. 
1 we Industrial productivity. 





Industrial survey. 
ther Handicraft promotion center. 
lent, Highway development. 
here, Expansion of railways. 
Imit. Harbor and shipping development. 
Mr Airtransport linprovement. ; 
\ eee lisease control (excluding malaria). 
arge Sanitarium expansion. 
1 we Rural health and sanitation. 
any- V tional agriculture education, 
mae: Scie ce education 
ees ow-cost housing 
hich Engineering services 
Land and water use improvement. 
Fisheries development. 
tnining development. 
Development metals nnd minerals (other than coal). 
. abilitation of thermal plants. 
jects 1 control. 
abilitation and construction of power transmission and distribution system. 
nal electric generating plant. 
Services and training fertilizer plant. 
F Medium industry development. 
eacn Waterworks rehabilitation and expansion, 
drainage. 
i R ghway — ee one and rehabilitation. 
° hn Vay rolling stock 
hink Railw Ly construction, 
some lroad operations improvement. 


Diesel locomotives and shops 
nd harbor improvement. 

Marine navigational aids. 
ects, p ‘ivilaviation operations improvement. 

Disease control. 

onmental sanitation. 

‘health facilities improvement. 

Higher education. 

Improvement teacher training. 

Community assimilation and economic development. 

Voluntary agencies support. 

Housing construction materials. 

AFAK 

General engineering services. 
‘rigation development. 
Industrial development and planning. 
Vevelopment of national road system. 
Improvement of river harbors and ferries. 
Police training. 
Customs service adviser. 
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MUTUAL SEcURITY DEFENSE SuPPoRT PRosEcTsS—Continued 


FISCAL YEAR 1960—continued 
Rural self-help. 
Civie action. 
Operation Brotherhood. 
Medico. 
Agricultural credit and cooperatives. 
Strategic minerals survey. 
Industrial research (including Forest Products Research Institute). 
Health training. 
Vocational education. 


University of the Philippines (improvement of curriculum, research, and 


laboratory equipment). 
General education. 
Census project. 
Community development. 
General highway improvement. 
Meteorological services improvement. 
Village health and sanitation project. 
Civil police administration. 
Ground water exploration. 
Crop development. 
Improvement of irrigation and water control. 
Crop development. 
Fisheries development. 
Expansion of rural-urban water supply. 
Geological survey. 
Highway and bridge construction. 
Rehabilitation of inland waterways. 
Improvement and expansion of aeronautical ground facilities. 
Health services development. 
Expansion of medical education facilities. 
Expansion and improvement of technical vocational education. 
Expansion and improvement of elementary education. 
Expansion and improvement of secondary education. 
Instructional materials development. 
Improvement of civil police. 
Strengthening civil guard. 
Expansion of Government information facilities. 


FISCAL YEAR 1961 


Armed Forces yocational training. 
Improvement of water supplies. 

Civil police administration. 
Agriculture and rural improvement. 
Land and water resources development. 
Forestry development. 

Fisheries development. 

Coal mine development. 

Minerals development other than coal. 
Primary system improvement. 

Power transmission and distribution. 
Logging operations. 

Water resources survey. 

Material standards control. 

Building materials research center. 
Harbor development. 

Disease control. 

Municipal water supply improvement. 
Environmental sanitation. 

Medical and paramedical education 
Hospital and other health facilities improvement. 
Rural health improvement. 

Trade and industrial education. 
Vocational agriculture education. 
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MUTUAL SECURITY DEFENSE SUPPORT PROJECTS—Continued 


FISCAL YEAR 1961—continued 
Science education. 
Low cost housing. 
Engineering services. 
Excess property (construction equipment). 
CUSA administration. 
Flood control. 
Land and water use. 
Fisheries development. 
Coal mining development. 
h, and Development of metals and minerals other than coal. 
‘Transmission and distribution system. 
Medium industry development. 
Central industrial research center. 
Waterworks rehabilitation and expansion. 
City drainage. 
Highway and bridge construction and rehabilitation. 
Railroad construction and improvement. 
Port and harbor improvement. 
Marine navigational aids. 
Civil aviation operations. 
National police modernization. 
Voluntary agencies support. 
Housing finance, planning, and construction. 
AFAK. 
General engineering services. 
Irrigation development. 
Development of national road system. 
Improvement of river harbors and ferries. 
Rehabilitation of airport. 
Community health. 
Teacher training. 
Civilian police administration. 
Rural development. 
Voluntary agency rural development activities. 
Operation Brotherhood. 
Bangkok-Saraburi Highway. 
Korat-Nongkai Highway. 
Highway equipment pool. 
Aeronautical ground services improvement. 
Meteorological services improvement. 
Village health and sanitation. 
Civil police administration. 
Ground water exploration. 
Crop development. 
Improvement of irrigation and water control. 
Land development (rural resettlement) 
Agricultural credit and cooperative organizations. 
Fisheries development. 
Nong Son coal mine development. 
Expansion of water supply systems. 
Highway and bridge construction. 
Rehabilitation of inland waterways. 
Improvement and expansion of aeronautical ground facilities. 
Health services development. 
Expansion of medical education facilities. 
Expansion and improvement of elementary education. 
Expansion and improvement of secondary education. 
Instructional materials development. 
Improvement of municipal police and surete. 
Strengthening of civil guard. 
Modernization of accounting and auditing systems. 


Note.—DS projects with dollar financing as proposed in the presentation 
books for fiscal year 1960 and fiscal year 1961. 
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Mr. Passman. IT might say humorously, Mr. Ambassador, we 10 
a challenge out, if any person in your Department can think of : 
project that has ever been conceived by the mind of man that you * 
not have in the foreign aid program, where there is no relationship 
to something in there, he gets the prize. Some time on your vacation 
take a list along. 


INCREASE FOR COUNTRY PROGRAMS 


What is the reason for requesting an Increase even above your esti- 
mate of last vear for three countries mentioned on page 7? 

Mr. Rippuenercer. For one of these countries—namely Taiwan—I 
attempted to cover in my general remarks the reasons for the increase 
for that country, the basic idea of accelerated economic orowth. 

I think it would be obvious that if it were not for this concept, it 
would have been possible to effect. a reduction in the proposal for 
Taiwan. That is the country which we picked out as an example. 

The second one would be Laos. There, of course, it is partly the 
result of the situation and the subversion and penetration and our 
desire to stabilize this country to the extent possible. 

Of course, the third is Pakistan, where the economic situation is 
still most precarious. This was our best judgment on what that 
country would require in the next fiscal year. 


INCOMPATABILITY OF JUSTIFICATION OF VARTOUS PROGRAMS IN 
SAME AREAS 


Mr. Passman. That causes us some coneern, Mr. Ambassador. 
Down in Lomisinns years ago we had a saying that if a man is on 
two payrolls, he is double dipping e. You sav here that Pakistan’s 
eon tinned Lae arious economic situation has made desirable a moder- 
ufe merease 1 1 defense sup port, T: aiwan: Exceptional prospects for 
achieving more rapid economie growth over the next several years, 
which will permit thereafter sharp reduction. 

Those who are appearing for the Development Loan Fund are 
making the same pitch. They rare atte mpting to get more money be- 
cause it would appear they are now going to qualify the countries 
vou mentioned for substantial Development Loan Fund loans or 
orants—I refer to them as ecrants because that is what they are. 

If we aceept your excellent statement that the reason you have 
to increase is on account of the precarious economic situation and, on 
the other hand, Development Loan Fund says—and that is subject 
to any revisions, I am giving it to you as I understood their testi- 
mony—they have advanced to where they could make them loans, 
which indicates they are coming out of the mire and they can now 
make loans and meet them. 

There appears to be a conflict. You are testifying that on account 
of the precarious economic situation you have to do this, and the 
een Loan Fund says they want more money hecause these 
people are building up to where they can give loans to them. 

Mr. Ripptesercer. T understand the point. 

Mr. Passwan. I do not know how we are ever going to reconcile this 

ith, tlic two parts of It. 
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Mr. Rappuesercer. In my opinion, it is not totally incompatible. 
a Passman. You are justifying the funds on the basis of the pre- 
ious economic situation having made desirable a moderate increase. 
it le aves us adrift. 

Mr. Rippiesvercer. The reason I say that the two proposals are not 
entirely incompatible is thiat so long as it is possible to maintain a 
reasonab ly stable economic situation in Pakistan, then obviously the 
possibility of economic development loans should be enhanced. TI 
would not say that the two were inconsistent. 

In other words, the country may still require grant assistance to 
maintain even a low standard of living and its military forees, and 
uf the same time be susceptible at least to economic development. 

Mr. Passwan. Mr. Ambassador, we are feeding money into these 
nations out of so many different accounts it is almost impossible to 
keep up v ith it. Your justifieation is on account of the precarious 
economic situation. T appreciate your being fair with us. The other 
man tries to justify on the basis that there has been such a great im- 
provement they are now eligible for loans. 

The committee will have some diffic ulty reconciling what we think 
is possibly an inconsistency in the testimony. We will do it as fairly 
as we ean. 


\Ir. Gary 4 
RESTRICTIVE LEGISLATION TO END INVESTMENT INCENTIVE PROGRAM 


Mr. Gary. [simply want to sav T thoroughly agree with the chair- 
man with reference to this item of the incentive investment fund pro 
eram. ‘The committee yr rapecreng that very carefully last year, and we 
were so convinced that it was a program upon which we should not 
embark at this time that we wrote the provision into our report. saving 
that we were spec ifie rally deny Ing’ the Sd million reque sted. 

[am verv much displeased, therefore, to see that the program has 
heen mitiated. Tsincerely trust that the committee this vear will put 
restrictive laneuage in the bill itself so that the program cannot he 
further extended. 

Mr. Passvran. T trust the committee. in its wisdom. will put other 
aneuage in the bill that will control other irregularities we have run 
into. 

Mir. Ripporenercer. IT understand the point of view Mr. Gary ex 
pressed, T think it isthe result of a different construction of the action 
in the conference. I do not think it was any derogation from the com 
mittee report and certainly was never so intended. 

Mr. Passman. There is nothing in the Senate report that would 
fortify the person who took the position that he cou ld lonore what 
the « ‘committee hs id recommended, bec ‘ause the Senate report does not 
mention it. 

Mr. Gary. May I say this is not the only agency that has been guilty 
of that. We had a provision in our Treasury-Post Office re port this 
vear, and the Postmaster General sent out an order instructing his 
force to disregard the language and then put at the bottom asking them 
not to give it any publicity. 

We are going to fight that ont in the conference committee coming 
up shortly. I do not think it is wise and I do not think it is proper 








2210 


and I resent that kind of practice. That is all. I just wanted to make 
that plain. 
Mr. Passman. Mr. Conte? 


CONGRESSIONAL EARMARKING OF COUNTRY PROGRAM FUNDS 


Mr. Conte. The only general question I have is on what this com- 
mittee did last year on earmarking funds for a country. I wonder 
whether the Department has any policy y. Last year we discussed it 
at great length, debated this in committee and on the floor. It was 
never brought out through witnesses whether the Department dis- 
agreed with the action taken by this committee of earmarking funds 
in a bill for a specific country that came under defense support. 

Yesterday there was a great deal of discussion in regard to the For- 
eign Affairs Committee forcing your Department to give special as- 
sistance to a country, that there was no economic justification for it. 

We all may agree that no committee should pressure the Department 
for such action. I am still wondering whether the Department agrees 
with what this committee did on earmarking money for Spain last 
year. 

Mr. Rippiesercer. I can express the opinion that it increases the 
difficulties for us if specific earmarking by country is done. I think 
the reasons for that are altogether obvious. We give you illustrative 
figures on the program we have to consider in its totality. Congress 
in its wisdom often cuts the amounts we have suggested, which in effect 
means that we must reprogram the money which is available to us. 

Obviously, there is a greater dislocation if country A has a certain 
amount of money earmarked for it. Therefore, as a general rule I 
thing we are against it. I think the reasons for it are easily under- 
standable. 

Mr. Conte. Did you request $45 million for Spain last year ? 

Mr. Ripptevercer. [ think our request was $40 million. 

Mr. Conte. This committee earmarked $50 million. The Depart- 
ment had asked for $40 million and the committee earmarked it for 
$50 million. Besides losing the right to negotiate w ith these countries, 
which you do, and also the matter of je: lousy cropping up among dif- 
ferent countries, the fact is that this committee cut the overall de- 
fense support budget last year and increased the amount for Spain. 

Mr. Rippiesercer. Yes, which obviously increases what I might de- 
scribe as the financial dislocation because if the overall amount is de- 
creased and a specific amount is earmarked then, of course, it makes 
for greater reductions in the case of other countries. 

Mr. Conte. You have to prorate that reduction among the remain- 
ing countries ? 

Mr. Rippiesercer. Yes. 

Mr. Conte. No further questions. 

Mr. Forp. This extra amount which the Congress earmarked for 
Spain had not been programed in the special assistance part of the 
budget ? 

Mr. Ripptesercer. Part of it had been programed. That is to say, 
the part which was represented in the illustrative figures in the original 
request. 

Mr. Forp. The $15 million had not been programed ? 
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Mr. Rippiesecer. No, sir. 

Mr. Forp. You are planning to obligate in fiscal 1960 how much of 
the $45 million ? 

Mr. Rippiesercer. $45 million. 

Mr. Forp. You plan on obligating that ? 

Mr. Conte. You have no alternative. 

Mr. Rippiesercer. We have no choice, I suppose. 

Mr. Conte. We earmarked $45 million in the bill. 

Mr. Forp. As I recall that language, it did not direct you to do that. 
It simply says that of the amount you may 

Mr. Mourpiry. It says the funds are available only for 

Mr. Forp. That is not a direction that you must obligate it. 

Mr. Murpny. In fact, the President makes a point whenever he 
signs a bill with language in it that he cannot possibly construe it as 
a direction because it would be an invasion of the constitutional power 
of the Executive. 

Mr. Forp. That language says if you are going to spend $45 mil- 
lion—— 

Mr. Murrny. It says of the amount made available $45 million is 
available only for assistance to Spain. If I want to use that particular 
$45 million 

Mr. Foro. If you want to use the total amount set forth in that 
special phrase, you must use it for Spain. 

Mr. Murruy. That is correct. 

Mr. Rippiesercer. Naturally, the appropriation runs to the Presi- 
dent, which is the legal position on it. The President is not forced 
to give any country X millions of dollars, but in this case there is a 
limitation on other utilization of that money once it has been ear- 
marked. 

Mr. Forp. You have not asked for the continuation of that language 
in fiscal 1961 ? 

Mr. Rippiesercer. No, sir; we have not. 

Mr. Forp. What is the amount you have asked for in dollars for 
fiscal 1961? 

Mr. RippLeBERGER. ———— million. 

Mr. Forp. You as the director of this program would oppose any 
such language in the bill in fiscal 1961? 

Mr. Rinpiesercer. For the reasons I have just explained and also 
on the basis of our calculation of the economic requirements of Spain. 

Mr. Conte. Do you feel that the ——— million is sufficient for the 
economic need of S Spain in 1961? 

Mr. Rippiesercer. “Sufficient,” of course, is a very broad phrase 
in this case. We are hopeful that the progress under the stabiliza- 
tion package for Spain that was worked out last year with the OKEEC 
will have demonstrated suflicient economic power so that this amount 
will be adequate. That is, again, a projection. 

We are encouraged by what has happened on the economic front 
in Spain. We are encouraged by the progress that has been made 
toward fiscal and financial stabilizati ion. It has had some other side 
effects, but on the whole we feel it is going forward in a very satis- 
factory way. Taking all that into account, we think — million 
is about the right figure. 
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Mr. Grant. IT might add we have already had a cut in the authoriza 
tion from $724 million to $675 million. This kind of a cut means that 


priorities have to get reevaluated and Spain would be, oby iously, one 


of the countries in this context. 

Mr. Forp. Like all others in that area / 

Mr. Grant. That is right 

When the ¢ OngTess specifically makes a reseryv: ition oft t} 11S sort, B45 
million, the President could leave it unspent, but this mght on the 
surface creates a problem with Spain and the Spanish public, subject 
to interpretation almost as an unfriendly act, since the Congress of 
the United States has said a certain amount should be made available, 
the President then makes less funds available. This. then, gets you 
into certain difficulties. 

Mr. Forn. To ise the reasonima of my eood friend, the chairman, 
if thei eis nota need for the program, Vou should not obligate t and 
spend it for any country. 

Mr. Rippternercer. That isrieht. 

Mr. Forn. Of course, we have to assume that the pregrams you 
submit are basically sound and that there is no more justification for 
an increase over the program as presented 

Mr. Grant. Sir, vou do have, obviously, an overall foreign policy 
overriding justification here. T think you could say that once the 
(Congress has acted on this in inereasinge the sum, this introduces a 
new element in terms of our relationships with the Spanish Govern- 
ment and Spanish people. 

That may mean for foreren poliev reasons, aside from vour economic 
considerations, vou may have to take eertain actions whieh \ on might 
not otherwise take. , 

Mr. Forp. I do not remember having ever seen any illustrative pro- 
grams or pinpointed programs that were submitted to this committee 
to justify a greater amount than what you all programed for Spain 

Mr. PAssM AN. | never felt better i 1 my life. I } have never been in a 
hetter mood. T have enjoved this little exchange of remarks immensely. 
I mean no offense. 

Well do I realize that it is the chairman of the committee who is 
being put on trial. IT will protect myself by realistic statisties when 
you gentlemen have finished. T recite the record. There may be 
some red faces on the other side of the table, but we shall wait and 
see. You gentlemen who are doing the examining. nothing but praise 
for you. I know when Iam on trial. 

Now we shall recess until I can see what Chairman Cannon wants. 
We shall get right back on this subject. It should be most interesting 
before it cone ‘ludes. 

(Short recess taken.) 

Mr. Passman. The committee will come to order. 

Mr. Conte was examining on Spain. 

Mr. Contr. For the record, I want it specifically understood that 
I in no way want to put my chairman on trial. I’feel that this is a 
legitimate area of cross-eXamination ; I opposed this particular amend- 
ment last year, as the chairman knows. I opposed it on the floor. J 
am merely asking these questions in case the same amendment is 
proposed this year. I would like to know how the Department feels 
about it. 
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Yesterday the chairman went at great length on the action taken by 
the House Foreign Affairs Committee in regard to the special assist- 
ance program of forcing the Department to allocate funds for a coun- 
try program which was not economically justifiable and this is exactly 
the same case, and I am only being in accord with his cross-examina 
tion of yesterday. I have great admiration for the chairman, I want 
the record to show this. We disagree on these programs. But I was 
the first one to tell him last year we can disagree without becoming 
disagreeable. 

I want to vield to my colleague on the question of Spain. 


POINT 4 YOUTIT CORPS PROGRAM 


Mr. Ruopes. In the conference report today on the mutual security 
bill there was an item for a so-called Point 4 Youth Corps, to be 
organized in the United States to go out and perform some iouitiaie 
not very well defined, in the area of point 4. 

Is this in accordance with the aig aig te prograin 4 

Mr. RIDDLEBERGER. This suggestion. Mr. ‘hairm: wn. has been made 
a number of times. I have had considerab le corresponde nee on it. I 
think the best response that we could make today is to state that it is 
actually something we would have to study. The reasons for that are 
obvious: So much of our point 4 work is work in technical fields and 
the consequence of that is that we try to obtain the services of persons 
who are qualified for the eee endeavor which we and the host 
country have in mind. I do not for a moment deny the possibility 
that some young people might be able to make a substantial contribu- 
tion in certain fields where they have had experience. but I think any 
one who has observed the complications of good recruiting for ICA 
could not but be conscious of the fact that on the whole we need 
experts. 

Mr. Riroprs. Is it vour belief or understanding that this sort of a 
roeveTam would produce expert 3° 

Mr. Rippienercer. I could understand how to a limited degree it 
might for certain purposes 

To be more specific, obv iously, let us say. a young man who had been 
heen brought up on a farm might very well have cert: Lin contributions 
to make within that field but, of course, our work in the technica! 
cooperation area is advice, consultation, demonstration, and instrue 
tion, and so forth. The consequence of that is that we cannot be en- 
tirely sure what the outcome of this proposal would be, although cer- 
ti ainly I think we should examine it with eare. 

Mr. Ruopes. Doesn’t the name “Point 4 Youth Corps” strike 
jarring note? It does with me. 

It sounds to me like a new sort of a civilian conservation corps or 
something which is confined to people who are between the ages of 
16 or 18, or thereabouts. Is it vour understanding that this is the 
type of program that is intended ? 

Mr. Ripptenercer. That is what we are not certain of. Tt so hap- 
pens I have just returned from a trip to Latin America where we have 
a history of activity in this field that dates back almost 20 years now 
and we have developed a certain expertise, both in technical subjects 
and in the necessary languages. 
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Personally, I have some doubts that very youthful persons could 
make any substantial contribution, let us say, in the Latin American 
country, unless they had both the technical training and the knowledge 
of the language. 

Mr. Ruopes. Then, of course, there is the problem of the aging, too. 
I mean if somebody 16 or 18 went into the Point 4 Youth Corps, and 
he stayed until he was as old as I am, it would seem a little ludicrous 
to continue to call him a member of the Point 4 Youth Corps. 

Mr. Rippesercer. Probably by that time he would be a TC expert. 


CAMBODIA 


Mr. Contr. Mr. Secretary, you mentioned Cambodia. Is Cambodia 
a member of the SEATO Treaty / 

Mr. Ripptesercer. | think I said the territory of Cambodia is cov- 
ered by some of the arrangements. 

Mr. Contre. They are not a member of SEATO? 

Mr. Rippiesercer. I do not think they are. 

Mr. Mureny. They are not. 

Mr. Rippiesercer. Under the Geneva Treaty they are neutral. 

Mr. Contre. Then they are not a member ? 

Mr. Rippiesercer. They are not a member. 

Mr. Conrs. Do we have any military installations there? 

Mr. Rippiesercer. In Cambodia, no, we do not have military in- 
stallations there. 

Mr. Roseman. There are no U.S. military installations in 
Cambodia. 

Mr. Contr. They have their own ? 

Mr. Roseman. Yes. There is a small military assistance group, 
but there are no joint installations nor are there any U.S. forces in 
Cambodia. 

Mr. Conve. Is there still a conflict existing between Cambodia and 
Thailand ? 

Mr. Roseman. Yes, sir. 

Mr. Contr. A border dispute ? 

Mr. Roseman. Yes, a thousand years old. 

Mr. Conver. Is it as active asit was about 8 months ago? 

Mr. Roseman. I don’t think so, sir. You were referring to the 
time of the so-called Stung Treng incident ? 

Mr. Conte. Yes. 

Mr. Roseman. You said Thailand ? 

Mr. Contre. Thailand. 

Mr. Roseman. There is, of course, a longstanding dispute bet ween 
Thailand and Cambodia over a temple called Preah Vihea in the 
jungle on the northern border of Cambodia. This dispute has been 
going on with varying degrees of intensity but it has not been a very 
intense issue in the last 6 months or so. 

Mr. Rippiepercer. The exact phrase was “territorial integrity of 
the others is covered by one of these collective security arrangements.” 

Mr. Conte. I was trying to bring forth how friendly is Cambodia 
tothe SEATO countries and also to the United States? 

Mr. Roseman. If I may try to respond to that, sir, Cambodia, of 
course, has an official policy of neutrality. It has refused to ally it- 
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‘self with either bloc. On the other hand, Prince Sihanouk, who was 
the Prime Minister of Cambodia and is its les ading ep figure, has 
said again and again that in case of any attack by Communist na- 
tions he would look to the United States and its allies for protection. 

Mr. Conve. Mr. Chairman. 
Mr. Passman. Thank you. 


CONGRESSIONAL EARMARKING OF FUNDS FOR SPAIN 


I think maybe I should have something to say for the record on the 
defense support item for Spain. 

Personally, I am not willing to waive all the prerogatives of the 
committee and the Congress to the executive branch. This committee 
and the Congress, if they, by a majority, should elect to earmark 
funds, then the Congress will have worked its will, and that is the 
wily it is supposed to be. 

1 should like for the record to show that there is a lot of ditference 
between statements made with respect to authorization bills, special 
assistance, and the subject matter under discussion. The difference 
is that the executive branch does program funds for Spain, and it is 
nothing less than ridiculous when you try to establish for the record 
that by the act of earmarking an additional $5 million for Spain 
the defense support program was upset, when it has been established 
that subsequent to the action of the Congress last year that you did 
not pay any attention, not only to the Appropriation Committee but 
to the authorizing committee, either, in that the committee authorized 
$751 million and the Appropriation Committee thought $695 million 
was adequate, but you managed to find $765,700,000, which is 
$15,700,000 in excess of the actual amount authorized. 

o— let’s get a little history on this great damage done to the ICA. 

Let the record speak for itself. In prior years—and I think the 
record and the Congressional Record at the time we were considering 
the bill last year, and Members from either side will say yes—there 
Was some justification, or there would have been some, because of the 
amount of money that we intended to go to Spain and they did not 
get it. 

There is no longer any such need. 

Let’s point out the inconsistencies, Mr. Ambassador, of your defense 
of it in that we upset the program. 

It was brought to my attention that they were purposely requesting 
a low amount for Spain, knowing they would spend far in excess of 
that amount, and it was to accommodate certain feelings in the House. 

Now, let’s go to the record and see whether I can substantiate that 
claim. In 1956 you budgeted $28 million; we earmarked $50 million. 
What did you spend? $58,700,000. So you exceeded the earmarked 
amount by $8,700,000, and you exceeded by $30 million the amount 
you put in the budget—more than doubled. This was brought to my 
attention again in 1957. I said then that maybe the lesson we taught 
them would lead them not to do it again, But what happened ? 

You asked for, in the budget, § $46,500, 000. We felt we should ear- 
mark $50 million, so as to make sure. How much did we upset your 
program? You budgeted $46,500,000. We earmarked $50 million. 
You gave them $70 million. 
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Now, let’s move alone to 1958. They said, “Please protect: us 
hecause this is what may happen unless vou earmark it.” 

So you asked for $31 million. The committee earmarked $40 mil- 
lion: but vou spent $55,100,000. 

Now. let’s move into 1959. 

Please tell me, if you will, what you asked for in the budget in 1959. 

Mr. Rees. $45 million. 

Mr. Passwan. Weearmarked 850 million, and vou spent So0 million. 

Just let that record speak for itself, and let’s see who is misleading 
whom. 

[ want to go further and say that vou have people who questioned 
whether I was a broadminded nan or a narrowminded Dian. I said 
let the record speak for itself. IT am willine to earmark a larger 
amount for this com cry. Now. if Tam ouilty ot arent offense by being 
instrumental in vetting these funds earmarked, on account of what 
had happened in prior years, and the fact that there was some sub- 
stantial indieation that vou were trving to fool the Coneress that 
vou were going to ask fora very low budget, then you were going to 
shoot the moon, as you would say if you were playing rook: but if 
this record does hot speak for itself, | clo hot know what record would 
speak for itself | think I said On the floor of t | eC TTouse last vear 
that I hoped this was the final year in which I would support any 
proposal to earmark funds for Spain. 

Now, you go back and read those figures which T have just given 
you, and if I have not olven them to vou accurately, I will resion 
my chal ‘manship of this committee. There are a lot of other things 
that I could bring to your attention that would not look good in the 
record, but I do not intend to mess the record up with those person- 
alities or issues: but I want the record to show that T am not a narrow- 
mined man, and I would LO just as far to help Franco, if he is willing 
to work to help preserve our Way of life and the security of this 
country. 

I think the record will speak for itself, and we will let those who 
read the record evaluate just what the penalty should be for the small 
part that the chairman had to do with earmarking these funds. 

Did you know, Mr. Ambassador, what I had said with respect to 
the low budget request—the in-between earmarking—then the great 

mount that you spent over and above the amount that hac 
earmarked ? 

Mr. Rrppiesercer. T was not aware of any conscious lowering of it. 

Mr. Passman. It makes a clear record: does it not ? 

Mr. Rippiesercer. Of the illustrated figure. Ithink I should make 
one observation on what you said. 

Mr. Passman. You check it, and see whether I will have to resign 
my chairmanship or not. 

Mr. Rippiesercer. Mr. Chairman, I do not contest the accuracy of 
your figures. 

Mr. Passman. Either verify them or prove them wrong. If you 
prove any figures are correct, then you know I had a valid case for my 
action. 

Mr. Rippiesercer. I think my—— 

Mr. Passman. When I use figures, they usually standup. I think I 
can assure you of that. 
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Mr. Ripprevercer. I think my reply to Mr. Conte was of a some- 
what different character. 

Mr. Passman. There is no offense; but I know the story. Anytime 
it comes to me that they are requesting a low budget but they are 
going to shoot the moon when they get it, it is subject to discount ; 
but there is a history for that. Then, when we turn around and 
we do earmark funds, and see that you shoot $20 million above, there 
is some justification ; and there are a lot of other things. 

Mr. Rippievercer. I was not addressing myself to the validity of 
the illustrative figures for Spain. I was describing what the mevi- 
table mathematical consequences would be of earmarking, let us say, 
for any country. 

fr. Passman. Do you know of any other instance where I have 
recommended earmarking funds? ‘There were specific reasons for 
this, and I think they were valid reasons. I hope you will study them 
bjectively. Then vou will know exactly. If the figures I have given 
‘are accurate, wil] Vou please look at them if they are ac 

there is some justification for my action: would you not 


Ripptenercer. Well, Mr. Chairman, in the first part in the 

vears [ must confess that I have no personal knowledge of 

the estimates were arrived at, nor do I have any personal knowl- 
that the figures might have been reduced for the period 

Vir. Passvran. If those figures are correct there, it looks like, as we 

WoO ad say in Louisiana, “There is a bug on the chip.” Would ‘| you 

v so? T am not trying to put words in your mouth. TIT think I 

now the record is eolng to back me ups; and if I have to reveal in 

etv all the things that brought this about then, of course, I shall 

But ] would just as soon close the ense and let the record 

for itself, because what vou asked for and what we earmarked 

vhat vou finally spent—if that does not make a picture to look 


has not happened in any other country, has it, so one-sided 4 


; Se 
rho [r. Rippiesercer. I am not contesting the judgment of the Con- 


all vTes in deciding’ to earmark specific amounts for specific com tries. 
Passwawn. Thank vou, Mr. Ambassador. [Tam glad you recog 
to we have that prerogative and we may disagree: 
eat d, IT think the trend is to get legislation that 
een tire program permanent so you won't have to con 
every vear: and I think the trend ts also te 
with it just about what you want to do. 
fr. Rippternercer. Could T finish? T was responding to a question 
from Mr. Conte. 
* Passwan. Yes. Go rioht ahead. 
Ripotenercer. The real point of my response was 
of earmarkine funds for other countries. [ was not attempting 
debate the validity of the Spanish floures in one way or al other. 
Mr. PASSMAN. Had I been onilty, or had this committee been omilty. 
of recommending and earmarking for any other country? Do you 
know of any other instances where we specifically earmarked funds? 
Ir. Rippierercer. Tam just checking. 
Mfr. Passa AN. Please do. 
That is, where this subcommittee since I have been chairman 
Ir. Merrenry. IT do not know. T thought vou meant not under 
se leadership, but in the history of the program. 
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Mr. Passman. I mean in the history of the program, do you know 
of any instances where I have recommended that funds be earmarked 
for any particular country ¢ 

Mr. Rippevercer. I was just checking. I do not recall any at the 
moment, Mr. Chairman. 

Mr. Passman. Does that further fortify me in my position, that 
I may have had, or that I did have, a valid reason for giving this 
some consideration? I did not try to upset your entire program by 
earmarking funds; did I? 

Mr. Rippiesercer. Mr. Chairman—— 

Mr. PassMan. This is a policy question. It is implied that we 
would do great damage by this process. This would certainly be the 
exception, the one exception, and not the rule, so far as earmarking 
funds; would you not say ? 

Mr. Ripptesercer. I think I said earmarking introduced an ele- 
ment of rigidity into the remainder of the program. I do not think 
I said it upset the entire program. 


STABILIZATION PROGRAM FOR SPAIN 


Mr. Gorvon. Since we are on Spain, could I comment on this one 
point ? 

Mr. Passman. Yes, please do. 

Mr. Gorpon. With respect to 1960 and 1961, particularly, the 
situation has changed markedly since they adopted the stabilization 
program which went into effect at the end of last July. 

Mr. Passman. We are glad to hear about that. We understand 
your justification this year will be political, rather than economic. 

Mr. Gorpon. I assure you the request for ———— million has no 
relationship to any ideas anyone has with respect to what congres- 
sional action may be. It is limited to the very marked success of the 
stabilization program. We say in the book that the Spanish for- 
eign exchange earnings have increased by about $100 million. Ac- 
tually, as of today, it is over $200 million. 

They are getting along. We do feel while they will need capital that 
they can take loan assistance rather than grant assistance. 

Mr. PassmMAn. Dollar loans, or soft currency loans ? 

Mr. Gorpon. They would be in the position to take dollar loans. 

Mr. Passman. That is the best news I have heard this year. Thank 
you very much. 

Mr. Anprews. May I ask a question, Mr. Chairman ? 

Mr. Passman. Certainly. 


AREAS IN WHICH AID NOT JUSTIFIED ON ECONOMIC CONDITIONS 


Mr. Anprews. That makes three countries or areas where you can- 
not justify aid because of economic conditions—West Berlin, Israel, 
and Spain ? 

Mr. Gorpon. I am sure there would be others where the justifica- 
tion is at least partly political also, other than those three. 

Mr. Anprews. So far I recall those being the three named; is that 
right, Mr. Grant? 

Mr. Grant. That is right, sir. 
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Mr. Anprews. Would you tell us or supply for the record what 
other areas cannot be considered as eligible for aid because of eco- 
nomic conditions? 

Mr. Grant. Sir, I can submit this for the record but it is my rather 
firm understanding that, or recollection, that these are the three that 
you have mentioned that fall into this particular category, of pre- 
ponder rant foreign policy motivation, insofar as economic assistance 
is concerned, 

Mr. Anprews. What about Formosa ? 

Mr. Grant. Formosa: There is the economic need and justifica- 
tion for it and I think as Mr. Riddleberger 

Mr. Anprews. For aid other than military assistance ? 

Mr. Grant. Yes, sir, that they need this aid there. Assistance to 
Taiwan has a sound economic justification. 

Mr. Anprews. When you look at the record and if you think of any 
other countries other than those three, please supply them in the 
record. 

Mr. Gorpon. I might mention one other right now that we covered 
the other evening. 

You recall the ——— million for Morocco ? 

Mr. Anprews. Yes. 

Mr. Gorpon. That ———— million is definitely tied to 
to political-military considerations. It is not based solely on an eco- 
nomic analysis. It is based on political-military considerations, the 
level of ———— million. Now, it is being used by the Moroccan Gov- 
ernment to finance its development. budget and development program 
but the rationale for the aid level is essentially political-military. 

Mr. Anprews. When you say that aid cannot be justified for eco- 
nomic reasons, do you mean that the economy of that country has 
improved to such an extent that they no longer need financial 
assistance ? 

Mr. Grant. I think this is the difference, sir, between Moroceo—— 

Mr. Anprews. I am talking about the general statement as regards 
the other three countries. 

Mr. Grant. Yes, sir. 

Mr. Anprews. They no longer need financial assistance because 
their own economy has improv ed to that extent ? 

Mr. Grant. Yes, sir. 

Mr. Anprews. Thank you. 

Mr. Grant. For economic grant assistance. 

Mr. Passman. The committee will stand in recess until 7 o’clock 
this evening. 

Thank you very much, gentlemen. 
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NIGHT SESSION 
DEFENSE SUPPORT—NEAR EAST AND SOUTH ASIA 
WITNESSES 


HON. JAMES W. RIDDLEBERGER, DIRECTOR, INTERNATIONAL CO- 
OPERATION ADMINISTRATION 

JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING 

EDWARD F. TENNANT, ASSISTANT DEPUTY DIRECTOR-CONTROLLER 

DALY C. LAVERGNE, DEPUTY REGIONAL DIRECTOR, OFFICE OF 
NEAR EAST AND SOUTH ASIA OPERATIONS 

JOHN E. MURPHY, INSPECTOR GENERAL AND CONTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


Mr. Passman. The committee will come to order. 

We shall discuss first defense support for the Near East and south 
Asia. 

I should like to know if the committee and the witnesses are in 
accord that this is, in effect, economic aid. From the way the money 
Is spent, would it be considered economic aid é 

Mr. Grant. Defense support / 

Mr. Passman. Yes. 

Mr. Ripptenercer. Defense support, ves. 

Mr. Passman. It is considered economic aid. 

Thank you. 

It is economic aid which goes to the countries that maintain mili- 
tary forces. 

Mr. Grant. The classic definition of defense support— 
is that economic assistance which is required in addition to military assistance 
in order to secure a specific contribution to the common defense by another 
country in which U.S. military aid is helping to support significant military 
forces. 


Mr. Passman. If we can get direct answers, I will be grateful. 
(GREECE 


For Greece in 1959 you had $20 million: 1960, $25 million. Is 
the amount that you request for fiscal 1961 classified ¢ 

Mr. Murpny. Yes, sir. 

Mr. Passman. What is the total amount of defense support to date? 

Mr. Murpeny. $942,997,000. 


ESTIMATED UNLIQUIDATED OBLIGATIONS AS OF JUNE 30 


Mr. Passman. What do you have to the credit of Greece, unliqui- 
dated, as of June 30 estimated ? 

Mr. Murpuy. $16,602,000. 

Mr. Passman. I think you testified earlier that as of February 28, 
you had $1 billion unliquidated. But what did you have unliquidated 
as of that date to the credit of Greece ? 

Mr. Murpny. Mr. Tennant will have to look that up, Mr. Chairman. 
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Mr. Grant. We tend to get a peak in the figures if you take a mid- 
year. If one took June 30 as a figure it would be significantly lower 
for the total. 

Mr. Passman. It happens that that is not the figure I requested. 

Mr. Tennant. Approximately $24 million would be 

Mr. Passman. Which would be, on the basis of prior years, approxi- 
mately a little over a year’s pipeline; would it not 4 

Mr. Murrny. Yes, sir. 

Mr. PassmMan. So far as the total unexpended, unliquidated amount, 
the same date, it would average out about 18 months of pipeline; 
would it not 4 

Mr. Murpiry. Not quite that much, Mr. Chairman. 

Mr. Passman. You have a 12-month supply of unliquidated funds 
to the credit of Greece / 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. What is the pipeline for the same date, if you take 
the program in its entirety / 

Mr. Murrny. You figure the length of the pipeline in terms of 
expenditures. 

Mr. Passman. We pin it down for Greece that you had about 1 
year’s pipeline; but what was the allocation last year out of the 
defense support, $762 million ? 

Mr. Murpny. Yes,sir. Isee now. It is just under $800 million. 

On that basis, yes, Mr. Chairman. 

Mr. Passman. Which would give you 16 months’ average pipeline? 

Mr. Murrny. It would be one and a quarter years. 

Mr. Passman. What would it be? 

Mr. Murruy. Fifteen months. 

Mr. Passman. You take the average ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Is there anything significant why one nation would 
have a much lower figure ? 

Mr. Mcrrny. No, sir. It isa question of timing and obligations 
of expenditures along during the vear. I do not consider it signifi- 
cant. 

Mr. Passman. Would it mean that we can anticipate additional 
deobligations ? 

Mr. Murrny. No, sir. I think that you will find that that world 
wide pipeline will be down at the $800 million level by the close of 
the fiseal year. 

Mr. Passman. Tamstill talking about February 28. 

Mr. Murpiy. Yes, sir. 

Mr. Passman. If I do not keep it at that, we will not have continuity 
and will lose track of it. 


LEVEL OF PROGRAM FOR DEFENSE SUPPORT AND MILITARY 
ASSISTANCE FOR GREECE 


While there is a decrease in this program of defense support, do you 
have a comparable decrease percentagewise in the military assistance 
program? If so, could you state that for the record at this time, as 
we will be considering that in the very near future ? 





Mr. Grant. Sir, the presentation book shows an in the mili- 
tary assistance figure. 

Mr. Passman. How much? 

Mr. Grant. It goes from $88.1 million in 1959 to $48.3 million in 
1960 and ———- million in fiscal year 1961. 

Mr. Passman. Then a decrease that you may indicate for defense In 
support, if we are dealing with dollars, is —— in military assistance? cett 

Mr. Murrny. Yes; Mr. Chairman, that is correct. mill 

Mr. Passman. Thank you. 

The justifications indicate that Greece’s expenditures for defense 
are about $140 million a year. 

What is the proposed level of U.S. assistance, military, for fiscal 
1961? 

Mr. Grant. ———— million. This is the obligation figure. 

Mr. Murpny. That is right. 

Mr. Passman. Speaking of 1961? 

Mr. Murpny. Yes, sir. 

Mr. PAssman. What is the total we are contributing? What is the 
total of military and defense support we are contributing ? 

Mr. Mourpnuy. That would be ——— million. 

Mr. Passman. Would that be an increase or decrease from the pre- 
vious year? 

Mr. Murrny. It would be —-——— from the previous vear. 

Mr. PassMan. What has been the amount of budget support for 
military and economic purposes in fiscal year 1959 for this country? 

Mr. Murpnuy. $29 million. 

Mr. PassMan. Budget support. for fiscal 1960 ? 

Mr. Morrny. We do not have an estimate for 1960. Our latest 
estimate is for the year ending December 31, 1959, Mr. Chairman. 

Mr. Passman. What is proposed for fiscal year 1961? 

Mr. Morpny. For budget support ? 

Mr. Passman. Yes. 

Mr. Morpuy. I do not have that figure. Perhaps Mr. Lavergne 
has the figure. It runs beyond the figure in the book. 

Mr. PassmAn. Let us get. the budget support figure in U.S. dollars, 

Mr. Grant. There is a figure proposed for 1961 of — of local 
currency. 

Mr. Passman. Give it to us for 1959. 

Mr. Morpny. I have it for 1960. 

Mr. Passman. How much? 

Mr. Morpnry. $25,516,000 in local currency. 

Mr. Passman. What is the source of these funds? 

Mr. Morpuy. It is MSP generation, Mr. Chairman; either section 
402 or regular non—402 commodities. 
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Mr. Passman. For Iran you have $34.2 million for fiscal 1960, and 
there would be ——— for Iran in 1961 ? 

Mr. Laverene. The figure is ——— for 1961. 

Mr. Passman. That is classified ? 

Mr. Murpny. Yes, sir. 
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Mr. PassMan. For fiseal year 1960 you had $54.2 million. Again, 
this account, like all the others. is growing. 


INCREASE IN SUPPORT SINCE 1959 


In 1959 you had only $3 million for defense support for Lran, also 
setting aid from many other sources. Then you jumped up to $34.2 
million in 1960, and even though you show a decrease for 1961 below 
1960, it is much more than that of fiscal 1959. 

Mr. Laverene. That is correct. 

Mr. Passman. As they are getting various other types of aid, why 
is it necessary to increase this account so very much / 

Mr. Rippenercer. Mr. Chairman, I believe I mentioned in my gen- 
eral statement on defense support the developments in Lraq which, 
of course 

Mr. Passman. This is Iran. That was in 1958, 

Mr. Ripptesercer. Developments in Iraq, in fiseal year 1959 led to 
the desirability increasing the defense support figure for [ran. 

Mr. Passman. I do not think we can continue until we have died 
of old age increasing this annually, based upon what may have hap- 
pened back in 1958. But you have a right to say that for the record. 

Mr. Grant. We now show for defense support a decrease from 
1961 over the figure we had in fiseal year 1960, 

Mr. Passman. You had $3 million in 1959 and you jumped that 
allthe way up to $54.2 million in 1960. 

Mr. Granr. The jump is related to the Iraqi revolution. 

Mr. Passman. All right; but then you are asking for million 
in LOGL. 

Let us see what other types of aid have gone into Iran. 

Mr. Merpviry. They get military assistance, Pac Chairman. 

Mr. Passman. What has been the total of defense support aid 
date for this oil-rich country ¢ 

Mr. LAvERGNE. $316,668,000, 

Mr. PassmMan. That is out of the one item, defense support ? 

Mr. LAverGNeE. Correct. 

Mr. Passman. What has been the cumulative for all of the aid ? 

Mr. Laverene. I do not have that for all types. 

Mr. TENNANT. Economie 4 

Mr. Passaan. All types of aid. 

Mr. Tennant. The cumulative figure for all economic aid for June 
MIS S377 552.000. 


IRANIAN BUDGET SURPLUS 


Mr. Passman. According to the records, this oil-rich country is 
operating with a budget surplus. Did they not have a budget surplus 
In 19604 

Mr. LAverGne. Counting the aid, they do have a surplus. 

Mr. Passman. Let us just see how consistent we are. 

In 1958 they had a surplus of $12 million, and we gave then $3 
million from this. Men we are laying great stress on what happened 
in 1958, but it follows nevertheless that in 1960 they increased their 
surplus over the 1958 figure. However, you are now asking for — 








million, even though they have a greater budget surplus than they 
did back in 1958 before the incident to which you referred ¢ 

Mr. Grant. Sir, they hada major deficit in 1959. 

Mr. Passman. I suppose it is ¥ ause we did not give them enough 
aid to create a budget surplus. I do not know of any other way to 
put it. 

You place great stress on 1958 and what hi: appened. That is the 
year they had a $12 million budget surplus, and then it went to a $49 
inillion budget deficit in 1959. Then it jumped back to $13 million 
surplus in 1960. 

Let us go into any other items that might be included. 

While there is a decrease in our defense support pean under 


last year, what is the ———— military assistance request for Iran ! 
Mr. Murruy. ———— million. 
Mr. PassMan. Page 39 indicates that - of this request will be 
used for- : is that correct ¢ 
Mr. Lavercne. That is correct. 
Mr. Passman. For what purpose will the balance of million 


be used ¢ 
SUPPORT OF TECHNICAL COOPERATION PROGRAM 


Mr. LAVERGNE. - million of it will be local currency generated 
and will be used to support the technical cooperation program. - — 
million will be used to support the vocational education project. 

Mr. Passman. Out of defense support ¢ 

Mr. Laverene. It will provide some support for the bilateral tech- 
nical cooperat ion program. 

Mr. Passman. Youare taking that out of defense support ? 


Mr. Laverane. The local currency portion. The — million will 
go to provide for commodities tha 
Mr. Passman. You are taking — million out of the defense 


support / 

Mr. LaverGne. Nonproject aid. 

Mr. Passman. Then you would have to transfer it over to technical 
assistance; would you not? Is it accomplishing the same purposes! 

Mr. Laverene. No,sir. We will not use the dollars for the projects. 

Mr. Passman. But you will use local currency in technical aid ? 

Mr. Laverene. The counterpart which is generated. 

Mr. Passman. In technical aid? Under the defense support setup! 
How are we ever going to get together all of the money spent for 
technical assistance ¢ 

When we went into technical aid, you gave us the information earlier 
and did you include the amount of counterpart and local currency you 
may get out of all of these other appropriations 4 

Mr. Murpeny. Yes, sir. 

If you recall, in many of the countries you interrogated us about 
the local currency on projects. We had it shown on the charts and 
this is a customary practice. In a lot of the countries, local currency 
is used in support of the technical assistance program. 

Mr. Passman. I am trying to understand whether or not, when you 
appeared before the committee testifying for technical aid in ‘the 
amount of $172 million plus the local currency, it included the local 
currency that you are providing under the defense support heading. 
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Mr. Laverene. Yes, sir. 

Mr. Passman. Wait a minute. 

Mr. Mureny. Mr. Lavergne was not even here. 

Mr. Passman. Let him answer the question, and we shall correct it. 

Is that yes or no? Did you include that in the original request ? 
You were not here, but we considered the money request for technical 
assistance in the amount of $172 million for bilateral technical assist- 
ance, and then we also discussed the amount of local currency. Now 
we get over into some of the others and we find that they were taking 
money for technical assistance programs; but here you said for tech- 
nical assistance, and my question is: Has the amount of local currency 
or counterpart funds you are using for technical assistance been 
accounted for in the original figure given to us under technical assist- 
ance, local currency, or is this in addition to that ? 

Mr. Laverane. I was going to answer the question with regard to 
the dollars. 

Mr. Passman. The dollars first. Is that in addition to the regular 
technical aid allocation ? 

Mr. Laverone. The technical assistance allocation on dollars, on 
the testimony where I only looked at the transcript, was $5.4 million. 

Mr. Passman. All right. 

Mr. Laverene. This is not included in that amount of dollars. 

Mr. Passman. This is in addition to the technical assistance which 
is going on in defense support 4 

Mr. Laverene. These dollars are going for nonproiect aid. 

Mr. Passman. Technical assistance / 

Mr. Lavercnr. Defense support aid to Iran. The counterpart which 
will be generated or which is generated from that, like in other situa- 
tions where defense support funds have been used for commodities, 
that counterpart generation is used to support some projects which 
are carried on in a country. 

Mr. Passman. In effect, it increases, if not directly, indirectly, the 
dollar allocation to technical assistance ¢ 

Mr. Laverene. No, sir. 

Mr. Grant. May I reply to this? My recollection is that we did 
cover the local currency contributions to the technical cooperation 
projects at the time we discussed them. 

This particular defense support money is used in association with 
our technical cooperation projects but this is not a purpose for which 
we would be using technical cooperation funds under the rules under 
which technical cooperation operates. This is a question of inter- 
related associated funding, but not a question of an additive amount 
that could have been carried under the technical cooperation appro- 
priations. 

ARMED FORCES VOCATIONAL TRAINING PROJECT 


Mr. Passman. Page 40 indicates that Iran will be able to support 
in its entirety the new Armed Forces vocational training project after 
its first year of oper ation. Isthat correct / 

Mr. Laverenr. This ——— dollars is largely for equipment. for 
Vocational training schools for the conscripts in the Army in skills 
which will contribute later on in their civilian occupations when they 








are out of the Army, such as carpenters, blacksmiths, and so forth, 


This is to buy equipment that is— 
Mr. Passman. I am afraid you did not get my question. 


Page 40 indicates that Iran will be able to support—and I may 
quote this portion— 


* * * Tran will be able to support this project in its entirety 


after its first year 
of operation. 


I wonder if that is the witness’ understanding at this time? 

Mr. Laverene. This is my understanding because these are to pro- 
vide the equipment which is needed for instructional purposes. 

Mr. Passman. We received testimony that the technical cooperation 
project would be for 3 years, with $120,000 necessary to complete the 
project by the end of fiscal year 1965. 

How do we reconcile that with this ? 

Mr. Laverene. The technical cooper ition project, as I recall, 
associated with this one but there is training carried on by the Lranians 
for the civilians as well as for the military. We are speaking here of 
those 

Mr. Passman. I want to know how we reconcile it. You said: 


We believe that Iran will be able to support this project in its entirety 


after 
its first year of operation— 


which we think is very fine; but when we back up and have a look, 
we see that under technical assistance they do not intend to carry it 
out on that basis. They want $120,000 to spend on a project through 
1963 

Mr. Laverene. Not for the equipment which is in the armed forces 
vocational training. 

Mr. Passman. If they can support the project in its entirety, and 
technical assistance is a part of the project, would not “entirety” be 
identical ? 

Mr. GRANT. l think you hi: ave reason Co be con fused from the Way we 
have testified to this. My understanding is that the intention is to 
complete the defense support contribution to the project with the 
million dollars proposed for fiscal year 1961. 

Mr. Passman. Then “in its entirety” is erroneous / 

Mr. GRANT. This will be an addition to technical cooperation. 

Mr. Passman. I know you have the technical assistance, because 
they made their pitch for money for 3 years; but in all probability you 
did not know the vy were going to do that when the man was figuring 
out the military part of it, and he felt that they could take over in its 
entiret Vat the eXpIri ition of 1 year. One statement definitely confthiets 
with the other. 

Just let the record stand as it Is. 

What was the amount of budget support for military purposes in 

seal year 1960 ¢ 

Mr. LAVERGNE. — million 

Mr. PassMan. What is proposed for fiscal year 1961 4 

Mr. LaverGne. This is for 1961. 

Mr. Murpenuy. 
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BUDGET SUPPORT FOR 1961 


Mr. Passman. What is proposed for budget support for fiscal 1961 ? 

Mr. Mcreuy. — million. 

Mr. Passman. That is classified / 

Mr. Murrny. Yes, sir. 

Mr. Passman. We are not going to have a balanced budget, and 
we have not had one in many years; but as they are going to have 
a budget surplus, do you think proper adjustment should be made 
here and not give them funds ? 

Mr. Granr. We proposed to have a balanced budget. 

Mr. Passman. I am familiar with that, providing we raise taxes 
nseven different categories and reduce spending. 

Let ustalk about this item. 

Mr. Grant. These are budget estimates for these particular coun- 
tries. 

Mr. Passman. As you are going to have a aeons: in 1960, and you 
had one in 1958—you only h: ad a deficit in 1959—would it be reasonable 
to make some adjus tment on account of the budget surplus, because 
we supported them last year to the extent that we threw them into 
asurplus position in the amount of about $13 million? We just hope 
you can ask for a revision and reduce it to where you will not give 
them a surplus out of this appropriation, 


TOTAL AID TO IRAN 


Could you provide for us the total amount of aid to Iran since the 
inception of the program, on the dollar aid? 

Mr. Laverene. $377,552,000 through 1960. 

Mr. Passman. That is the total of all types of aid? 

Mr, Laverene. All types of aid through June 1960, economic aid. 

Mr. Passman. See how easily we run over those things? Get the 
nilitary figure for us. 

Mr. Laverener. That is $481.636,000. 

Mr. Passman. This is dollar aid ¢ 

Mr. LaverGner. This is dollar aid. 

Mr. Passman. Does this include the Development Loan Fund; 
everything ¢ 

Mr. Murruy. No, sir: it does not. 

Mr. Passman. Let us get it all. 

What is the Development Lean Fund figure? 

Mr. Mureny. $77.7 million worth of Development Loan activities 
through January of this year, Mr. Chairman. 

Mr. Passman. Are there any other types of aid you know about ? 

Mr. Mvreny. There is probably some Public Law 480. Let us take 
a look. 

Mr. Passman. That costs money. 

Mr. Murreuy. Yes, sit 

Mr. Passman. Let us get that figure. 

Mr. Mcurrery. Through 1958 4 

Mr. Passman. Total? 
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Mir. Murprry. [ am about to give vou that: $12,415,000 worth of 
commodities under Public Law 480 and S84 million of that was loca] 
currency reserved for U.S. use, Mr. Chairman 

Mir. Passaanx. What else? 

Mr. Murpeny. That is it. 

Mr. Passman. Make the subtraction for the local currency, even 
though we generated it. Let us take it off and let us get the total. 

Mr. Murreny. That left $8,403,000 for assistance purposes. 

Mr. Passman. What is the proposed aid figure for 1961 total? 

Mr. Grant. For 1961 / 

Mr. PassMAn. Pes as “lin all categories for 1961 d 

We are not going to do this in every country, but we want to estab 
lish for the record what appears to be a little innocent amount. here 
under one heading, but if you put it all together you run over a bil- 
lion dollars in this country. 

Mr. 2 WWERGNE. The military defense support 


Mr. Passman. I donot want it broken down. 
Mr. eae 1 am just naming these items. 
Military defense support and technical cooperation is mil- 


lion. There is no Public Law 480 proposed for 1961. 

Mr. Passman. Over a billion dollars, Is that all? Does that take 
care of defense support, military, and technical aid? 

Mr. Rippiepercer. If I may assume my other manifestation as a 
member of the Deve lopment Loan Fund, you cannot give a figure on 
the Development Loan Fund for 1960 until the Board has passed that. 

Mr. Passman. Let us put this in context. 

There could be additional funds from other lending agencies, includ- 
ing the Development Loan Fund / 

If we rest our case on this figure in the book, when you search all 
of the sheets you discover that the total aid to this little oil-rich 
country has been, or will be, $1 billion if we go through 1961. The 
actual figure is — 

We shall not go into that much detail on every one, but we did want 
to establish this. 

Mr. Grant. Mr. Chairman, I think I should indicate in the record 
that our prior way of presenting these programs was all functions 
in the country simult: aneously which brought these interrelated parts 
out. and for good and practical reasons, this committee chose to fol- 
low a functional approach which raises certain problems of the kind 
you have noted in not being able, readily, to identify all of the 
elements. 

This is not an attempt by the executive branch to present this in 
piecemeal bits. 

Mr, Passman. I did not. indicate that it was anything other than 
scattered through many different agencies, many different appropria- 
tions. We have to put them all togethe r to get the total. 


PAKISTAN 


The figure for Pakistan for 1960 is $80 million out of defense 


support / 
Mr. LAverGnr. Yes, sir. 


Mr. Passman. You are proposing for 1961, — million, an in- 


crease of - — million / 
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Mr. LAverane. Yes, sir. 

Mr. Passman. What has been the total amount of defense support 
aid to date? 

Mr. Lavercner. Through June 1960, $537,218,000. 

Mr. aceie. It makes it rather difficult to handle a bill of this 
type on the f| oor whe nN you ma ke economic ald, Sweet potatoes, cotton, 
and ever ything else classified. 

Anyway, Mr. Ambassador, they brought a picture down of a hotel 
the Russians are supposed to have built in Burma. Here is this big 
hotel standing up, and they had stamped on the picture “Classified.” 

es at things just about that ridiculous, we wonder if it is 
not just a little careless to have that “Classified” stamp used in that 
way. ha long as you say it Is supposed to be classified, I will take 
it at that. 

Mr. Mureiy. I think you will like this news. I discovered here that 
Pakistan is an exceptional case because of a special agreement we have 
with Pakistan not to reveal the information about military assistance. 

We could make a table for the other 10 countries. 

Mr. Passman. We are not going to ask you to do that. I do not 
think there is any need. 

Mr. Mureny. We could make a table as you did on Iran for the 
other 10 countries. 

Mr. Passman. There is no use going into it if it is going to be 
classified. 

Mr. Murrny. It is just one country. 

Mr. Passman. Allof it is classified in 1961 4 

Mr. Mureny. No, it is not. That is what I am trying to explain. 

Mr. PassMan. Will you give us the list 4 

Mr. Murpny. Wait a minute. Maybe I am getting you off the 
track. For 1961, you are right. 

We could give you a cumulative figure through 1960 on an un- 
classified basis. 

Mr. Passman. Not in Pakistan ? 

Mr. Murrpny. No. 

Mr. Passman. Then we will take the books to the floor and let 
the Members look at the books if they want to, and we shall say that 
we cannot tell them. 

Mr. Grant. The books have a tremendous amount of unclassified 
information inthem. They do indicate in unclassified form the cumu- 
lative figures with the exception of military assistance to Pakistan 
through June 30, 1960, both economic and military aid with an 
extensive breakdown. 

Mr. Passman. You have told us three or four times today that 
anything through 1960 is nonclassified, and we have been putting 
that in the record. 

In Pakistan, all of it is classified for 1960 ? 

Mr. Murruy. Not the economic, just the military. 

Mr, PassMan. Defense support ? 

Mr. Murpny. No. 

Mr. Passman. Just the actual hardware ? 

| Mr. Murrny. Just the hardware. There was a special agreement 
there. 
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TURKEY 


Mr. Passman. For Turkey you have $80 million in defense sup- 


port in 1960, and you have a reduction of million in fiscal 1961, 
Mr. LaverGne. Yes, sir. 
Mr. Passman. This program has a reduction of million pro- 


posed for fiscal 196] 

(Discussion off the record.) 

Mr. Passman. I answered you rather shortly because I was told 
the administration was going to make its main pitch on military 
aid, and would do sole powerful lobbying. 

We try to make our case as we go along. 

What has been the total amount of defense support to Turkey / 

Mr. Lavercne. Through June 30, Mr. Chairman, on defense sup- 
port the figure is $850,454,000, 

Mr. Passman. What has been the total of economic aid in Turkey? 

Mr. LAvERGNE. SS879372,000., 

Mr. Passman. Would that include the development loan fund? 

Mr. LAverRGNE. It does not: no, sir. 

Mr. Passman. Some of us think of that as economic aid, and that 
is Why we always like to put it in, too, 

Mr. Murpny. Development Loan Fund, 847.5 million through the 
end of January. 

Mr. Passman. What has been your local currency program for 
Turkey for fiseal 1959? 

Mr. Laverene. The budget support figure is $31,594,000 from 
MSP sources. 

Mr. Passman. What was the total under Public Law 480? 

Mr. LaverGne. $51,817,000. 

Mr. Passman. Then it is $853-plus million; is that right ? 

Mr. LAvVERGNE. Yes, sir: that is correct. 

Mr. Passman. How about fiscal year 1960? 

Mr. LavereGne. For fiscal 1960, MSP source, $162.615,000. 

Mr. Murreuy. That isthe total, Mr. Chairman. 

Mr. Passman. Those who thought this foreign aid program would 
eventually start down undoubtedly will be shaking their head. 

What do you propose in the way of local currency for 1961? 

Mr. Laverne. Military budget, 

Mr. Passman. That figure is classified, though ? 

Mr. Laverane. Yes, it is. 


CLASSIFICATION OF INFORMATION 


Mr. Passman. When you go through our remarks here, do you take 
out just the figure, or do you take out some of the statements with 
respect to this item which is classified? What do vou take out / 

Mr. Murriry. As you said, Mr. Chairman, the figure is classified, 
and that is all that is removed. 

Mr. Passman. I know you are an honest man Mr. Murphy, but your 
statement is at variance with the facts which I have observed in review- 
ing the transcript, and in numerous instances. 

Mr. Murrry. On occasion you have read from the books, and the 
material you read has been classified, and of course we have had to 
mark that. 
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Mr. Passman. What isthat? 

Mr. Murpiy. You have on oceasion read from the books, materials 
which are classified, narrative material, and we have to mark that 
for you, too, 

Mr. Passman. Even when it is favorable and you anticipate this 
country should be able to conclude their program in | year, you have 
that in the dark, and that is classified. 

Mr. Mureny. We are guided by the shading in the books, Mr. 
Chairman. 

Mr. Passman. You have some stuff shaded, I want to say, that should 
not be shaded: but if vou shade it all I can do is, I don’t say respect, 
abide by the shaded areas. 


GAO AUDIT REPORT 


Page 40 of the GAO audit report dated January 29, 1960, states: 
The United States does not have adequate knowledge and assurance that 
military budget support furnished under the economic aid program admin- 
stered by ICA has been expended in accordance with the terms under which 

Was provided. 

Do you want to comment on that 4 

Mr. Mureny. What country was that / 

Mir. Passman. That is Turkey. 

Mr. Murpny. Thank you. 

Mr. Tennant. I believe the transaction referred to is administered 
and under the control of the military rather than ICA. 

Mr. Mureny. Does it concern the use of local currency for mili- 
tary budgets, Mr. Chairman? I did not catch it as you read it. 

Mr. PassMaAN (reading) : 

The United States does not have adequate knowledge and assurance that 
military budget support furnished under the economic aid program administered 
by ICA has been expended in accordance with the terms under which it was 
provided. 

Mr. Murrny. I think the report in itself, Mr. Chairman, is in error, 
because it implies that ICA has a responsibility for checking up on 
the utilization of local currency by the Turkish Armed Forces. In 
fact, that responsibility vests in the Department of Defense and is 
administered by the MAAG in Turkey, and Defense would have to 
answer that question. 

Mr. Passman. 1 can only say [am not taking sides. The Comp- 
troller General is appointed by the President, and removed from 
polities with a 15- year tenure ; and he does not have to listen to this 
committee or you or the President, or anyone else. He continues, on 
page 40: . 

Turkey has not permitted U.S. personnel to audit the records relating to the 
use of funds released. Instead, discharge of its obligation under the support 
program - 

Mr. Mureny. We will have to ask the military people. 

Mr. Passman. Do you mean this very serious indictment has not 
heen brought to your attention / 

Mr. Mcrreuy. This is the first I have heard of it, Mr. Chairman. 

Mr. Passman. Mr. Murphy, I must say that one reason we are be- 
ing just a little positive this time, as I indicated—and I do not like 
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to whip this old mare to death—is that some of your men over there, 
one in particular, said he had not read our report. You say that 
you have not read the Comptroller General’s report with this very 
serious indictment. The book is loaded with them, and it has been 
out since January 29, 1960. These are available to you, are lee not / 

Mr. Murpny. Yes. 

Mr. Laverene. Mr. Chairman—— 

Mr. Passman. Please. I can talk to but one of you at a time. I 
want Mr. Murphy or someone to read this, so there will be no question 
about the accuracy of my quotation. 

Mr. Mvurruy. There is no question about that. 

Mr. Passman. I much prefer to have it verified, if you will. Go to 
the top of page 40 and read, and pick up at the bottom and see the 
first sentence. You have some notes being passed to you. Mr. Murphy. 
M: a you would like to see them before you reply. 

Mr. Grant. I was trying to direct a reply to you. 

Mr. Passman. Mr. Murphy W: a to answer. 

Mr. Murpny. I have read it, Mr. Chairman. I think it is unfor- 
tunately worded. As I said—— 

Mr. Passman. How about the one at the very bottom there, that 
first sentence? That is also quite an indictment, is it not / 

Mr. Murrny. Thisisa serious matter, Mr. Chairman. 

Mr. Passman. It is very serious, and we have reams and reams 
of this kind of material. I am just wondering why you people 
would not apprise yourselves of this information. The Inspector 
General, who has a new appointment with a lot of money to check 
into these things, has not familiarized himself with these reports of 
the GAQO; and I do not see how you could go about your job if you do 
not start off by obtaining the GAO reports, with these serious charges, 
and familiarizing yourself with them. 

Mr. Mcurrny. Mr. Chairman, as a general rule I am doing that. 
This particular one has not come to my attention. 

Mr. Passman. All right, sir. 

Mr. Murruy. I am sure the military people when they come in will 
be prepared to testify with av t to that report. 

Mr. Passman. All right,s 
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DEFENSE SUPPORT—FAR EAST 
WITNESSES 


HON. JAMES W. RIDDLEBERGER, DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION 

JAMES P. GRANT, DEPUTY DIRECTOR FOR PROGRAM AND PLAN- 
NING 

ALVIN ROSEMAN, REGIONAL DIRECTOR, OFFICE OF FAR EASTERN 
OPERATIONS 

AVERY PETERSON, DEPUTY ASSISTANT SECRETARY OF STATE FOR 
FAR EAST 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY, DEPARTMENT OF STATE 


CAMBODIA 


Mr. Gary. Cambodia. The defense support was $20 million for 
1960, and the request for 1961 1s somewhat less. 

Mr. Roseman. Yes, sir, it is somewhat less. 

Mr. Gary. What is the total of defense support aid to date 4 

Mr. Murprry. $183,059,000. 

Mr. Gary. To help reduce the impact of this reduction in defense 
support funds for 1961, by how much has the military assistance 
budget for this country been increased ¢ 

Mr. Roseman. Sir, I do not have the military assistance figures 
with me at the moment—perhaps Miss Granby can find them. 

May I explain for just a moment the way in which we have been 
operating in Cambodia with respect to military budget support? 

When I was mission director there, we reached an understand- 
ing with the Cambodian Government that there would be a reduc- 
tion -each year in the amount which the United States would 
contribute to the pay and allowances of the armed forces of Cambodia. 
The military assistance program provides the military end items, 
as you know, sir. The defense support program prov ides military 
budget support. As you will see by the reduction in defense sup- 
port, there has been a moderate decrease each year in the amount 
which we contribute to the support of the Cambodian armed forces, 
and the Cambodians in turn have agreed to make up that difference 
from their increased tax revenues, which we have helped to make 
possible through economic and technical aid. 

Someone has just given me the MAP figure. The is — 
million, sir, ——— in military end items which the Cambodians have 
never supplied for themselves, and is simply additional equipment 
for the military forces rather than military budget support which is 
provided under defense support. 

Mr. Gary. What was the amount of military budget support in 
fiscal years 1959 and 1960 

Mr. Murptrry. $13.167,000 in 1959, and $12 million for 1960. 

Mr. Gary. And what is programed for fiscal vear 1961 4 

Mr. Murrny. A slight reduction. 
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USE OF LOCAL CURRENCY FUNDS 


Mr. Gary. Would you explain the comment on page 75 that— 


These local currency funds will be supplemented by the MAP, which provides 
direct dollar assistance for imported commodities * * *? 

Mr. Roseman. The MAP, military assistance program, provides for 
certain imported materials which go into the military construction 
program. Those are essentially items which are fabricated in the 
United States. The local currency provided under defense support 
covers all the costs of military construction which can be financed by 
local currency—labor, local materials, and so forth. Items such as 
plumbing supplies, perhaps fabricated steel, and other things which 
are not available in Cambodia, are brought in under the military as- 
sistance program. 

Mr. Passman. Will my distinguished friend vield briefly ? 

Mr. Gary. Yes, sir. 

Mr. Passman. The military assistance program is now financing 
agricultural commodities ? 

Mr. Roseman. No. These are fabricated commodities, sir, not agri- 
cultural commodities. 

Mr. Passman. Even fabricated commodities. 

Mr. Roseman. They are bringing in for the construction of military 
installations certain materials which are fabricated in the United 
States. My recollection is that in Cambodia these are steel beams and 
other items which are not available from the local market. 

Mr. Passman. Thank you, Mr. Gary. 

Mr. Gary. But they are for the military ? 

Mr. Roseman. They are entirely for the military, sir. 

Mr. Gary. How much has been obligated to date on the two defense 
support projects? Page 78. 

Mr. Roseman. As of June 30, 1959, on the first project, which is 
the improvement of water supplies, $1,054,000. In fiscal year 1960 
an additional $428,000 will be obligated. For the second project, 
which is civil police administration, there was obligated through June 
30, 1959, $1,211,000, and $1,157,000 will be obligated in fiscal year 1960. 


CIVIL POLICE PROJECT 


Mr. Gary. For the civil police project, you have obligated S2.368,000 
during 1959 and 1960, and vou are asking for $1,425,000 in 1961, which 
is $3.793.000. 

Mr. Roseman. The figure I gave you for June 30, 1959, included 
obligations for more than one vear, sir, but your total is correct. 
Through fiscal year 1960, we will have obligated approximately 
$2,500,000, and in fiscal vear 1961 we plan to obligate $1,425,000, 

Mr. Gary. Why is it necessary to spend that much money for the 
Cambodian police force / 

Mr. Roseman. Sir, until the end of the Indochinese war, the 
Cambodian police force had been officered down to the non commis- 
sioned oflicer level by the French. Of course, the French left at 
that time. This left this little kingdom without any trained police 
officers and with a very inadequate police organization, There was 
a large foree, amounting to a total of about 15.000 men for the entire 





kings 
or vv 


resul 


the | 
| 


iS Le 


Suliie 


men 
had 
bod 
rahi 
they 
qua 
pro 
tru 
alic 


jat— 


provides 


ides for 
‘rruction 

in the 
support 
need by 
such as 
; which 
ary as- 


lancing 


it agri- 


ilitary 
United 
ms and 


lefense 


hich is 
r 1960 
roject, 
1 June 
r 1960. 


6S.000 
which 


‘luded 
rrect. 
hat ely 
), 

or the 


r, the 
mimis- 
eft at 
police 
e was 
entire 


2235 


kingdom, including local police, municipal police, the rural police, 
or gendarmerie as they are called, and the detective force. As a 


‘result of work which has been done by the police advisers attac hed to 


the U.S. economic mission in Cambodia, the size of the police force 
is being reduced as more effective organization is achieved. At the 
sume time, the capability of the police is bemg increased by training, 
by the provision of transportation equipment, and by communic a 
tions equipment—radio—so they can deal with internal insecurity 
in Cambodia. ‘Today in Cambodia, sir, this is something which—— 

Mr. Gary. Those three items are furnished by our program / 

Mr. Roseman. Yes, sir, but our program emphasizes training and 
training facilities. There is a police academy which we have built 
for the training of officers, and we have given some assistance to a 
school for the training of noncommissioned officers and of enlisted 
men. We have furnished communications equipment because they 
had very inadequate police communications. I have asked Cam- 
bodian police officers in the rural areas what they would do if they 
ran into a gang of guerillas. Before we started our police program 
they would have to “send a runner to the nearest vill: age police head- 
quarters, and there he might find a bicycle and take the bic yele to the 
provincial capital headquarters, where he might be able to find a 
truck. He could then take that truck, round up some policemen 
and try to chase the cuerillas. 

Mr. Gary. There were no Paul Reveres / 

Mr. Roseman. No, because there are very few horses in Cambodia. 

Mr. Passman. You did everything but turn somersaults in that 
series of incidents you referred to there. 

Mr. Roseman. We have had some very interesting history in Cam- 
bodia. At least partly as a result of our police program, a Cam- 
bodian merchant can now safely take his money from his place of 
business out in the country to the bank in Phnom Penh and buy mer- 
chandise and return. There have been very few recent instances of 
banditry in that country. Cambodia has a very good record in the 
maintenance of law and order, which is essential to the economic de 
velopment of any country. 

Mr. Gary. When will the civil police administration project be 
completely funded 4 

Mr. Roseman. I think the equipment, sir, will be completely funded 
by the end of fiseal vear 1962. We wall continue some technicians 
there for further traiming for several vears after that. We estimate 


that in about 1966 the Cambodians ought to be able to take over their 


own training responsibilities. 


Cuina (Tarwan) 


Mr. Gary. The next country is China (Taiwan). For Taiwan for 


defense support you h: - S68 million in 1960. 

Mr. Roseman. Yes,s 

Mr. Gary. What oe been the total amount of defense support 
funds for this country to date ? 


Mr. Roseman. Through June 30, 1959, it was $1,081,680,000. Our 


estimate of obligations through June 30, 1960 is $1,149,680,000. 
Mr. Gary. How much of an increase is there is in our military 
assistance program to this country / 
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Mr. Murrey. —— 


Mr. Gary. Why is such a large increase necessary in the U.S. con- 
tribution to the defense etfort of this country 4 

Ott the record. 

( Discussion off the record.) 

Mr. Gary. Would you comment ? 

Mr. Roseman. Yes, sir. Off the record. 

( Discussion off the record.) 

Mr. Roseman. In terms of the general situation on Taiwan, I would 
say, sir, that if it were not for the fact that we believe that Taiwan is 
an outstanding example of a country which is making progress toward 
econonuc self-sufficiency, this defense support figure might be lower; 
but in recognition of the Chinese effort to achieve self-sufficienc y, the 
conclusion of the executive branch was that by ——— in 1961 there 
would be an opportunity now for the Chinese to undertake a program 
Which they have worked out. This program calls for a number of 
very important steps in strengthening their entire economy, freeing 
it from some of the controls, establishing a unitar y exchange rate, and 
encouraging private business in Taiwan 
Every report we have had sine e these negotiations were held with 


the ( ‘hinese indicates that under the personal guidance and direction 
ot the Vice P resident of ( ‘hina they 


rapidity and with a good deal of success. 

Mr. Passman. Will the gentleman yield / 

Mr. Gary. Yes. 

Mr. Passman. You are talking about self-sufficiency 
Does that also apply militarily ? 

Mr. Roseman. Our conclusion, Mr. Chairman, after a good many 
detailed studies of this situation, 1s that the Chinese will be able in a 
certain number of years—we are 


are moving ahead with great 
> 7 
economically. 


hot wise enough to know precisely 
how many years, but in a relatively short span of time—to get along 
without U.S. grant economic aid. 

Mr. Passman. On that we just agreed. Iam talking about military. 

Mr. Roseman. But, if I may finish, it does not provide for the 
supply of military equipment to the Chinese forces. We do not 
anticipate that the Chinese will be able to manufacture or buy all the 
arms which their military forces require. 

Mr. Passman. I have a wiy of asking questions where witnesses do 
not understand me. 

Mr. Roseman. [Tamsorry, sir. 

Mr. Passman. You said that you could foresee the Republic of 
China becoming self-sufficient economically. T asked the question, 
do you predict that they will become self-sufficient militarily, I would 
sav, in the near future ? 

Mr. Roseman. If by being self-suflicient militarily you 
they provide all the arms or can they provide the money 
to buy all the arms for a wilitary establ 


mean cal 
. hecessary 
ablishment of the size of 
Taiwan's, I do not believe that can be foreseen am the close future. 


The program, as we en isage it at the moment, will eliminate the need 


for ovrant economic ald, but I believe that with world conditions a: 
t lie V are and as presumably they will continue to be for some ti 

the provision of the mili tary equipment necessary for a force ef the 
ize of Taiwan’s will be beyond the capabilities of that little und. 
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We must remember that Taiwan today has an army in proportion 
to its population larger than that which the United States had in 
proportion to its population at the height of World War II. 

Mr. Passman. Thank you, sir. I suppose that answers it. 

Thank you, Mr. Gary. 

I will read the reply later and see if I can arrive at a conclusion 
then. 

SMALL INDUSTRY LOAN FUND 


Mr. Gary. What was the source of funds for the small industry 
loan fund, and when was it established ¢ 

Mr. Roseman. The small industry loan fund was originally estab- 
lished in 1954, sir. The source of funds up through June 30, 1959, 
is as follows: U.S. dollars provided through ICA, $7.4 million. U.S. 
dollars loaned by the Development Loan F und, $2.5 million. Coun- 
terpart funds generated by ICA aid, $3 million. Local currency pro- 
vided through | section 402 sales of surplus commodities, $2.3 million. 
Funds provided from private sources, $17.8 million. I shall have to 
total thi at up. If my addition is correct, this amounts to $33 million 
through June 30, 1959. 

It is planned to supplement that by $2.1 million in 1960 derived 
from section 402 local currency funds, and another $2.5 million which 
will be provided by private sources in Taiwan. 

Mr. Gary. What do you mean by “private sources ¢” 

Mr. Roseman. Chinese. There is a difference between Taiwan 
and most of the rest of the Far East, in that you have an active and 
dynamic business community which knows about banking. No one 
has to teach the Chinese about the general industrial and commercial 
practices of the world. 

Mr. Passman. Have you abolished your 'T.A. program there / 

Mr. Roseman. No, sir. ‘I said the general industrial and commer 
cial practices. There are many areas in which the Chinese do not yet 
have adequate technical knowledge. 

Mr. Gary. In other words, if we put up the money, they can run the 
bank. 

Mr. Roseman. More than half of this money, sir, comes from 
Chinese sources. 

Mr. Gary. This isa local DLF for China. 

Mr. Roseman. This fund provides smaller loans. The maximum 
loan, if I recall, is something like $75,000. The DLF, as other wit- 
nesses will testify, is not rr to handle individual loans for 
S20.000 or $30,000 or $40,000 or $50,000, 12,000 miles away from the 
United States. It would just ti ake too much m: inpower and too much 
paperwork and too much supervision. In order effectively to carry on 
2 small loan program, the loans must be handled by loc al institutions 
on the ground which can deal with local businessmen and be accessible 


to them. 

Mir. Gary These : are small business loans. 

Mr. RosEMAN. t think the maximum is 875,000, but it may be 
SOOL008, ‘| his project has | peen successful | In stimulat Hie pri ite el 
prise, There aure now in Taiwan something like 20.000) ind Istlla 


plants. Aver: ige employmel nt in these plants is around 20. Withe 
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spr ine of t he economic de ve lopme ht we are ti alking about in Taiwan, nee 
could never finance their inventories and their payrolls. do} 

Mr. Gary. Of course, these 2O.000 pl: ints are not the result of Ow 

Mr. Roseman. They are not all the result of this loan projec i. SID, if 1 
but many of them could not operate without these loans. They do dis' 
not have the capital. What they need is working capital and a small \ 
amount of capital for investment. Many of them are e xporting ma- } 


terials to southeast Asia and other pli: ces, Thev have to wait to get 
paid. This small industry loan fund provides the necessary working 
capital and some of the extra investment capital that make their 


’ 
operations possib le. ; 
Mr. Passman. Who approves the credit when the applications are 
received by this bank? om 
Mr. Roseman. Applications are screened by three commercial banks 
and the Central Trust of China. A final review is made at a joint as 
meeting, chaired by CUSA (Couneil for U.S. Aid), in which a mis- 
sion adviser participates ae the point of view of protecting the 
interests of the United States. 
Mr. Passman. What percentage of the applications are approved / 
Mr. Roseman. I do not have the figures here. 
Mr. PassmMan. You would not know the number you received, and aul 
the number approved / 
Mr. Roseman. I can tell you how many have been approved. As 
of August 31, 1959, 348 U.S. dollar loans had been made, primarily 
to finance commodity imports, umountinge to vc rakes wea S7,500,- pl 
000; 261 local currency loans also had been approved by that date. ¢ 
I do not know the proportion of applications rejected. We can get pl 
the figures. cu 
(Nore.—-Approximately 50 percent of the total loan applications have been 
rejected. ) | 
Mr. Gary. Who owns the bank or the Fund ? : 
Mr. Roseman. The funds are made available in part from U.S. 
Grovernment but largely from Chinese sources, and are administered * 
by the three banks and the Central Trust of China. . 
Mr. Gary. What about the local capital which is put up by the 
local Chinese businessmen’ Is that loaned to the Fund, or do they | 
have part ownership in the Fund ¢ . 2 
Mr. Roseman. Some of the funds belong to the commercial banks, — | 1 
which put in 20 percent of the total amount of each loan. The rest 
of the loeal private capital represents the borrowers’ own funds which 
are used, along with the loans, for plant expansion. 
Mr. Gary. Isita profitmaking scheme 4 
Mr. Roseman. I am sure they make some profit. Although the 
weighted average interest rate is 9.7 percent per annum, which is low | 
for interest rates in Taiwan, the funds provided by the commercial 
banks CAPYYV a hieher interest rate becnuse of the WOrry about depreci- \ 
ation of the currency. ] 
Mr. Gary. There is no chance of our getting back any of our in 
vested capital 4 , 


Mr. RoseEM AN. | think these loans V il] he repaid, sIr. 

Mr. Gary. Tothe Development Loan Fund, you mean 7 

Mr. Roseman. The $2.5 million which the DLF put in. I feel quite 
certain will be repaid. This has been a successful undertaking. It 
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needed more capital, and that is why DLF put some money in. We 
do not intend to put any more U.S. dollars from ICA into this project. 
Our contribution was made before the DLF came into existence, and 
if it needs further capital, as it may very well, for U.S. dollars as 
distinguished from local currency 

Mr. Gary. You will not contr ibute any more to it ¢ 

Mr. Roseman. Not as grant aid, sir. 


CUSHION FOR FOREIGN EXCHANGE NEEDS 


Mr. Gary. Page 89 indicates you are proposing to set aside up to 
asa cushion for China’s needs for foreign exchange. Will you 

comment on that 4 

Mr. Roseman. Yes, sir. I will have to take a little exception to the 
word “cushion,” sir. The problem is essent lally this 

Mr. Gary. You use the word “cushion” in the justification, 

Mr. Roseman. My apologies. 

Mr. Gary. The justification states: 

In addition to serving as a cushion for the anticipated increase in demand for 
ports 
and so forth. 

Mr. Roseman. My apologies again, sii 

What we are talking about in Taiwan is that we know that more 
and more local capital is being put into industry and is being put into 
profitmaking enterprises In the private sector. When a Chinese busi- 
nessman who has only local currency wants to buy machinery for his 
plant, he cannot buy it, unfortunately, with NT dollars—Taiwan’s 


currency. They are not acceptable in the world market. He has to 
have foreign currency, U.! S. dollars primarily, 
The we are proposing here is to be used for converting, in 


effect, the additional local currency investment which these business- 

men are putting in converting that into doll: vs Which will enable 

them to buy this additional equipment abroad. They have to pay for 

it, of course, in local currency, and the Chinese Government will then 

take that loeal currency and use it as Sr? amen cd the dollars which 
provide will finance the importation of machinery 

TI he idea of the cushion, sir, is to enable us to use these funds flex 
ibly, depending on how well the Chinese do their part of the job. 
They have agreed with us on specific actions they plan to take to 
accelerate economic growth in Taiwan, primarily through stimulation 
of private enterprise. 

Ott the reeord. 

( Discussion off the record. ) 

Mr. Passman. Will the distinguished gentleman yield ? 

Mr. Gary. I yield. 

Mr, Passman. I have heard of a lot of ridiculous things in my 6 
vears as chairman of this job chesmubbiins but this is about the worst. 
I mean no personal offense. 

We have to do this to indicate to them our earnestness. You made 
that statement, I believe. 

Mr. Roseman. If I did, sir, I misspoke. 

Mv. PassmMan. Asa token of our earnestness. 

Mr. Roseman. Yes. 
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Mr. Passman. We are having to borrow the money which we are 
giving these people. We are borrowing it. I happen to keep up with 
this public debt, and how it is running. We have withdrawn sey- 
eral billions of dollars more from the Treasury during this fiscal year 
than we have taken in. Here is the point which prompts this ques- 
tion, and it is exactly why you have had your way on this bill in the 
past on the floor, to some extent. 

Oif the record. 

( Discussion off the record.) 

Mr. Passman. To me, it is one of the most shocking things of the 
hearings that we have got to the point that this program is no longer 
firm, and you are now setting aside funds for a cushion in the event 
there may be some need for it later. You have this “cushion” justi- 
fied on a classified basis. Could we not operate on a firm basis? 

Mr. Roseman. Mr. Chairman, we are being very frank with you in 
this justification. We are not concealing or obscuring one single thing. 
In the first place, I think you and we all agree that the sooner we get 
Taiwan on its feet so it no longer is dependent on the United States 
as much as it is now, the better off we all will be. 

Mr. Passman. Can you not operate on a firm basis? 

Ott the record. 

( Diseussion off the record.) 

Mr. Passman. Well, I shall not pursue it. Thank you very much: 
and thank you, Mr. Gary. 


PROCUREMENT OF TRUCKS AND JEEPS 


Mr. Gary. What number of trucks and jeeps were delivered from 
fiseal year 1960 funds, and what is proposed for fiscal year 1961? 

Mr. Roseman. I do not think trucks and jeeps are included, sir. 
Only under the commercial import program. As the table indicates, 
sir, there were no trucks and jeeps in fiscal 1959. 
numbers involved in the $1,600,000 for fiseal 1960. 
to supply that figure for the record. 
standard Government regulations. 

Mr. Gary. From what country were these vehicles procured ? 

Mr. Roseman. Of course, for 1960, I am not sure that they have 
been procured at all yet, sir. Normally these may be procured from 
worldwide sources, and I would suppose, without knowing the facts 
myself, that some of them will come from the United States and some 
of them will come from Japan. My recollection, however, is that 
most of the vehicles on Taiwan come from the United States. 

Mr. Gary. What are they used for ? 

Mr. Roseman. They 


I do not know the 
I would be glad 
Of course we buy them under 


are used for almost every purpose, sir. The 
trucks, of course, are ‘used for hauling everything that goes into “ne 
economy. The jeeps are used for farm-to-market deliveries; they are 

also us sed for commerce li ul purpos eS | am sure some of the In are ad 
for personal transportation. But no passenger cars are imported 
under our commercial import program. 


Mr. Gary. Will you supply a the 


he record the number of trucks 
and jeeps that you will procure in 1960 and the place from which you 
expect to procure ti hem ¢ 


] ‘ ~ 
Hat. Sir. 


Mr ROSEMAN. i hall be happy todot 
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(The information requested follows :) 


Because of price fluctuations and other usual market developments during 
fiscal 1960, modifications have been made in the composition of the commercial 
import component of the defense support program for Taiwan. The $1.6 million 
item for trucks and jeeps has been deleted and other commodities have been 
increased in an equivalent amount, as follows: Chemicals $809,000, machinery 
and parts $400,000, and pharmaceuticals $400,000. 


PHARMACEUTICALS 


Mr. Gary. Why isso much pharmaceuticals necessary / 

Mr. Roseman. The Chinese are avid consumers of pharmaceutical 
products. More than half of their requirements must be imported, 
largely from the United States. You realize, sir, that these products 
are imported primarily for commercial sale. 

Besides supplying essential commodities which the Chinese cannot 
finance from their own limited foreign exchange, these imports gen- 
erate local currency which is required for the support of the Chinese 
military forces and for other local currenc y needs of economic projects 
in Taiwan. The import program which you see on page 93 repre- 
sets a program formulated by the C hinese Government, with our 
concurrence, consisting of commodities which the Chinese and we 
agree will sell readily in the Taiwan commercial market and generate 
rapidly the local currency needed for our program. At the same time, 
we know that none of this Is reexported, and all of it foes into the 
local economy. 

Mr. Gary. Where are they procured ¢ 

Mr. Roseman. Most of these imports probably will be procured 
from worldwide sources. Some of them will come from the United 
States, I know. Part of them may also come from Japan or from 
Germany. 

U.S. TECHNICIANS IN CHINA 


Mr. Gary. How many technicians, United States and contract, do 
we have in China in all U.S. programs / 

Mr. Grant. Including technical cooperation, sir / 

Mr. Gary. Yes. 

Mr. Roseman. In fiscal 1959, there were 54 directly employed U.S 
technicians and 96 contract people, making a total of 150. In fiscal 
1960, 59 directly employed eneeetene and 49 contract people, total- 

ne 108, a reduction of 42 from 195! For 1961 we propose 69 directly 

‘nployed and 50 contract staff, or a .total of 119. This is a reduction 
feces, 150 in 1959 to 119 in 1961. 


COMMODITIES FURNISHED TO PROJECTS 


Mr. Gary. What type commodities are we furnishing to the 25 
projects, especially to the JCRR and CUSA 4 

Mr. Roseman. To the JCRR, which is the Joint Commission on 
Rural Reconstruction, the agency that administered the land reform 
in Taiwan, one of the most successful land reforms in history—we 


primarily furnishing agricultural machinery such as pumps for 


Wrigation work and small items that are necessary for the develop 
ment of the rural program. 
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Something like $300,000 in commodities is planned for the JCRR 
in its agriculture and rural improvement program. For its water de- 
velopment program, there will be $750,000 worth of commodities, 
largely small machinery and vehicles. There will be small amounts 
of commodities for forest and fisheries development ; 340,000 worth 
of commodities for the forest program, which I assume is largely 
forest equipment, and $15,000 for fishery equipment, which P robably 
represents small items to enable them to move ahead with the fishing 
program. 

CUSA is the Chinese agency which, in cooperation with our own 
people, jointly administers ise program. I think this $45,000. in 
commodities probably represents automobiles and office equipment. 
They would not have any major commodities. 

Mr. Gary. Mostly administrative / 

Mr. Roseman. Essentially administrative equipment. 


LOCAL CURRENCY PROGRAMED 


Mr. Gary. How much local currency are you programing for use 
in fiseal 19617 

Mr. Murrnuy. - 

Mr. Gary. Of that tot: tal amount. how much is in U.S.-owned Public 
Law 480 funds 4 

Mr. Murrny. ——— 

Mr. Gary. The balance in counterpart / 

Mr. Murreuy. The balance in counterpart or U.S.-owned NT dol- 
lars generated by sales of agricultural surpluses under section 402. 

Mr. Gary. Can you give us those totals 

Mr. Murrny. Section 402 would be . This is elassified, 
The counterpart would be ‘ 

Mr. (TARY. If it Is classified, there is ho use putting it 1] ‘ Was 
other part you gave classified 4 

Mr. Murrny. Yes, sir, it was. 

Mr. Gary. We will now consider Korea. 

Mr. Roseman. Before doing that, I think you asked us the other 
night about those tables you ot from our mIssion in ‘Taiwan. Do 
vou have further questions about them?’ IT will be glad to go into a 
very detailed explanation of all the uncontracted and unsubobligated 
figures, if you wish it. 

Mr. Passman. We would require an additional 2 or 215 months to 
conduct the type of hearings that are really necessary to properly 
write this bill, but I have indicated several times that time is running 
out. | am afraid We will have to spot, and after we go atter tl fey 
more, we will put the total together. 


TREASURY BALANCES 


As there was little exchange across the table a while ago about 
whether we were borrowing the money to give away. I get this U.S. 
Treasurer's statement every morning. If that is not accurate then do 
not blame me. You will accept whatever these figures are as accurate / 

Mr. Roseman. For all purposes. 

Mr. Gran. We accept it. We were discussing fiscal 1961, 
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Mr. Passman. You do not know, and I do not know, that we will 
have a surplus. I am not going to make a statement for which I am 
not fortified. I do not mean to be partisan, but I do mean to indicate 
where this thing is leading us. You can only judge by comparing 
two periods. 

If you will review seven full and complete years under one admin- 
istration, 1947 to 1953, inclusive, the amount of revenues collected 
from the people in America amounted to $364273 million. If you 
review another 7 years, 1954 to 1960, inclusive, the amount was $557,- 
200 million. By simple arithmetic, you subtract $364,273 million from 
the most recent 7 years, the figure of 3557 billion, and it indicates that 

in the past 7 years the increase in revenues collected from the peop le 
amounted to $192,729 million. 

Even though we spent this fantastic sum, I think it is well to indi- 
eate that we also went out and borrowed an additional 824 billion, and 
pushed the public debt from $266 billion up to $290 billion. I do not 
like to get into an argument with you, but I read these figures, I study 
them, I sleep with them, I talk them, I dream them; I know I am not 
Inaccurate. 

We will see whether or not we are borrowing the money. Take this 
vear. Even though the revenues are up. go through May 9, 1960, 
Your net deposits to the U.S. Treasury are 875.221 million. How- 
ever, for the same period vy ve withdrew from the Treasury $ $79,345 
million. We withdrew ap proxim: itely S4 billion so far this year more 
than we have put in the U.S. Treasury. 

If we are not borrowing the money, the little training I got in school 
in mathematics was erroneous. I ae: as I made the statement 

ind was so persistent, that I knew what I was talking about, that I 
would have to in self-defense, put it in the record. That vou cannot 
vet around. Pardon me for digressing. 


IKorEA 


Mr. Gary. The next is Korea. You spent $187,500,000 in Korea in 
1960. You are requesting ———— for 1961. 

Mr. Roseman. That is right we plan to obligate $187,500,000 in 
960 and our request for 1961 i 


POLITICAL SITUATION 


Mr. (VARY. Be fore going into the spec ifie questions, can vou olive 
us something about the politic al situation in Korea at the present 
time ¢ 

Mr. Roseman. Mr. Avery Peterson, Deputy Assistant Secretary of 
State for Far East, is a better qu alified witness on political questions 
than Tam, sir. Would you like him to answer that ? 

Mr. Gary. Yes. 

Mr. Prererson. IT would say Korea is in a state of change and in a 
state of flux at the present time, with a provisional President, Mr. 
Huh ¢ ‘hong. Working through the Assembly, he is attempting to 
oe et some constitutional amendments to meet the legitim: ate desires and 
grievances as expressed by the Korean people in the recent past. 
That would be my capsule summation of Korea at the present time. 

Mr. Gary. What etfect will that have on our interests in Korea? 








2244 


Mr. Pererson. I think that change carried forward will strengthen 
Korea and advance our interests in the fragmented country. In my 
judgment, it will bring us closer to the goal we have sought. 

Mr. Gary. There will be an election very shortly ? 

Mr. Prrerson. It has been promised. At the present time today I 
think amendments went through that require a 30-day waiting pe- 
riod and elections have been promised. A new structure of govern- 
ment is at this moment in proc ess of formation in Korea. 

Mr. Gary. Is this uprising in Korea Communist-inspired 4 

Mr. Pererson. From all quarters it has been denied as being Com- 
munist-inspired. 

Mr. Gary. Are the leaders of the new movement in any way iden- 
tified with the Communist Party ? 

Mr. Perrrson. Not in the least. 

Mr. Gary. So you feel we can continue to count on Korea to play 
the same part insofar as the protection of their country from the Com- 
munists 1s concerned in the future as they have in the past ? 

Mr. Prrerson. We believe they are going through this period of 
transformation with a good deal of credit. We believe that that coun- 
try will continue to stand in the face of the power that is put across 
against the demarcation zone. It is a country in which a very large 
proportion of its human and material resources is committed to the 
defense of an armistice zone, 

Mr. Gary. What has the attitude of the Army been toward the 
changes ? 

Mr. Pererson. The army was brought in to carry out martial law. 
There was quite an apparent degree of rapport between the army 
executing that function and the people who were remonstrating for 
what was known as redress of their justifiable grievances. 

The national police, on the contrary, did not seem to gain much 
public affection in the recent demonstrations since April 

Mr. Gary. ‘Thank vou. 

Mr. Passman. Did you, by chance, read the article in last. night’s 
paper, I believe it was, where our State Department te Japan were 
reported as being somewhat disappointed at the apparent attitude of 
the Acting President, with reference to some indication that they 
wanted to postpone the election so they could stay in power longer! 

Mr. Pererson. I did not read the article in the Star last night. 

Mr. Passman. Did any of you see it? 

Mr. Pererson. I did not happen to see that article: I am sorry. 

Mr. Passman. It appeared that maybe they were possibly going to 
try to postpone the election in order to remain in power. Did you 

ad that, Mr. Ambassador ? 

Mr. Ripptesercer. I read it, Mr. Chairman. 

Mr. PassMan. ae was some indication that it would cause us 
some concern for fear it might take a turn, not as bad, but similar to 
Castro promising elections, getting in power, and then postponing 
them. Have you heard comment on it ? 

Mr. Riwptesercer. No, I have not. I think Mr. Peterson has pretty 
well given the information available to us. 

Mr. Passman. I made that statement only because of the interest of 
all of us in Korea. I would not have brought it up if I had not read 
the same article in the paper which you read only last night, that Japan 
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expressed its disappointment and some of our officials expressed their 
disappointment that there was some indication they were going to 
delay calling elections, so the present people could remain in power. 

Mr. Ripptesercer. I read it and I suspect the Japanese disappoint- 
ment is related to the old question of repatriation. I must say I 
thought perhaps it was a reflection of that attitude. Of course, what 
we hope is that with some skillful negotiations, it will be possible to 
resolve that issue. 

Mr. Passman. Certainly we do, but I think the article did state, if 
you read the same article—— 

Mr. Ripptesercer. I think I read the same article. 

Mr. Passman. That there was some indication it was being done so 
the present officials could remain in power longer. 

Mr. RippLesercer. I was disturbed by that implication. I do not 
know that it has a very solid basis yet. 

Mr. Prrerson. Mr. Chairman, nothing in the file I have seen, clas- 
sified or unclassified, on the wire service or otherwise, gives me serious 
concern that somebody is trying to retain control over something that 
will be unpalatable to the people i in South Korea. 

Mr. Passman. It will be a question of time. It will have to solidify, 
nd we will know whether there is anything to the article only after 
sufficient time has elapsed. 

Mr. Gary. Yousay they are delaying them for 30 days? 

Mr. Prererson. The provisions for constitutional amendment ap 
pear to require a 30-d: ay Wi ait for consideration. I had made a note 
on some documents I saw today that June 11 would see one stage and 
about 15 days later, in my judgment, would see elections. That is my 
own personal curbstone entry as to what to expect in Korea. 

Mr. Gary. What safeguards are to be thrown around those elec 
tions this time? I think after the last elections the charge was made 
that they were rigged. What safeguards are going to be thrown 
around the next elections so that the *y will not be rigged ? 

Mr. Prererson. I could not cite all the details, but I would think 
that probably the disaffection in which the National Police and other 
personalities who were involved in the last arrangements for the 
election—they largely having been either arrested or cast into the 
discard or publicly disavowed—would make it quite difficult for any 
other new machinery to come in and set up a rigged election system. 

The volatile nature of the demonstrations that took place as the 
result of the March 15 elections would make it fairly difficult for 
somebody to try to do the same thing again. That would be my 
short answer. I think if they would be working to try to rig the 
next elections in Korea, it would be a rather difficult task. 

Mr. Passman. We shall inquire concerning defense support. As I 
indicated earlier, the witnesses will agree we have been fairly clear in 
going into some of the items this year. The hearings have reached 
the point, however, that rather than attempting to go into all of 
the different projects around the world, we will attempt here to clear 
up only a relatively few items. In all probability, you have projects 
in all of these—— 

Mr. Roseman. A substantial number of projects. 

Mr. Passman. You do not know what the question is going to be 
yet. Let me ask it. 
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DISSIMILARITY OF DEFENSE SUPPORT PROJECTS IN VARIOUS COUNTRIES 


In all probability, if you take all the defense support countries, 
and total the number, it will be quite substantial. There is a relation- 
ship between the projects in one country and those in another; is that 
correct ? 

Mr. Roseman. I think we have 84 defense support projects in the 
Far Fast 

Mr. PassmMan. There . at least a similarity between the projects? 

Mr. Roseman. No, sir, I think each country has different projects, 
There are some kinds of celles ts appearing 

Mr. Passman. You have highways in certain countries 

Mr. Roseman. That is right. 

Mr. Passman. And you may have radio stations in certain coun 
tries, and airports in certain countries. 

Mr. Roseman. Yes, sir. 


TOTAL APPROPRIATION TO DATE 


Mr. Passman. Rather than trv to examine on each of these coun- 
tries, we shall select one country: but before doing so maybe we should 
establish for - record the total amount of defense support funds 
appropriated by the Congress to date. What vear did this defense | 
support economic aid item start ? 

Mr. Murpny. I do not have it. T think it started in 1954. 

Mr. Roseman. I believe it was 1955, for the Far East. 

Mr. Passman. Let us work together, and see if we can establish 
this. We will save a lot of time if we can handle it on this basis. 

Mr. Murrny. I think the first year was 1955 and the appropriation 
for that year was $438.7 million. The difficulty that we are going to | 
have with this is the fact that the structure of the appropriations 


changed over the years. So right aw: iv, before vou force me into it, 
I want to tell vou that answer I just gave you does not indicate the 
total of all the money used for what we now call defense support and 
have for the past several vears. 
Mr. Passman. If we should put together all the items we now call 
defense support, that figure would be substantially higher ? : 
Mr. Murpuy. Yes, sir. 
Mr. Passman. Can you give us defense support just for the last 3 
| 


years? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. Put that down, because it may even be higher in 
prior years by putting all parts together. 

Mr. Morpny. In fiseal 1957 it was $1.161.700,000. In fiseal 1958 
it was $689 million. In fiseal 1959 it was $750 million. In fiseal 1960 
it was $695 million. These are appropriations. 

Mr. Passman. Could you tell us how much you added to that out of 
other accounts ? 

Mr. Murpny. I could not oo back that far. T could oo back to 1959. 

Mr. Passman. This appropriation started in 1955? 

Mr. Murrny. Yes, sir. 

Mr. Passman. You show an amount of— 

Mr. Mcurrpuy. $438.7 million. 
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Mr. Passman. Then, if you take the other appropriations embodied 
in defense support today that you did not have in this figure, this 
figure would be substantially higher’ / 

Mr. Murruy. Yes; it would be. 

Mr. Passman. Would that be true also for fiscal 1956 4 

Mr. Murrny. No, sir. In fiseal 1956 we adopted the uppropriation 
structure we have today. 

Mr. Passman. How much did you have in fiseal 1956 / 

Mr. Murrvuy. $999.200,000. From 1956 through 1960 it would be 
a4 P44. 900.000, 

Mr. Passman. For verification, the 5 years would be $4.244,900,000 
out of the defense sup port economic aid item alone ¢ 


Mr. Murpuy. Yes, su 
COUNTRIES RECEIVING DEFENSE SUPPORT AID 


Mr. PassmMan. How many countries are now receiving aid from the 
defense support ¢ 

Mr. Murpny. Twelve, sir. It has been 12 for the past several years. 
The appropriations for defense support were substantially higher for 
fiscal 1957 and fiseal 1956 than they are ¢ ‘urrently, Mr. Chairman, be- 
cause in those years you will rec: all they included the loan assistance, 
which is now, of course, financed from the Development Loan Fund. 

Mr. Passman. As far as the figures for defense support, economic 
ald appropriations, the $4.244.900.000 is correct 4 


Mr. Murreny. Yes.sir. 
NUMBER OF PROGRAMS AND PROJECTS 


Mr. Passman. Could you tell us the number of programs that you 
have started under defense support ? 

Mr. Murpuy. We have 12 countries, sir. 

Mr. PassMan. Projects. 

Mr. Murrnuy. We would have to count them. 

Mr. PassmAn. Yousaid 84. 

Mr. Roseman. For the Far East only. 

Mr. Grant. One for the Near East and south Asia. You get your 
total by adding that one project. 

Mr. Passman. Eighty-four for the Far East. How about the other 
section ? ; 

Mr. Mureny. The bulk of this program, Mr. Chairman, is for non- 
project assistance, commodity import programs, relatively a smal] 
number of projects in this defe nse support appropriation. 

Mr. Passman. Let us see if that is accurate. Rather than go into 
each country, let us take one country here and go over a few items. 
Would Vietnam be a typical country ? 

Mr. Roseman. It would not be typical, but I should be glad to dis 
cuss it. 

Mr. Passman. What do you mean, it would not be typical? Do you 
have more mone v for Taiwan? 

Mr. Roseman. More money for Vietnam than for Taiwan. Each 
is different. 

Mr. Passman. There is no way we can arrive at the number of 
projects ? 





SBF BHD 





2248 


Mr. Murpnuy. Yes, sir: we said there are 85 

Mr. PassmMan. Just in one section of the world. 

Mr. Murrny. Eighty-four in the Far East and one in the Near 
Fast. 

Mr. Passman. How about subprojects? You do have subprojects 
out of projec ts: do you not ¢ 

Mr. Roseman. W e do not call them subprojects. We have projec Us, 
and within these projects we have contracts, directly employed tech- 
nicians, participant training and commodities. 


VIETNAM 
HIGHWAY PROJECI 


Mr. Passman. Put it your way. Let us see how wisely this money 
is spent, and how firm these projects are, and how far our country is 
committed. We shall discuss it for Vietnam. 

When it was first proposed to construct Route 1, a stretch of road 
from Saigon, the Capitol Engineering Corp. made the survey. On 
the basis of this survey, the bids for reconstruction of Route 1 were 
submitted to ICA Washington. Nine companies submitted bids with 
a total cost. ranging from $18 million to $45 million. Johnson, Drake 
& Piper of Minneapolis and New York was selected for a cost-plus- 
fixed-fee contrac t. 

The company’s bid for actual cost was $14, £22,606, _ plus $2,927,394 
for direct material purchased, and an additional $700,000; by the 
terms of the contract, Johnson, Drake & Piper furnis ded management 
and training of local personnel. 

On the other hand, the United States agreed to pay all costs, which 
included material, equipment, and salaries. Before work on Route 1 
was begun, the original agreement was amended, and it was agreed 
to build a highway from Saigon to Bien Hoa only, and to include the 
construction of Routes 19 and 21. The engineers were of the opinion 
that hard-surfacing Route 21 was not needed and that the surface of 
rock, gravel, and soil was sufficient and would hold up with the usual 
maintenance. 

However, after the base of the road was completed, it deteriorated 
in the wet season by reason of the rains, and in the dry season by the 
wind and the dust. This experience brought about another change 
in plans, another $500,000 was spent for two layers of asphalt on the 
road. 

As a result of all of these changes in the highway program, what 
has happened to the modest $18,300, 000 highway project? The total 
cost of the highway project is estimated to be $85 million, and may 
exceed $100 million before completion. 

Is that an example of other project conditions, or would that be 
the exception ? 

Mr. Roseman. Sir, those cost figures would be the equivalent of an 
estimate for the cost of the first House Office Building at $18,300,000 
and comparing that with the cost of all three buildings. The first 
estimate, sir, was only for Route 1. Because of changes in conditions 
in Vietnam, military and economic, it was decided that, instead of 
building that one route, three routes would be constructed and certain 
other work would be done in the highway program. 
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Mr. Passman. Adding that to the original I mentioned, you esti- 
mated $18.3 million 4 

Mr. Roseman. I believe that is correct, si 

Mr. Passmanx. We wonder how far our Government is being com- 
mittedonthis. Here we are, when we finally wind up, this $18 million 
is going to run into $100 million. 

Mr. Rosearan. I do not think it will run to $100 million. 

Mr. Passman. S85 million. What has been the present cost ? 

Mr. Roseman. The cost through fiseal 1959 has been $48.4 million. 
That includes the ¢ Capitol Kngineering contract. There has also been 
involved $32.1 million in local currence y, making a total of $80.5 million 


if you ad fooaetier the doilars and local currence y cost. 

Vir. PassmMan. It would be apropos to say for the record again that 
fron. little acorns big trees Grow. What if you add the 1960 cost to 
that, too? Get it all together. I think we are evolng to establish 


that I have to apologize because instead of being $100 million, we will 
run it up to $124 million. 

Mr. Roseman. No, sir. The 1960 costs are approximately $13. 
million, 

Mr. Passman. Put 48 and 13 together, and add the other. 

Mr. Roseman. Then the proposed 1961 costs are approximately $7 
million. 

Mr. Passman. $68,748,000. Let us add the local currency. I be- 
lieve we get $56 million, do we not, rounded off? It is really a little 
over $57 million. You will find it on page 352 

Mr. Roseman. That is right: the dollar costs add to about $68.7 
million and the local currency costs to $57 million. 

Mr. Passman. A total of $125,748,000; is that correct ? 

Mr. Roseman. If you add together the dollars and local currency, 
sir. 

Mr. Passman. You have to add it, because it took doilars to generate 
the local currency ; did it not 

Mr. Roseman. We discussed this the other evening, but I must 
point out again that these dollars were used for importation of goods 
into Vietnam that were needed by the Vietnamese. 

Mr. Passman. Now to project this $125 million plus. The dollar 
rate after fiscal 1961 is estimated at an additional $4 million; is that 
correct ¢ 

Mr. Roseman. Yes, sir. 

Mr. PassmAn. Put down that $4 million. According to your own 
figures here, adding the estimate after 1961, it will be $129,740,000. 


RADIO TOWER PROJECT 


Let us go to another project. Radio towers, Vietnam, 

The program to install radio equipment in Saigon, Vietnam, started 
in 1955, which the Army Signal Corps could have finished in a few 
months, but it has never been - placed in operation. I am reading from 
the study mission report. 

The study mission found a very large modern building still not 
completed, with transformers, cables, all kinds of modern equipment, 
and not one single connection made. The study mission comments that 
our International C ooperation Administration officials assured that 
the seven large towers, which were the subject of hearings in our com- 
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mittee last summer, had been erected and were in operat ion. But when 
we made inspection, only SIX had been erected, the seventh was not 
found, and not one has ever been in operation. The entire project is 
jn a state of confusion. 

Let us take it in three parts. At the time the ICA assured them 
it Was In operation, did the study mission make a statement of fact ? 

Mr. Roseman. Those towers were not in operation. 

Mr. Passman. Did they make a statement of fact at the time that 
they stated that / 

Mr. Roseman. That was a correct statement at the time. 

Mr. Passman. When they made the inspection only six were erected, 
the seventh was never anges Have you found it ¢ 

Mr. Roseman. Yes, it was there all the time in storage. It was 
never lost. 

Mr. Passman. What is the total cost of this project ? 

Mr. Roseman. Including the request for 1961, sir, it amounts to $1,- 
215,000. But may I point out this Is not a project simply for the seven 
towers you are talking about which were mentioned in the study mis- 
sion’s report. It includes a nationwide network of radio stations, in- 
eluding a station which will beam propaganda at North Vietnam. 

Mr. Passman. What was the figure / 

Mr. Roseman. $1,215,000, sir. Counting the money obligated 
through 1959, that obligated in 1960 

Mr. Passman. Isthat the telecommunications project / 

Mr. Roseman. No, sir. This is the national radio network project 
you will find on page 5S. 

Mr. Passman. We are not able to go into all of them. I thought we 
would just pick up a few of them. Did vou add the local currency 
to vour total ? 

Mr. Roseman. No, we did not. Add $194,000. 

Mr. Passman. Take your time, and see if you can find anything 
else, 

Mr. Roseman. The total is$1.409,000, sir. 

Mr. Passman. If I recall correctly, we did go into this fertilizer 
plant in Taiwan, and also one in Korea, already, and the record has 
been made on that. I would not want to leave some of your best 
projects out. 

Mr. Roseman. I should say for the record these seven towers are 
now in use, 

Mr. Passman. At the time vou told them they were in use they 
were not in use, and when they found they were not in use, it made a 
little different story. 

Mr. Roseman. This was correct at the time. 

Mr. Passman. You should not tell people they are in use, and 
then they go out and find them not in use. 

Mr. Roseman. I agree with you, sir. 

Mr. Passman. That is one of the things that causes this committee 
to worry, because we recommend the money for it: and we wonder if 
all one prajects, for which we appropriated in just 4 years $4,300 
million are as badly mismanaged, or as much underestimated for 
final completion cost, as these. Many of these projects you are just 
starting. They could strike oil and do ever ything else over there, yet 
we are obligated to some extent, at least if not legally, then morally, 
tosee those projects to completion. 
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We hope someday we can ascertain just how many billion dollars 
our Government is obligated on deferred payments. 


THAILAND 
GROUND WATER EXPLORATION PROJECT 


Would you comment briefly on the need for the $300,000 for the 
contractual services for the ground water exploration project. in 
Thailand. 

Mr. Roseman. Northeastern Thailand is a very dry part of the 
country, the poorest part of Thailand. It needs water. It is a section 
which can be developed into a rich agricultural area, particularly in 
livestock, if they get water. The water is there. The problem is 
to provide drilling equipment and technical advice to get the water. 

Mr. PassmMan. I was there and could not get out of water. I sup- 
pose I did not go far enough northward. 

What is the estimated total cost of the project / 

Mr. Roseman. The obligations, cumulative through 1959, are 
$2,168,000. For fiscal 1960 we plan to obligate $525,000. For fiscal 
year 1961, $635,000. 

Funding after fiscal 1961, $1,845,000. That gives a total cost for 
the duration of the project, which we estimate will be terminated in 
fiscal year 1963, of $5,168,000 in defense support with a small amount 
of technical cooperation; $195,000 in TC. I wanted to give you all 
the figures. 

Mr. Passman. Do you have any local currency on that / 

Mr. Roseman. I think we have local currency. Local currency to 
date is $1,449,000. In fiscal year 1961 we propose $800,000. I do not 


; have local currency figures for fiscal 1962 and 1963. 
Mr. Passman. That would mean the projected cost would be 
ST OG8 000 7 
Mr. Roseman. Not exactly, sir. Our figures add to $7,612,000 


$5.363.000 for dollar costs and $2,249,000 in local eeuiens, 

Mr. Grant. Including the Thai contribution. 

Mr. Passman. Contribution out of local currency, counterpart 
funds? 

Mr. Roseman. Yes, si 

Mr. Passman. Which are generated from American dollars. 

Mr. Roseman. This cost applies to about 500 wells. 


TOTAL DEFENSE SUPPORT 


Mr. Passman. Could you tell us the amount of the total defense 
support to Thailand 4 
Mr. Murpnuy. $184,494,000. 


VIETNAM 
EXCHANGE RATI 
Mr. Passman. What is the official rate of exchange in Vietnam? 
_ Mr. Roseman. The official rate of exchange for most transactions 


ISHD pilasters to the dollar. 
Mr. Passman. What isthe unofficial rate ? 
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Mr. Roseman. The open market rate is a floating rate which runs 
bet ween 70 to 75 tothe dollar. 

Mr. Passman. At which rate is our U.S. aid operating? 

Mr. Roseman. 35 to 1, sir. That is the official rate for most trans- 
actions. 

Mr. Passman. What is the market rate ? 

Mr. Roseman. The rate used for tourists, for official expenses of 
foreign diplomatic missions, and for certain other transactions is con- 
trolled at about 73 to 1, 

Mr. Passman. That makes for interesting reading. 

Mr. Roseman. This is one of the most important issues in our whole 
relationship with Vietnam. 

Mr. Passman. How long has this been in effect / 

Mr. Roseman. The 35-to-1 rate was established shortly before the 
French left. 

Mr. Passman. If I gothere, I get 73 to 1? 

Mr. Roseman. Yes. 

Mr. Passman. Uncle Sam has to take half / 

Mr. Roseman. Yes, approximately. 

Mr. Passman. We can multiply some of this stuff by 2, in order to 
get the actual value. 

Mr. Roseman. We have been negotiating—— 

Mr. Passman. I know you have. 

Please answer me. Am I correct? We could multiply some of 
these sums by two to get the real cost, as we are taking such a whipping 
on the rate. If it is 73 for the regular market, and we are doing 
business on 35, it eesti means that we are ac tually paying double. 
Is that not correct 4 

Mr. Grant. If you had an exchange rate of, for example, 70 to 1 
instead of 35 to 1, it would not reduce your aid to one-half. 

Mr. Passman. I did not say that. We are only being repaid in local 
currency 50 percent of what you, as an individual, would be re paid. 

Mr. Roseman. Yes, sir. If there were a more realistic exchange 
rate, we would get more pilaster Ss. 

Mr. PassmMaAn. So far as the official rate is concerned, when Uncle 
Sam is being repaid for these loans, he is paid on the basis of 35 to 1? 

Mr. Roseman. With respect to DLF loans, we are going to get about 
73tol. 

Mr. Passman. But how about Public Law 480? 

Mr. Roseman. I will have to check on the Public Law 480. 

(NorE.—The United States receives the controlled rate of about 73 piasters to 
the dollar on approximately half of total Public Law 480 sales to Vietnam and 
43 to 1 on the remaining half. The higher rate applies to that portion of the 
local currency sales proceeds earmarked for U.S. uses and Cooley loans, the 
lower rate applies to the portion earmarked for use by Vietnam.) 


KorEA 
EXCHANGE RATE 


Mr. Passman. What is the situation in Korea? 

Mr. Roseman. In Korea we have quite a different situation. We 
have just achieved a partial revaluation in Korea. There is no legal 
open market rate but there is, of course, a black market rate in Korea. 
The official rate was 500 to 1 until January 20. Then, after a good 
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deal of negotiation on the part of the United States, the official rate 
was raised to 650 to a dollar. Im addition, in Korea there is an ex- 
change tax of 150 hwan to the dollar, which in effect goes into the 
joint program, so that the income is really about 800 hwan to the dollar 
from most aid transactions. Certain imported items are subject to the 
auction system, under which the Korean Government permits people 
to bid for import licenses. These may produce as much as 1,200 or 
1,300 hwan to the dollar. 
VIETNAM 


EXCHANGE RATE 


Mr. Passman. How would this exchange rate affect the construction 
of that highway into which we will put many millions 4 

Mr. Roseman. If you mean the highways that we are constructing 
under the program in Vietnam, sir— 

Mr. Passman. An exchange rate of 35 to 1? 

Mr. Roseman. Yes. The local currency involved obviously does 
reflect generation at that rate. 

Mr. PassMan. So far as the exchange rate on the construction, it 
isdo tol? 

Mr. Roseman. That is the official rate for counterpart—— 

Mr. Passman. Do you see any hope for improvement in the situa- 
tion ¢ 

Mr. Roseman. I very definitely do, sir. Of the record. 

( Discussion off the record. ) 

The Vietnamese are concerned about inflation. 

Mr. Passman. We, too, are concerned in this country. On that 
basis, using your mathematical formula, then that highway could cost 
us 8209496000. 

Mr. Roseman. Sir, the 73-to-1 rate would not make any difference on 
the dollar costs of the highway. It would only atiect the local cur- 
rency costs. It won’t cost any more to import a piece of steel or a 
tractor or a bulldozer. For these items, it does not make any differ- 
ence what ie exchange rate is in Vietnam, since they are paid for in 
dollars. The only effect upon the cost of the highway of a change in 
the exchange rate would be on the local currency portion. We would 
receive more piasters for the goods which we miport. 

Mr. Passman. We would have received double the amount of 
plasters 4 

Mr. Roseman. Yes, but I must point out 

Mr. Passman. Please. You and I some day will get to outtalk each 
other. I get to asking questions and you begin to answer me before 
I get the question asked. 

‘Have we been operating on the same basis as tourists and others 4 

Mr. Roseman. May I explain one other aspect of the Vietnamese 
situation, sir. Because of customs and other taxes which the Viet- 
hnamese Government imposes upon these import transactions, a dollar 
of goods imported under the commercial import program today actu- 
illy generates about 53 piasters to the dollar, of which 43 go into the 
counterpart account and the difference of some 10 piasters goes into 
the Vietnamese budget. Now, it does not make much difference 
Whether the piasters go into the counterpart fund or into the Viet 
namese budget because of the budgetary needs of the Vietnamese 
Army. Thus, the effective exchange rate 1s about 53 to 1 instead of 35 
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Mr. Passman. You are saying if we did not handle it on that basis, 
we would have to put more money in the Defense budget / 

Mr. Roseman. Providing we concluded that would be the United 
States responsibility in Vietnam. 

Mr. Passman. If you were being tried for a crime and put up that 
argument in court, the *y would convict you in 15 minttes. 

Mr. Roseman. That is your opinion, 

Mr. Gran. Mr. Chairman, it is my understanding that the tourist 
rate that Mr. Roseman quoted also is not the rate that would be in 
effect if you had a true exchange rate. It would be substantially 
under this rate. This is a special rate for a particular purpose. 
Many countries do permit a special tourist rate. 

Mr. Roseman. Off the record. 

( Discussion off the record. ) 


Mr. Passman. We have used a rate of 35, then 73, and now 53. 
Tf I am over there, I get 

Mr. Roseman. As an official. 

Mr. Passman. If I am over there I get 73 and if my poor old 


Unele Sam is over there with his money, he gets 35. 
Mr. Roseman. Off the record. 
( Diseussion off the record.) 
Mr. Roseman. That is right, on the basis of the official rate. \ 
Mr. Passman. I get a bargain, and Uncle Sam does not. 
Mr. Roseman. That is right. 
Mr. Passman. Not that he ever gets any on these deals. 
Mr. Conte ? 
IRAN 


GROSS NATIONAL PRODUCT 


Mr. Conrr. Mr. Roseman, what is the gross national product in 
Tran / l 

Mr. Roseman. Lam sorry, I only have the Far East, si 

Mr. Contre. Get the book. 

Mr. Granv. Gross national product in Iran estimated for 1959 
is $2,940 million, sir. 

Mr. Contre. What is the per capita GLOSS national product ? 

Mr. Grant. The per capita gross national product for 1959 is esti- | 
mated at S146, sir. } 

ECONOMIC STATUS 


and economic growth as a result of our aid to that country / 

Mr. Grant. Sir, there has been very considerable growth in Tran; 
In 1956 the GNP was 8128 and it is estimated in 1959 to be S146, As | 
you may remember, sir, all of Tran was in an extremely chaotic state 
in the early fifties and it was on the brink of complete collapse, if 
it could not be described as a country in a state of collapse. 

Mr. Contr. What is the trade balance with the United States in 
Tran ? 

Mr. Grant. Sir, in 1959 it imported $60 million more from the 
United States than it exported to the United States, and this has been 


Mr. Contre. Has Ivan arrived at any degree of internal stability 


atypical pattern for some years. i 


Mr. Contr. Has Iran received any Soviet aid ? 
Mr. Grant. No, sir. Not to my knowledge. 
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RURAL PROGRAM 


Mr. Conre. Have we instituted a rural program in [ran / 

Mr. Grant. Yes, sir: an extensive one. 

Mr. Contr. Would you elaborate on that? What type of program 
isit? Has it been a totally subsidized program by the United States 
or has it been a joint program with the United States / 

Mr. Gran. Sir, it has been a joint program with the United States 
and it has reached a large part of the country, getting down to the 
villages in many ways, in the form of schools, in the form of wells, 
in the form of sanitation, and in the form of improved agricultural 
practices. 

Sir, I should correct my earlier statement on Soviet aid. There 
has been in the past a total of $6 million in Soviet-aid to Iran. 

Mr. Conte. Iran is known for its rich oil deposits / 

Mr. Grant. Yes, sir. 

Mr. Conve. That makes it a very strategic country as far as the 
Soviet Union is concerned / 

Mr. Granr. It makes it an extremely strategic country; in addi- 
tion to its location on the direct border of the Soviet Union. 


PAKISTAN 
GROSS NATIONAL PRODUCT 


Mr. Conrr. What is the gross national product in Pakistan / 

Mr. Gran. In 1959 per capita gross national product is $67, ex- 
tremely low. 

Mr. Conrr. Compared to what in the United States ? 

Mr. Grant. This compares with I believe a figure of $2,500 per 
capita in the United States. 

Mr. Conve. Is this the country where the U-2 plane took off and 
flew over Russia and was shot down by the Soviets / 

Mr. Grant. This is the information I have read in the newspapers, 
sir. I have no official knowledge of it. Pakistan has been a stalwart 
ally to the United States and is a key country, both in CENTO and 
in SEATO and represents the middle pivot between these two pacts 
in the way that Turkey represents the pivot between CENTO 
and NATO. 

Mr. Conrr. They have been strong, friendly allies of the United 
States ? 

Mr. Granr. Extremely friendly, vigorous allies of the United 
States. 


‘TURKEY 
GROSS NATIONAL PRODUCT 


Mr. Contr. Moving along to Turkey, the GNP there? 

Mr. Grant. GNP in Turkey estimated for 1959, $148 per capita. 

Mr. Contr. And that compares with the United States? 

Mr. Granr. The United States figure of about $2,500 per capita. 

Mr. Contre. Has Turkey undergone a great internal strife during 
the last decade ? 
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Mr. Grant. Sir, Turkey over the decade has not gone through great 
internal political strife as we have known it in these other countries, 
It has been subjected to tremendous economic pressures from two 
sources. First of all, it has maintained an extremely strong military 
force with our assistance, a well-trained, well-disciplined, effective 
military force, and this has been an extremely heavy burden on the 
country. At the same time, Turkey has been trying vigorously to 
advance its economy and to industrialize. This also has created an 
understandable strain on the economy. 

Mr. Conte. Since we have given aid to Turkey, have they increased 
their gross national product ? 

Mr. Grant. Their gross national product has increased from, I 
would say it has approximately doubled over a 10-year period. 


STATUS OF PRODUCTION 


Mr. Conte. How about its agricultural production ¢ 

Mr. Grant. Well, sir, its agricultural production has gone up but 
this has been much more modest. The weakest part of their advance 
during this decade has been in the agricultural area. I think that 
can be seen from the fact that with a base index of 100 in 1952-54, 
in 1959 the index was only 109. This is in an area where we are 
placing increasing stress in the next few years. 

Mr. Conte. Has their industrial output increased, and has their 
generation of electrical power increased at all since we have provided 
aid to Turkey ¢ 

Mr. Grant. Yes, sir; it has gone up very substantially and just in 
the period between 1956 and 1958 it went up from 1,819,000,000 kilo- 
watt-hours to 2,300,000,000 kilowatt-hours. 

Mr. Contr. Do we maintain American bases in Turkey? 

Mr. Grant. Yes. sir. Some very important bases are there—N ATO 
bases and to my understanding, U.S. bases. 


CAMBODIA 
AID OF DEFENSE SUPPORT TO INDEPENDENCE 


Mr. Contr. Moving over to Cambodia, has our defense support 
aided that country at all in maintaining its independence ? 

Mr. Roseman. Without United States defense support Cambodia 
could not have retained its independence. 

Mr. Contr. In this Friendship Highway that we are building, is 
that going to be a link between Cambodia and Laos? 

Mr. Roseman. No, sir, the Friendship Highway links the capital 
city of Phnom Penh to the new port of Sihanoukville, which the 
French built. It provides the country with its only direct access to 
the sea. 

Mr. Conte. Are we helping out in a railroad there in Cambodia? 

Mr. Roseman. No, sir. We did make a local-currency loan for the 
railroad several years ago which is now being paid off. We are not 
putting any more money ‘into C ambodia’s railroad. 

Mr. Conte. That railroad is connecting Cambodia with Laos, is it 
not ? 





ho 


eV! 


im 





Teat 
ries, 
two 
tary 

‘tive 

the 

y to 

d an 


ased 


m, I 


3 


. but 


ance 

that 
4, 
are 


their 


ided 
st in 


kilo- 


\TO 


port 
oda 
or, 1S 


pital 
the 


ss to 


a 
r the 
> not 


is it 


DIS 


2aU0 


Mr. Roseman. No, sir, there is no rail connection between Cam- 
bodia and Laos. There is one bet ween Thailand and Laos. 

Mr. Conve. Iam sorry, Thailand. 

Mr. Roseman. We are also helping to construct a highway which 
eventually will link Bangkok with the capital of Laos, Vientiane. 

Mr. Contr. Strategic ally, this is very important. 

Mr. Roseman. Strategically and economically, also, it is very 
important. 

Mr. Conre. One of the greatest problems there is communication ? 

Mr. Roseman. Exactly. The cost of goods in Laos is very high be- 
cause Laos is importing all of its manufactured goods through 
Bangkok. 

Taiwan InNcrEASE OF MANUFACTURES 


INCREASE OF MANUFACTURES 


Mr. Conte. In Taiwan could you tell the committee if the manu- 
facturing output has increased at all since we started giving aid to 
Taiwan ? 

Mr. Roseman. Since 1952, manufacturing output in Taiwan has 
increased from an index of 100 to an index of 225 in 1959. It has 
more than doubled, sir. 

Mr. Contr. While I was out there I saw a good deal of construction 
in regards to hydroelectric dams. Has their electricity output increas- 
ed since 1952? 

Mr. Roseman. Their electricity output has increased from approx- 
imately 1.4 billion kilowatt-hours to 3.2 billion kilowatt-hours in 1959. 

Mr. Contr. We observed some cement plants out there. Have they 
made any progress there at all? 

Mr. Roseman. Cement production has gone up extraordinarily 
from approximately 425,000 metric tons of cement a year to almost 
three times that much, 1,150 metric tons in 1959. 

Mr. Contr. Has there been any inducement for private invest- 
ment to establish in Taiwan ? 

Mr. Rospman. Private investment has come into Taiwan at an in- 
creasing rate, especially since 1956. It has gone up from a level of 
approximately $7 million a year in 1952 to $23 million in 1959, and we 
believe that under the program which we have discussed with the 
committee this evening it will go up even further. 


EXPORTS 


Mr. Contr. Are they exporting anything out of Taiwan? 

Mr. Roseman. Nonagricultural exports have gone up from approxi- 
mately $9 million in 1952 to $23 million in 1959, and are expected to 
increase further, especially to southeast. Asia and African markets. 


AGRARIAN REFORM SYSTEM 


Mr. Contr. When I was out there I must say that I thought that 
Taiwan was one of the show places of southeast Asia. They hada very 
excellent agrarian reform system out there. : 

Mr. Rose MAN. This agrarian reform is largely the work of the 
Joint Commission on Rural Reconstruction. Starting about the year 
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1950, an agricultural reform program was begun that has resulted in 
over 70 percent of the Chinese farmers owning and tilling their own 
land. 

This is a remarkable achievement and one which I think is out- 
standing among all the agricultural reforms in the world. These 
farmers through the work of JCRR, not only own their land and till 
it, but have received expert advice and tec ‘hnieal assistance and loans 
to help them increase their productivity and diversify their crops. 
They are no longer dependent solely on rice and sugareane, but are 
going into vegetables, pineapples, and m: iny other products. 

Mr. Contr. Much of this land is owned by small landowners ? 

Mr. Roseman. Almost all of it is owned by small agricultural 
farmers. 

Mr. Conve. There is a limitation on the number of acres the farmer 
can own 4 

Mr. Roseman. That is right. The former owners have been paid 
off in Government bonds or in stock in some of the former Japanese- 
owned plants. 

Mr. Grant. IT might add, sir, there has been a very distinct rise in 
the standard of living of the farmers in Taiwan. They have really 
gotten a great deal of benefit from this. I understand the standard 
of living has gone up quite substantially since 1950. 

Mr. Cone. While I was there, speaking of jeeps, I visited a plant 
that reassembled second-hand trucks and jeeps. Are you fasnitias 
with that ? 

Mr. Roseman. IT think IT have seen the same plant, sir. The V doa 
remarkable job of cannibalization in which, through technical skill. 
they have been able to reassemble spare parts and gry down Army 
vehicles and produce one good vehicle out of four or five old wrecks. 


CONSTRUCTION OF GENERATOR FOR SHEN AO NO, 2 

Mr. Conte. While IT was there I looked over a couple of projects 
and one of them seemed to be a real mess. I was especially concerned 
about the construction of the turbine none for the Shen Ao No. 
2. Since my return I have devoted a great deal of time to this 
project in an effort to uncover the fac ay My inquiry has led me into 
a virtual maze of conflicting stories, some with cloak and dagger 
aspects. I sifted these stories down as far as IT could but so many 
serious allegations remained unexplained that I have asked the In- 
spector General and Comptroller, mutual securty, to look very thor- 
oughly into all phases of the awarding of the contract for this gen- 
erator. Tle has promised to furnish the committee with a full report 
of the facts disclosed by his investigation. I want to tell you, Mr. 
Roseman, it is my intention to vigorously pursue this matter until 
I am certain that anyone guilty of wrongdoing has been brought to 
account and that any injustices committed have been corrected. Can 
you tell us when Mr. Murphy will have his report ready for the 
committee ? 

Mr. Roseman. TI am not informed, sir, regarding the action which 
. as been taken by the Inspector General and Comptroller but T will 
be glad to get that information for you. 





pl 
th 


‘cl in 
own 


out- 
‘hese 
| till 
oans 
POps. 

are 


ural 
rmer 


paid 


1eSe- 


se in 
“ally 
lard 


lant 
iliar 


loa 
kill, 
rmy 


cks, 


ject S 
“ned 
No. 
this 
into 
reer 
Any 

In- 
hor- 
ven- 
port 
Mr. 
intil 
it to 
Can 

the 


hich 
will 


2259 


(‘The information requested follows :) 

The Inspector General and Comptroller expects the investigation to be com- 
pleted within the next 60 days and that a full report will be available shortly 
thereafter. 

LAos 


Mr. Contre. In regard to Laos, our ICA program began in 1955 in 
that country ¢ 

Mr. Rosrman. Yes, sir; after the Indochina war, about 1955. Pre- 
viously there was some ICA aid administered in Laos, out of Saigon, 
as part of the Indochina program. 


USE OF ECONOMIC AID 


Mr. Conte. One of our major projects there besides working on the 
econonuc end is strengthening their police force ‘ 

Mr. Rosrmwan. Most of our economic aid goes for the support of 
the Laotian military and the police. However, we also have some 
economic projects in ‘Laos. Some of the most successful ones have been 
the development of the ferry crossing from Thailand into Laos; the 
Teacher Training Center, which deals with an extraordinarily impor- 
tant aspect of Laotian development; and the rural deve ‘lopme nt pro 
gram, particularly the work of the International Voluntary Service in 
the back-country of Laos. Operation Brotherhood has also been 
ielped through our program; this is basically a Philippine operation. 

Mr. Cone. ‘That 1s providing doctors, dispensaries, et cetera. 

Mr. Roseman. It is an gies developed by the Philippine Junior 
Chamber of Commerce, in which Filipino doctors and nurses come 
0 Laos and provide public health service to the back-country. We 
are providing the medicines and limited amounts of equipment they 
use. We do not pay the salaries of Operation Brotherhood personne ‘d. 

Mr. Conrr. Are we doing anything to improve their highway 
system ¢ 

Mr. Roseman. Yes, sir. One of the major problems of Laos is 
communications. From a military point of view it is extremely 
import: int to improve the highways, so that the Laotion military 
forces can get out into the parts of the country which have been 
infiltrated by the guerrillas. Roads are also essential to unifyi ing the 
country. In addition to the work which has already been done, during 
the next year we expect to start work on the missing portion of the 
highway which connects Vientiane down through Cambodia, to Sai 
gon. This section, near a place called Nam Cadinh and about 70 
miles long, has neither bridges nor an adequate all-weather roadway. 
The project is being started in 1960 and will continue in 1961, 

Mr. Contr. This is quite important to the defense of Laos; is it 
not ¢ 

Mr. Roseman. Yes, sir. 

Mr. Conrr. They have a large border and a Communist front and 
it is very difficult for any communication whatsoever from the north 

rh part of Laos down to the capital of Laos ¢ 

Mr. Roseman. In the rainy season, it is practically impossible to 
vet around Laos except by airplane at the present time. With im 
proved all-weather roads it will be possible to move police and mili 
tary forces around to meet infiltration or attack, 
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Mr. Conrr. Do we have any other medical programs in Laos, be- 
sides the Philippine Chamber of Commerce program / 

Mr. Roseman. We are carrying out a community health program, 
sir, largely an educational activity, and under special assistance we 
are also attempting to deal with the problem of malaria in Laos. 

The problem of the rural areas in Laos, sir, is a problem of health 
and of agriculture and of education and of other small improvements 
to help br idge the gap, make a connection as it were, between the 
Lao village and the central Government. This is a new Govern- 
ment, with which the villagers have had practically no previous 
contact. 

Mr. Contre. What is the per capita gross national product of Laos? 

Mr. Roseman. It is estimated at about 850, sir. 

Mr. Contre. Fifty dollars a year? 

Mr. Roseman. Fifty dollars a year, sir. 

Mr. Con're. They have practically no minerals? 

Mr. Roseman. They have a little tin. Total exports from Laos, 
including the tin, amount to about a million dollars a year. 

There seem to be geological indications of others types of minerals, 
including coal. We are doing some exploration under technical co- 
operation in that field. 

THAILAND 


Mr. Contr. Moving on to Thailand, when we were in Thailand we 
received encouraging words there in our discussions with the Thai 
Government. of their friendly relationship with the United States. 

In fact, the Foreign Minister there said that if anyone attacked 
Laos or any of its neighboring countries that they would immediately 
come to their aid, and also the United States. 

Do you find in Thailand that there is a very strong pro-Western 
feeling / 

Mr. Roseman. A very strong pro-Western orient: ee. I think we 
all consider Thailand to be one of the keystones of the SEATO arch. 


AWARENESS OF U.S. AID 


Mr. Contre. We hear a lot of criticism in this foreign aid program 
that the people themselves are not aware that we have a program. 
In Bangkok I ascertained that a great percentage of the people could 
identify the U.S. aid program and identify it with a project. 

Mr. Roseman. I find that true “ almost every country, sir, es- 
pecially important is what we call the USOM shield, used to identify 
U.S. projects and equipment furnished by the United States. This 
elasped-hand shield is well known throughout all of Asia. IT do not 
know of a single country in which that symbol is not generally known 
to the people as representing a U.S. aid project or equipment furnished 
through the U.S. aid program. 


HWEALTILT PROGRAM 


Mr. Conrr. You have had a malaria program in Thailand? 
Mr. Roseman. Yes, sir; malaria eradication has been very suc- 
cessful in Thailand. 


Mr. Conrr. About how many homes have you sprayed ? 
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Mr. Roseman. My recollection is there are many thousands, hun- 
dreds of thousands, sir, that have been sprayed. I do not recall what 
the figure is. 

It has been a very successful program. Malaria has been cut down, 
especially in the northeast section, which is a very poor and prev iously 
disease-ridden section. 

Mr. Contre. Have you set up any health stations in Thailand? 

Mr. Roseman. Yes; 20 or 30 have been assisted in one way or an- 
other by the ICA program and, in addition, a very important aspect 
of the program has been the training of sanitarians and community 
health workers. 

EDUCATION PROGRAM 


Mr. Contre. What have you done in the education field ? 

Mr. Roseman. Thailand is one of the countries that has an avid 
desire for education. In the first place we have a number of uni- 
versity contracts, such as the contract between Indiana University and 
Chulalongkorn University, for the training of teachers and the de- 
velopment of the Thai teaching profession. We have helped in de- 
veloping modern schools of engineering, and agricultural and medical 
education. We have carried on an intensive program to which the 
Thais have contributed very substantially from their own resources. 


THAI AIRPORT 


Mr. Con're. You have also helped out in the Thai airport? 

Mr. Roseman. Yes. We have helped the Thais develop the train- 
ing of the ground crews and in the installation of navigational aids at 
Bangkok. 

The airport at Bangkok, sir, is probably the key airport in south- 
east Asia. It is the principal link with Hong Kong, on the one hand, 
and with the countries farther to the west on the other. 


HEALTIL PROGRAM 


[ have some figures now, sir, on the malaria spraying with DDT. 
The homes of about 14 million people have been sprayed, and about 2 
million cases of malaria have been treated. The annual incidence of 
malaria has been reduced by about 80 percent as a result of this pro- 
gram. This is extremely important to economic development because 
malaria is, as you know, an extremely debilitating disease. 

Mr. Contr. Have you any statistics on the life expectancy having 
been increased at all in Thailand or in any one of these countries ? 

Mr. Roseman. The life expectancy in Thailand is estimated at about 
40 years on an average. It is a little too early to estimate how much 
the life expectancy has increased in the few years we have been 
operating. However, I do not think there is any question but that 
the health of the Thai people has improved as a result of our health 
program. 

VIETNAM 


IMPORTANCE OF U.S. AID 


Mr. Conte. Has Vietnam made any substantial progress as a result 
of defense aid or foreign aid from the United States ? 








2262 


Mr. Roseman. I would say, sir, that the very existence of Vietnam 
today is largely attributable tothe U.S. aid program. There were very 
few who believed in 1953 and 1954 that Vietnam a few years later 
would be an independent country, let alone a country making real 
economic progress. It was very much a touch-and-go situation in 
Vietnam in 1953-54. 

Without U.S. aid the country could not have survived, could not 
have maintained its internal security, and could not have resisted the 
pressures from the north. It could not have achieved the economic 
progress which has been made in Vietnam. 

Mr. Conrr. Has Vietnam supported U.S. policy / 

Mr. Roseman. Yes, sir; it has. Vietnam is not 1 member of SEATO 
but nevertheless it is certainly oriented toward our point of view. It 
is under the protection of SEATO under the terms of the SEATO 
Pact. 


HIGHWAY PROGRAM 


Mr. Conte. In regard to this highway system, has it helped out the 
mobility and improved the transfer of military personnel / 

Mr. Roseman. This highway has the military requirement as one 
of its major justifications. It is the only highway leading out of Sai- 
gon toward the north. Northward is the direction from which the 
Vietnamese expect their trouble, from the Vietminh. One of the 
major costs of this highway was the expense of putting in much heavier 
bridges than are required for purely civilian traffic. One of the major 
elements in the $15 million cost of the bridges was the fact that they 
had to be built strong enough to take heavy military equipment. If 
they had been designed purely for civilian traffic, the cost would have 
been significantly less. 

In this connection, I should point out that the ee in this region 
has already increased greatly. The traflic count today between Saigon 
and Bien Hoa is more than enough to justify a two-lane highway, 
which is all that we are building. 

Mr. Contr. No further questions. 

Mr. Passman. Let us look at the calendar briefly about when we 
might have one more half day on the defense support, unless this infor- 
mation could be prepared for the record. 

I think there are 43 pieces of material altogether that I have re- 
quested. We shall have a check made tomorrow to see how much of it 
has not been submitted. 


REQUEST FOR TOTAL COST OF DEFENSE SUPPORT PROGRAM 


We were discussing earlier the number of projects and we would 
like to have: (1) the number of projects; (2) when they were initiated; 
(3) expenditures on them up to date; (4) expenditures planned or 
obligations planned and appropriations requested for fiscal 1961 
We would then like to project the total cost of them to completion 
and indicate, if you will, anything you may have in mind with respect 
to additional costs. Truly, some of these matters are indeed shocking, 
such as the highway in Vietnam. 
Then, if you will, in the next column give us the year of completion. 
What we are trying to do, Mr. Ambassador—this will help the pro- 
gram and, I am sure, the executive and the legislative—is to be able 
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for the first time to make an attempt to learn what, at least, our moral 
obligations—and I dislike saying that—amount to. This idea came 
from Mr. Stans who projected the cost of our own domestic programs 
to conclusion, following only statutes now on the books. 1 think it 
would be very helpful. if we could take all of the projects in ae pro- 
gram, technical assistance and others, and project them. It may be 
helpful to ICA. 

I think that we agree during our moments of calmness that there 
is certainly room for information as to what. could happen to our 
economy. I never thought 1 would ask your tolerance to hear me 
through a statement of this type, but I think it is important. 

Some of you witnesses will be leaving this evening, and will not be 
returning until next year. Some of the questions have been sharp. 
Some of the replies have been sharp, but there has been no personal 
otfense intended. When you sit on this side of the table, having to 
rightfully assume the responsibility of understanding this bill, hav- 
ing to move it through the subcommittee, the full committee, the House 
conference, and beck to the House, we have to know something about 
it. If we do not ask these questions, then we could not know anything 
about it. 

Somewhere down the line perhaps you could come along and set my 
min at ease. 

I have spent much time studying this in the past, and endeavoring 
to look a little bit into the future; and when we look, Mr. Ambas- 
sador, at our evermounting public debt, shrinking gold reserves, the 
increasing amount of dollars held by foreign governments, the spread 
between world prices and our own prices, the continued loss in the 
buying power of the dollar, we must concede that there is something 
wrong. I do not know what it is; but just let one nation lose faith 
in America’s ability to manage its monetary system and then we are 
in serious trouble. 

With only $19 billion gold reserves, foreign governments hold a 
direct drain of about $11 “billion ; foreign nationals and others hold 
an additional $8 billion, and most. of tha it, could become, in the name 
of the central government, a transfer; and that, in itself, could mathe- 
matically use up all of our gold reserves. 

I am told it requires at this time, under the percentage formula 
which is applied, what now amounts to $12 billion to support our 
monetary system. 

If any of you have gained the impression that it was a matter of 
my having my way, then I certainly hope that will be erased from 
your mind. 

Before we recess I want to thank you for your cooperation this year, 
for your tolerance, and your endurance in working with us during 
these night sessions, so that the hearings may finally be concluded, 
probably next week, and the bill drafted, following which the Con- 
gress is to work its will. 

I hope that when it is all over, right will have prevailed. 

We shall meet Saturday at 10 a.m. 

It will not be necessary for the Department witnesses to be here, 
because that is a day we shall use to hear outside witnesses. 

Thank you again. 

Mr. Grant. Mr. Chairman ? 

Mr. Passman. Yes. 














2264 


Mr. Grant. Just two brief points. I did want to make a note on 
the projects you requested. We are fully prepared to provide them 
to the committee, but I should note that the figures for 1961 and after, 
and also some of the 1960 figures, were unfortunately classified. 

Mr. PassmMan. I can assure you gentlemen that some of the most 
important, influential, persuasive, and successful Members of the Con- 
gress are in favor of cutting this bill substantially. Unless we have 
some justification, it may be cut even a lot lower than you may expect. 

I am not defending anything near what you are asking. I would 
not want the record to indicate that, because I would like to do con- 
siderable trimming. 

However, could you use a code of some kind so that we would under- 
stand, and could you give the totals?’ Is there any way we could get 
that, even if you have to take that and throw all of 1961 together? "Ts 
there some way you can give it to us so we may know the grand total? 

I wish sometime you ‘would come by and read my mail. I know 
vou folks get mail, but out of hundreds of letters I receive there are 
only a few which have taken a position supporting the request. I] 
imagine that your mail this year indicates there are more people 
turning against the waste and mismanagement in this program, and 
perhaps the program itself, all the time. 

Mr. Contr. By the same token, my mail runs the other way. 

Mr. Passman. I believe everything that you say. 

Mr. Contr. Come to my office and I will show you. 

Mr. Passman. I am referring to my mail. 

We want to obtain a compilation which we can take before the 
full committee and indicate what this bill is costing us in the future, 
and then we can be in a better position to handle it. 

Mr. Grant. Mr. Chairman, we can give you the names of the proj- 
ects, and in almost all cases the figures through 1960. We could then 
give you the total amount required each year thereafter to completion 
which would be—excuse me, I am sorry—not for each year, but I 
could indicate the total amount required to carry this number of 70 
or 80 projects to completion. We could also indicate the number of 
projects which are estimated to be completed in 1961, 1962, 1963, 1964, 
and 1965. 

Mr. Passman. Could you give us the cost through 1960, and code 
that part which is classified, and estimate the total of all the projects 
for fiscal 1961 and subsequent years ? 

Mr. Grant. I believe we can do that, except that we do not have this 
information for a project to end in 1966, for example. We do not 
have the estimated amount broken down by 1962, 1963, 1964, and 1965. 

Mr. Passman. You may put it together. 

Mr. Grant. It would have to be a lumping after fiscal year 1960. 

Mr. Passman. We want you to lump it to the end of each project. 
We hope there are not too many of these Vietnamese highways, 

Mr. Grant. If we listed the 85 projects up to 1960, we would not be 
in a position then to take each one of these 85 and separately lump 
what we are estimating will be the possible further contribution to 
completion on each project. We would have to add the 85 projects 
together to give you a lump sum. 

Mr. Passman. We shall have to accept it the best way that you can 
give it to us, 

(The information supplied follows :) 
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Tora Cost or DEFENSE Support PROJECTS * 


The total cost, from inception through completion, of the 85 defense support 
projects proposed for fiscal year 1961 is presented below in the form of planned 
obligations through fiscal year 1960 on a project-by-project basis plus a lump- 
sum estimate of future costs of these projects to completion. 


[In thousands of dollars] 


Estimated 

obligations 

through 

fiscal year 

Project 1960 

Duel Saree WOCKTIOMG! CERIO... a eit eee uate 1, 000 
Tmprovement OF WREET BUNDNOS: . 2.8 noe klk waeuenhee 1, 482 
Cagis SCG BO non eee ean ences eesne 2, 368 
Aericulture and rural improvement (JCRR)-~--~~.--..----......-...- 1, 827 
Land and water resources development (JCRR)-------------------- 3, 359 
RON VETO IEE ED nite mene nna eee 292 
rma PRR AS URGSy Ce COUCSR OREN, hE ROD ini go sinc taree ar esd rings ae | ee 
RN cP mm I ws iprissiceren anes enue as nea ide eee 2, 363 
Minerale development other than coal_............---.......--s.555 658 
Primary system improvement_____-..-~---- cack es cin a a 9, 937 
Power tranmnission: nil. Gistribution.. ....- iene eee wus ae 17, 506 
Po NG On 1ORTIne ONOTRRONG es 6 occ nencnnencnsannoe glares 2, 476 
Angee GeOn MIDE BONEN ok oe LS Gieemaeas ininaacoeumenrine 392 
SOC Ee GO oo i ene no eieanersn pena 328 
Boildinge materiais research center... -... eine nn one aacees 15 
Re Ea i ap cs screen in hes prin mo tastes ee a aig a ee aces 1, 428 
NARA PN a a ns cc ata anes a ee ie ne asia 337 
Municipal water supply improvement rag sal Saag ah bu ER 280 
MU CNA TIGRE aD GRR oe cc eens mie geanin ceaaesenmninantes 89 
Medical an¢ WATAMCRICA! CUUCRTIOR qo. gos hc essen 506 
Hospital and other health facilities improvement___--~~~-~- Spichaniabecanaioes 185 
Baral Health Improvement, Cree) nse cme ceedownne 70 
TS Sit EIS COCO CIO So. ooo aise me he eases eicr ei nnneneniein ie 5D 
Vocational AariCnILuTe GONCAUION.. = 2255. ete nsaeduens Ss ing ab esos 115 
I 5 Ses Sn castor ek eg ca sens cip ple coo 598 
a RI ci hetesceetaat ge beau eiees 69 
I a on eth cao lags na aaa 6,118 
Excess property (construction equipment) i iis es once apna ee ea marae 2, 010 
A acetic ape enin ey obatehonninihd ohmatibaiibmies 45 
Ug ahs as budge Adina z 2,162 
as ANA a etn i iad 5,171 
Inn nn cole ect ndisianich ane ig meaner le 4, 502 
Clea en eC ee so 5 ho ek ane nceeawane 6, 339 
Development of metals and minerals other than coal____----~- eateacel 3, 627 
Transmission and distribution system__-_------------- sina catsattaeteaen ee 8, 09S 
Medium industry development___..-...-_---------_-- Bhi a re cs 15, 760 
Central industrial research center... .......-......- sisal 300 
Waterworks rehabilitation and expansion____------~- Sa et EO ae 9, 148 
Olir Graimnge. os Ba ta eet 5 te Hi oe Sa pe pais ies ite! 2, 194 
Highway and bridge construction and Pe DIMOMTIOR. 265 c nu eo 35, 817 
Railroad construction and improvement___-----------~-- seals ey aoeaacnleron 10, 442 
Port and harbor improvement.....-=..<............... es a Martan cs 5, 408 
Marine navigational aids-...<.....-..<....-.<<. gla ghia Se oa ee 696 
Civil aviation operations_____-___- Pied Gee ceee - : , 110 
National police modermization: ................-.--..--.==. eae 2, 950 
ACNE DR IRTERGN: SERIA So a isa hamnman es 3, 941 
Housing finance, planning and construction___------------~~- ncaa 4, 732 
a 12, 250 
General engineering services.._..___.._..-.........-.- ee 4, 886 
Irrigation development____~- SESE ee a : 7 ‘ 111 
Development of national road ‘system_ BAe 0h We tte Oi 
Improvement of rivers, harbors, and ferries________--____--_----~-- 313 
Rehabilitation. of Vientiane Airport... .__._._..__....._...... a 1, 580 


* Includes 84 projects in Far East programs and 1 in the Near East 
2 Excludes $8.5 million fiscal year 1960 contingency funds approved for the Nam Cadinh 
Koad in Laos subsequent to preparation of the congressional presentation. 
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{In thousands of dollars] 


Estimated 
obligations 


through 
fiscal year 

Project 1960 
Community health bpbcate te ecteends Bag a beeen tae ak oe te eateck, 71 
Teacher training— phcccak iacilie Sicapaiesaieec ce i 674 


Civilian police administr: ition Saeed ot as nace nine chsinietinlan Vln cna ap eaiitaasines erence 1,576 
Rural development ie tipi ctoncigcanhcs ae a 796 


Voluntary agency rural dev elopme nt : activ ities a eee ara. 1, 438 
Operation brotherhood __- Saeed echenae sho eal wees eek es Giese ntti 865 
Sener OMENS: CRRBOUIIVOT eee ne a T65 
Korat-Nongkai Highway Bae ceka etapa asia WES es See saree oa and 585 
ITO sre eva Stcecs 2 0 
Aeronautical ground services improvement_________-__-_____ 3, 303 
Meteorological services improvement peas : 485 
Village health and sanitation______ Pacers eactaaagaeris Rares a ides aorasains eee Cos 150 
wee serene Oiimimigiratiion.... cee nent ‘ . 1,819 
Ground water exploration______________ iti tard 2, 688 
Crop development aioe ani i ides awscires bere 625 
oxigen ment of irrigation and w ater control 739 
Land development (rural resettlement )_—_ ; eos ; 4,819 
Agricultural credit and cooperative organiz: itions ; POD 
Fisheries development_____ id ret 1, 621 
Nong Son coal mine development ; 1, 660 
Expansion of water supply systems 1, 426 
Highway and bridge construction 61, 778 
Rehabilitation of inland waterways 3, 412 
Improvement and expansion of aeronautical ground facilities 7, 575 
Health services development eee ba ; 3, 339 
Expansion of medical education fac ilities = Lee ae 1, 460 
Expansion and improvement of elementary education__ 5 442 
Expansion and improvement of secondary education_____ . 692 
Instructional materials development ee eaeece 215 
Improvement of municipal pelice and surete . Ret 7, 286 
Strengthening of civil guard=____ pea cet be as 10, 4038 
Modernization of accounting and auditing syste ms 215 
rsiumated obligations through fiscal year 1960 : 330, 972 
Estimated obligations, fiscal year 1961 and after 163, 990 
Estimated total cost__.......__.-_ a z 494, 962 


The planned final years of financing of the above 85 projects are indicated in 
the following schedule : 
Number of 


Final year projects 
Fiseal year 1961__~- pace Stet pihcsoaiaipieirension a : 15 
Fiscal year 1962__---- a an alee biaaentigaeet = a 9 
Fiseal year 1963__--- a ek Bi fg Sh ote rte 16 
UE gt I a a Sa ea er 23 
Fiseal year 1965__ ad i Lehi oka a aac piciawsceyley ica ae 
Fiscal year 1966 ___--~_- ees . : eee ae Se 1 
Fiseal year 1967 Sa ee : z a 7 ; 1 
Fiscal year 1968S ee on . 1 
Fiscal year 1969 Se ae 5 ae — 2 

Total. 4. sedate aa a gc - a i 85 


Mr. Grant. The hour is late, : Pe Chairman, but you asked before 
we close on this session with ICA that you might possibly be interested 
in seeing the interchange of cables between ICA/Washington and our 
USOM with respect to the dispatch survey team out at Kasetsart 
University. Here they are. 

Mr. Passman. We should prefer to examine that material at another 
time. The time is now nearly 10:20 o’clock p.m. 
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You gentlemen have your responsibilities, and we have ours. I hope 
the program shall be brought under control before it wrecks the econ- 
omy of our country. 

Thank you, gentlemen. 

The committee stands adjourned until Saturday morning at 10 
o'clock. 


May 16, 1960. 
GENERAL ACCOUNTING OFFICE 
WITNESSES 


JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED 
STATES 

CHARLES BAILEY, DEPUTY DIRECTOR, DEFENSE ACCOUNTING AND 
AUDITING DIVISION 

RICHARD GUTMANN, ASSISTANT DIRECTOR, DEFENSE ACCOUNT- 
ING AND AUDITING DIVISION 

DONALD HARRISON, SUPERVISORY ACCOUNTANT, DEFENSE AC- 
COUNTING AND AUDITING DIVISION 

GEORGE H. STAPLES, ASSOCIATE DIRECTOR, CIVIL ACCOUNTING 
AND AUDIT DIVISION 


Mr. Passman. The committee will come to order. 

We are pleased to have with us this morning the Honorable Joseph 
Campbell, Comptroller General of the United States. 

We welcome this opportunity to hear Mr. Campbell; he is certainly 
removed from all politics, and he has no ax to grind. We have always 
found his reports factual and to the point. 

Mr. Campbell, in behalf of the committee, I want to thank you for 
taking time out of your busy life to appear here to give us the benefit 
of information relative to the mutual security program. 

Would you care to make a general statement at this time? If so, 
vou may proceed. 

GENERAL STATEMENT 


Mr. Camppeti. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, the General Ac- 
counting Office has been and is engaged in a continuing review of the 
military assistance program, authorized by the Mutual Security Act 
of 1954, as amended. Our work for the most part has consisted of 
(1) reviews of individual country programs made at the offices of the 
military assistance advisory groups (MAAG’s), supplemented with 
information obtained at the unified commands and at the departmental 
level as necessary, (2) reviews of selected military assistance activities 
carried on by the military departments, and (3) special reviews of 
observed deficiencies common to two or more rec ipient countries. 

During the past 3 years, we have issued a total of 36 reports on the 
military assistance program. In addition, we have a number of re- 
ports and examinations in process. Our reports have stressed examples 
of deficiencies which we observed, many of which have since been 
confirmed by the agency through their internal reviews undertaken 
as a result of our earlier recommendation. The seriousness of many 
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of these deficiencies could have been lessened if policies which have 
been promulgated had been fully implemented by the Department of 
Defense and had been followed by the military departments. 

Last May, I appeared before this subcommittee. At that time, I 
summarized our major findings and recommendations. Today, I will 
review with you certain of the findings and recommendations presented 
to you last May and discuss other findings which appear in reports 
subsequently issued or are in process and were not specifically men- 
tioned at that time. At the beginning I would like to make three 
observations. 

First, the military assistance program has been in effect for over 10 
years. ‘While improvements in administration have been made, our 
examinations show that programs have not always been limited to 
the austere minimums contemplated by MAP policy y and that there 
remains a great deal of work to be done in obtaining a greater degree 
of efficiency and economy in the execution of the program. The ex- 
ecutive branch has recently made a broad study of the organization 
and administration of the military assistance program and has recom- 
mended major organizational changes intended to improve overall ef- 
fectiveness. The extent to which these changes will result in needed 
improvements remains to be demonstrated. 

Second, objectives of the program are in the area of foreign policy 

r military strategy and are not readily susceptible of evaluation. We 
tees that this program, which involves expenditures averaging 
about $2 billion per year, should be subjected to a systematic ev: alua- 
tion based on definite forecast goals, both military and political, and 
the expenditures necessary for their attainment. In this connection, 
we note that the study made by the executive branch resulted in a 
recommendation that an evaluation program be est: ablished. 

Third, our reviews of the military assistance program have on oce- 

casions been impaired by the refusal of agency personnel to permit 
properly accredited representatives of the General Accounting Office 
access to documents which are considered pertinent to our review of the 
program. A special report on this matter has been furnished to this 
subcommittee and to certain other committees of the Congress. 


PREVIOUS FINDINGS 


Last. year, I discussed with you six major findings on the military 
assistance program. These findings together with our current analy 
of their present status are as follows: 


PROGRESS TOWARD MORE REALISTIC PROGRAM OBJECTIVES 


The programing objectives established by the Department of De- 
fense for our allies, expressed in terms of divisions of troops, squi ad- 
rons of aircraft, and so forth, have not been limited to forces which 
the recipient country can and is willing to support and have not 
been sufficiently refined to distinguish between those forces which are 
justifiable on the basis of militar y roles and missions and those which 


must be equipped and maint: ained primarily because of political or 


other considerations. Revision of program objectives to conform with 
the objectives which the countries themselves have agreed to support 
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and commit for mutual defense purposes has at times been unduly 
delayed and as a consequence substantial quantities of materiel have 
been delivered which will be excess to country needs as computed in 
accordance with revised objectives. 

For example in one country the MAAG was aware that considera- 
tion was being given to deactivation of certain country forces as early 
as 1957. However MAP supported force goals in that country were 
not adjusted until January 1959 at which time the program was sub- 
stantially advanced and over 90 percent of the conventional equip- 
ment programed had been delivered. In this country quantities of 
equipment, estimated to exceed $100 million, are now excess to the 
needs of the forces currently approved or contemplated for MAP 
support. Although certain of the excesses resulted from deliveries 
made before there was knowledge of the country’s plans for reducing 
its forces, substantial quantities of unneede »d equipment were pro- 
gramed and delivered after the country’s plans for deactiviation be- 
came known. 

In another country we were unable to determine how much equip- 
ment was delivered for units scheduled for deactivation because the 
Department of Defense denied us access to information regarding the 
recipient country’s plans. However at the time of our review we 
observed that the MAAG had taken no action to cut back on funded 
programs although they had been aware for several months that the 
recipient country Was planning to deactivate certain divisions. We 
were later advised by Department of Defense officials that after our 
review program revisions and deletions amounting to about $15 mil- 
lion had been made as the result of the reduction in the forces being 
supported. 


NEED FOR BASING BUDGET REQUESTS ON LONG-RANGE PROGRAM PLANS 


Estimates have not been developed and presented to the Congress by 
the Department of Defense of the aggregate costs of equipping, main- 
taining, and modernizing allied military forces approved for support 
or otherwise achieving U.S. objectives in the countries being sup- 
ported. This information is pertinent to consideration by the Con- 
gress that such costs are commensurate with the U.S. military benefits 
and foreign policy objectives that can be attained through the level of 
assistance to be provided and are within the resources of the United 
States likely to be made available for such purposes. 

With respect to our recommendation that long-range program plans 
be developed and presented to the Congress, the Department of 
Defense has stated that military assistance is being put on a 3-year 
planning basis and as soon as feasible will be placed on a 5-year basis. 
However, there has been no indication that such long-range plans will 
include a measurement of the recipient country’s expected progress 
toward tts increased ability to deter aggression, maintain internal 
security, or contribute to the common defense of the free work l. We 
believe suc a information, when compared with the value of the assist- 
ance furnished would provide a more informed basis for evaluating 
each country program. 

We were encouraged by the fact that during consideration of HR. 
11510 to amend further the Mutual Security Act of 1954, an amend 
ment incorporating these concepts was included in i Senate version 
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of the bill. However, it is noted that the report of the managers on 
the part of the House indicates that this provision was eliminated in 
conference. 


INADEQUATE BASIS FOR DEVELOPING PROGRAM REQUIREMENTS 


Lists of items of military equipment and supplies for recipient 
countries continue to be developed and used to support annual appro- 
priation requests, without sufficient knowledge, in many cases, of the 
real needs of the countries as determined by the gross requirements of 
the military units, the equipment assets on hand, or the countries’ 
capabilities to utilize the materiel planned for delivery. 

Department of Defense officials have advised that the proposed de- 
centralization of program preparation from the military departments 
in Washington to the unified commands in the field, as recommended 
by the Draper Committee, should result in better control over prepa- 
ration of program submissions. Our subsequent reviews will test the 
effectiveness of this action. 

However, I will later discuss some specific findings in programs 
prepared prior to the organizational changes currently being imple- 
mented. 


IMPROPER PRICING OF MAP DELIVERIES 


The military assistance appropriation has been improperly charged 
for equipment that should be transferred at no charge because it was 
issued from excess stocks. Also, the military assistance program has 
been overcharged because prices of equipment transferred have not 
been appropriately adjusted in recognition of condition and market 
value. Defense regulations, procedures, and controls have been inef- 
fective in preventing unauthorized reimbursements to the military 
services. 


We have been advised that a directive issued January 27 


. 1959, 
would permit the military departments to institute the necessary con- 
trols over pricing of materiel furnished the military assistance pro- 
gram. Our reviews since that time have not been designed to deter- 
mine the effect of this directive on the pricing practices followed by 
the military departments. However, policy directives are only initial 
efforts and do not assure the proper pricing of materiel being fur- 
nished the military assistance program by the services. It remains to 
be demonstrated whether the revised directive will bring about the 
needed improvement. 

We have recommended to the Secretary of Defense that adjustments 
for excessive prices previously charged MAP by the military depart- 
ments be made or that specific relief from the applicable pricing pro- 
visions of the Mutual Security Act be obtained from the Congress with 
respect to these overpayments. Defense officials have not informed 
us of their plans with respect to these recommendations. 


LACK OF EFFECTIVE UTILIZATION OF EQUIPMENT FURNISHED 


Military equipment continues to be programed, procured, and de- 
livered to recipient countries without adequate regard for the degree 
of utilization achieved in those countries. The Department of De- 
fense has not developed standards to define what constitutes adequate 


_— 
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equipment utilization, and substantial quantities of materiel have been 
programed for delivery to recipient countries and have been placed in 
storage, stockpiled, or otherwise not used in the manner intended. 

Defense policy states that military assistance will be provided only 
to the extent that the recipient country is capable of absorbing, main- 
taining, and utilizing effectively the equipment provided. The ab- 
sence of standards by which such a policy can be systematically and 
uniformly applied has impaired the effectiveness of this policy. We 
believe that greater emphasis is needed in this area. 

Equipment has been furnished to many — in excess of their 
capability to utilize it adequately, due in large part to the lack of 
trained personnel. For example, in one country, reports from using 
units indicate that there are only about 40 percent.of the needed r: adio 
operators and that receipt of newer, more complex equipment would 
aggravate this problem. With respect to vehicles, shortages of 
mechanies in various shops were as high as 50 percent, which was one 
of the principal reasons for the excessive deadline rate of 30 to 40 per- 
cent for wheeled vehicles. In one field artillery battalion, 12 howitzers 
received in mid-1957 were not fired until the latter part of 1958. Also, 
we found that rocket launchers and recoilless riflles were fired only 
twoto three rounds each year per weapon in one country. 

In some countries, aircraft have been delivered in quantities in excess 
of the number of available qualified pilots. For example, in one coun- 
try there were about two jet aircraft available for each pilot, including 
instructors. At the time of our review, additional aircraft had been 
programed and were being delivered. Although a number of unde- 
livered aircraft were canceled and the country has agreed to return 
some of the previously delivered aircraft, the MAAG in this country 
estimated that there will be excess or only partially utilized aircraft 
through March 1961. We have recently learned of a cost-sharing plan 
under which the military assistance program will contribute $75 mil- 
lion toward the production of about 200 additional aircraft of a newer, 
more advanced design by a contractor in this country. Defense of- 
ficials have assured us informally that the pilot training problem is re- 
ceiving active consideration. 


LACK OF AUDIT OF THE UTILIZATION OF FUNDS PROVIDED FOR BUDGET SUPPORT 


Funds provided by the United States to support the military budgets 
of many countries have not been adequately controlled to insure that 
the funds are utilized for the purposes for which they were given. At 
the time of our reviews, the International Cooperation Administra- 
tion and the Department of Defense had not been able to agree on 
Which agency should be responsible or on the procedures to be followed 
for the review of the utilization of military budget support assistance. 

The Department of Defense has now assumed the responsibility for 
reviewing the use of funds provided to support the military budget of 
certain countr ies. Instructions to this effect were issued October 19, 
1959, to the U.S. Unified Commands and the MAAG’s. However, in 
our opinion, based upon the nature of the instructions issued, the re- 
Views will largely be restricted to budgets and planning documents, 


rather than being verifications of how the funds are actually used. 
53909—60—pt. 262 
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CURRENT FINDINGS 


During the past year, we have issued 13 reports on the military 
assistance program. Five of these concerned specific country pro- 
grams and eight involved various aspects of the general administration 
of the program. 

Certain findings contained in these reports that may be of par- 
ticular interest to your committee follow: 


MAXIMUM CONTRIBUTIONS TOWARD THEIR DEFENSE NOT BEING MADE BY SOME 
RECIPIENT COUNTRIES 


Agency reports indicate that some countries receiving assistance are 
not making a maximum contribution consistent with their economic 
and political stability toward the equipment requirements of their 
high priority units that are being equipped or supported in whole or in 
part under the military assistance program. 

The Mutual Security Act of 1954, as amended, provides that no 
assistance shall be furnished to any nation which has not agreed to 
make, consistent with its political and economic stability, the full con- 
tribution permitted by its manpower, resources, facilities, and general 
economic condition to the development and maintenance of its own 
defensive strength and the defensive strength of the free world. The 
Department of Defense programing guidance requires further, that 
normally grant aid will be provided only to the extent that it can be 
demonstrated that requirements therefor are beyond the capability of 
the recipient country to furnish from its own resources and that re- 
cipient countries will be expected to allocate to defense requirements 
a reasonable share of their current resources. 

Our various country reviews indicate that although each country 
has officially agreed to make such contributions there has been no 
systematic evaluation of the results being achieved under these agree- 
ments. We are aware that political and economic problems affect 
a country’s capability to contribute to the support of its forces. We 
are of the opinion, however, that the contribution made by each country 
should be systematically evaluated in the light of these factors to 
assure satisfactory accomplishment of the objectives of the law. 

The Congress may wish to require the executive branch to report in 
connection with the annual presentation of the military assistance 
program the basis on which it is determined that each nation’s con- 
tribution from its own resources is at a level consistent with the stated 
provisions of law. 


IMPROPER LICENSE AND TECHIINICAL ASSISTANCE COSTS 


In an offshore procurement contract involving military assistance 
funds, the U.S. Air Force improperly assumed charges for a license 
to produce F-86K aircraft in a certain country and fees for transfer 
of know-how to the foreign contractor which were in excess of a rea- 
sonable charge for the services required to transfer such know-how. 
The contract price to the Air Force for the aircraft included pay” 
ments totaling $750,000 made by the foreign government to a U. 
contractor in accordance with the license and technical eat e 
agreement entered into by the parties. The determinable cost to the 
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domestic contractor to render such technical assistance to the foreign 
contractor amounted to approxmately $94,000. 

Any payments by the Air Force in excess of a reasonable charge for 
the technical assistance rendered or for the services required to trans- 
fer know-how, are improper inasmuch as the United States obtained 
reproduction rights and rights to related know-how during the orig- 
inal development and production contracts for F—86K aircraft. 

The Armed Services accuses Regulation was revised in March 
1960 to provide that U.S. Government funds will not be used, directly, 
or indirectly, for patent royalties in which the Government holds a 
royalty-free license or for data which the Government has a right to 
use, or for technical assistance provided to a second source under a 
contract. between a domestic primary source and the Government. 


FAILURE TO FULLY EXERCISE U.S. RIGHTS TO REIMBURSEMENT FOR CERTAIN 
ADMINISTRATIVE COSTS OF THE MILITARY ASSISTANCE PROGRAM 


The U.S. military assistance agreements generally provide that the 
recipient country will bear certain administrative costs of the mili- 
tary assistance program for that country. 

Our review of administrative costs of the U.S. military assistance 
program chargeable to the Federal Republic of Germany disclosed 
that the United States was paying certain costs which were properly 
chargeable to that country. As a result of our review, unreimbursed 
expenses of $1,259,000 have been recovered and deposited in the U.S. 
Treasury as miscellaneous receipts. An estimated additional $1.3 mil- 
lion of unreimbursed administrative costs has not been recovered, 
primarily on the basis that the expenditures were initially made in 
dollars rather than in local currency. The Department of State in- 
formed us that they were in full agreement that contributed currencies 
be obtained each year in the total amount of all expenses eligible for 
reimbursement from contributed funds regardless of the types of funds 
used initially in making payments. 

We have advised the Department of Defense that this additional 
amount should be recovered. 


FAILURE TO ADHERE TO AUSTERE STANDARDS IN PROGRAMING 


Defense programing guidance provides that U.S. policy is to mini- 
mize costs through austere standards of equipping and points out that 
equipment allowances must conform to the standards of the country, 
which in many cases are lower than those of the United States. This 
guidance has not been followed in all cases. 

For example, in reviewing the costs of overhauling certain naval 
vessels to be delivered to a recipient country, we observed that the over- 
hauls of similar ships for the U.S. Navy was considerably more austere 
than the overhauls being given ships for transfer to MAP. In this 
case, we recommended that more precise and meaningful overhaul 
standards be established based upon the minimum requirements to 
accomplish the military task with full consideration given to local 
conditions and standards. | 

Another example was observed in connection with construction 
projects in another country. In this case, the recipient country pointed 
out that construction specifications for several projects included items 
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such as unnecessary messhall refrigeration facilities. These and other 
items were not consistent with country standards and the country’s 
military officials requested certain ¢ hanges which resulted in estimated 
savings in the remaining construction of about $5 million. 

In another case, the MAAG recommended the programing of 71 
trucks in excess of the country’s requirements based on its tables of 
equipment. These trucks were valued at $7,440 each. In that country, 
we noted that substantial amounts of equipment had been programed 
on the basis of U.S. allowances because tables of equipment appro- 
priate for the country were unavailable. 

We have recommended to the Department of Defense that prompt 
action be taken to develop tables of equipment and tables of allowances 
tailored to the needs of the recipient forces in order to minimize over- 
programing and to promote adherence to austere standards in pro- 
graming military assistance. 


IMPROPER PROGRAMING OF TRAINING EQUIPMENT 


Defense policy provides that training equipment for schools, train- 
ing centers, or other training organizations will not be recommended 
for programing if like items are available or have been programed for 
units and installations but are not required on a full-time basis in 
peacetime. 

Our examinations frequently disclose that the program submissions 
prepared by the MAAG’s contain equipment to meet training require- 
ments although like equipment is apparently available from quantities 
furnished units which are only partially staffed. 

For example, 255 tanks were programed for 5 tank battalions hav- 
ing active strengths of only 6 people each, or a total of 30 men for the 
255 tanks. Notwithstanding the ample supply of tanks available to 
these units, an additional 125 tanks were programed to be used for 
training purposes. 


FAILURE TO RECOVER MAP EXCESSES IN ONE COUNTRY TO MEET PROGRAMED 
REQUIREMENTS IN ANOTHER 


Military items have been programed for delivery to certain coun- 
tries while quantities of the same item, furnished under the military 
assistance program, are excess to the requirements of currently ap- 
proved force objectives in other countries. 

Substantial quantities of many types of equipment, ammunition, 
and spare parts, delivered under the military assistance program are 
now excess to the current requirements of ‘approved forces. These 
excesses have resulted from (1) reductions in approved forces. (2) 
revised requirements computations, or (3) deliveries of quantities in 
excess of requirements. 

The mutual security legislation requires the President to make 
appropriate arrangements for the return of equipment no longer 
required for the purposes for which made available. Accordingly, the 
countries receiving military assistance have agreed to report to the 
Military Assistance Advisor vy Group (MA AG) any items which they 
no longer require. These agreements have generally been ineffective. 
Although the MAAG records often show quantities of MAP- 


furnished material to be excess to the requirements of currently ap- 
| b 





prove 
excess 

Fo. 
cites é 
and € 
avail: 
area. 

We 
eurat 
eurre 
defici 

We 
suadi 
the p 
whiel 
init in 
prog 


ehan: 


In 
lecte 
Air 
valic 
afte) 
by t] 
depa 
of J 
Coo} 

QO) 
of n 
ure | 
(4) « 
data 
on | 
com 
unit 
in 7 
1 4 
S505 
clos 
refiy 
elas 
war 
hun 
in 
tak 
to t 
and 

V 
tior 
im} 


cher 
ry’s 
ited 


a 
; of 
try, 
ned 
»r0- 


npt 
ices 
ver- 
r0- 


Lin- 
ded 
for 


; in 


ons 
ire- 
ties 


av- 
the 
. to 


for 


un- 
Ary 
ap- 


on, 
are 
ese 
(2) 


-in 


ike 
oer 
the 
the 
ey 
ve. 


up- 


eee 


EE en ee 


proved forces, the countries frequently do not report such items as 
excess. 

For example, a special audit report by the Department of the Navy 
cites a case Where equipment valued at about $1.6 million was on hand 
and excess in certain southeast Asian countries, but was not made 
available to fill program requirements of another country in the same 
area. 

We have recommended that increased efforts be made to obtain ac- 
rurate data with respect to country stock balances that are excess to 
current requirements and to redistribute excesses to fill existing 


' deficiencies. 


We recognize that there are very real difficulties involved in per- 
suading a country to return mater iel which may not be required for 
the purpose for which originally programed. ‘These are difficulties 
which are not easily overcome and emphasize the need for accurate 
initial programing coupled with vigilant surveillance of approved 
programs in order to effect timely adjustments as required to meet 
changing circumstances, 


NEED FOR IMPROVED PROGRAMING PROCEDURE AT THLE COUNTRY LEVEI 


In April and May 1959, we made a followup examination in a se- 
lected country to review the programed requirements for Army and 
Air Force material. The purpose of this review was to determine the 
validity of the proposed fiscal year 1960 military assistance program 
after it had been (1) prepared by the country MAAG, (2) reviewed 
by the Unified Command, and (3) reviewed by the respective military 
departments i in Washington, by the Office of the Assistant Secretary 
of Defense, International Security Affairs and by the International 
Cooperation Administration. 

Our review disclosed overprograming and excessive requisitioning 
of material resulting from (1) duplication of requirements, (2) fail- 
ure to properly consider stocks on hand, (3) erroneous stock records, 
(4) overstatements of dues out to customers, and (5) inaccurate supply 
data for rebuild activities. For example, the quantity of torque rods 
on hand or being reclaimed by a machine shop was understated in 
computing the requirements and resulted in excess requisitioning of 
units valued at $832,000. Wire spray material was progr: amed for use 
in 75 wire spray machines; although at the time of our review, only 
12 of the machines could be located. Requisitions amounting to 
$502,000 for wool tropical cloth were canceled after our review dis- 
closed adequate quantities on hand or due in. The fiscal year or 
refined program included a requirement for about 15,000 rolls ¢ 
glassine paper: however, our inspecttoj showed 18,000 rolls to be in 
warehouse stocks which apparently had not been considered, One 
hundred and twenty generators valued at $212,760 were requisitioned 
in 1958 and were duplicated again in 1959. The corrective action 
taken by the agency when these and numerous other cases were called 
to their attention resulted in program reductions of about $6 million 
and requisition cancellations of about $10 million. 

We have since been advised that according to reports by U.S. inspec- 
tion teams, although many problems remain unsolved, substantial 
improvements in this country’s logistic capabilities have been made. 
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Also, it is reported that the country has established its own special 
inspection and instruction teams to work in the areas of stock controls, 
stock accountability and inventory procedures. We will, in the fu- 
ture, evaluate the effectiveness of these corrective actions. 

Mr. Chairman, this completes our prepared statement. We will 
try to answer any questions your committee may have, however, 
reference to the specific countries involved will involve classified 
information. 

Mr. Passman. Thank you, Mr. Comptroller General. 

Of course, we are concerned about this program. Members of this 
subcommittee also have had an opportunity to doa bit of investigating, 
and we are quite alarmed in that in many instances it would appear 
that it isalmost a blank-check item. 

It is rather difficult to pin down these items, especially since this 
information is classified. But we found in several of the countries 
that the MAAG chiefs indicated they had very little, if amything, 
to do with formulating the program for the country; that the levels 
had already been established at some other point, and they were merely 
told this is what you will get. You found the same type of condi- 
tions, according to the infor mation in your report. 


SUPPLY OF EQUIPMENT IN EXCESS OF NEEDS 


One thing that worries us a great deal—and it has been verified in 
your statement—is that in many instances equipment is supplied far 
in excess of the needs of the country, even after those charged with 
responsibility had indicated it was in excess of the needs. 

There have been many such cases, and one rather glaring example, 
where the Department of Defense had allocated some $55 million in 
automobile tires and tubes, about a 4-year supply: and after you found 
that oe you prevailed upon them to cancel the order. 

We at a disadvantage in trying to adjust this bill downward to 
the avant needed when they say, “Well, the information is 
classified.” 

I wonder if the information will be available to us with regard to 
other countries where you have found examples of that type. It is 
only by such pinpointing that we will be able to write a bill that will 
provide adequate funds and not appropriate funds so much in advance 
of requirements. 

Are you familiar with the instance I mentioned? T understand it 
is not classified. 

Mr. Camppety. That particular item is not. 


AVAILABILITY OF GAO REPORTS TO THE COMMITTER 


Mr. Passman. I wonder how the committee may have an opportu- 
nity to review that information. As you know, this committee, sup- 
ported by the Congress, has reduced this program by several billion 
dollars in the past ‘few vears, but there are indications now that they 
still have funds in excess of their actual requirements to fund the 
program adequately. 


Mr. Bamey. All of our reports are available to your committee. 


We send them to you. 
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Mr. Taper. Is the classified information available to us provided 
we do not disclose it ? 

Mr. Camppe.. Yes. 

Mr. Passman. Additionally. there are some 76 audit reports made 
by the Army, the Navy, and the Air Force. Do we have to get those 
direct from the service or the Defense Department ¢ 

Mr. Campseii. Yes. On some occasions we have obtained copies 
of their reports, but you would have to obtain them from the service. 

Mr. Passman. Under your process you make only spot checks? 

Mr. Gary. May I interrupt. Do any of the reports relate to foreign 
aid? 

Mr. Campsety. To the military assistance program. They have 
their own internal reports flowing quite freely. 

Mr. Gary. I mean your reports. Do a all relate to this program ? 

Mr. Battey. The 36 mentioned in Mr. Campbell’s statement all re- 
late to the military assistance program. 

Mr. Campseitt. Any mention of numbers of reports in my state- 
ment today has only to do with the military assistance program today. 

Mr. Gary. And they are not available to our committee / 

Mr. Campse.i. Those reports are available. 

Mr. Gary. That is what I thought. 

Mr. Camppeti. Those reports are available. The chairman, I be- 
lieve, was asking me whether the internal reports of the military de- 
partment——— 

Mr. Passman. The Air Force, the Army and Navy. 

Mr. Campsett. They would have to be obtained by the committee 
from those departments. 

Mr. Passman. Under your process, you are unable to check all the 
programs in all the countries, and it is a matter of spot checking? 

Mr. Campsetu. It is a matter of spot checking. 

Mr. PassMan. On page 3 of your statement you say 

Third, our reviews of the military assistance program have on occasions been 
impaired by the refusal of agency personnel to permit properly accredited rep- 
resentatives of the General Accounting Office access to documents which we con- 
sidered pertinent to our review of the program. 

Does that statement apply to the Washington records, or field 
records ? 

Mr. Battery. These were field records which we requested. They 
involved documents that concerned the programs in Turkey and Italy. 
Our request went all the way to the Secretary of Defense. 

Mr. Camppett. We were after the EUCOM recommendations 
which we thought were very important. 


EQUIPMENT FURNISHED IN EXCESS OF NEED 


Mr. Passman. I think it is only fair to discuss this situation right 
across the table. We think there are adequate records to support the 
committee’s contention that in many instances there is wholesale dump- 
ing of excess materials into these nations. 

In the middle of page 4 of your statement you say 

Revision of program objectives to conform with the objectives which the 
countries themselves have agreed to support and commit for mutual defense pur- 
poses has at times been unduly delayed and as a consequence substantial quanti- 
ties of materiel have been delivered which will be excess to country needs as 
computed in accordance with revised objectives. 
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Now, we ran into that condition in one country, in which there was, 
I think, more than $100 million in excess military material. Of 
course they indicated to us that with new weapons coming along much 
of it would be available to be shipped out. Your statement bears out 
some of our findings that they do ship much materiel in excess of the 
actual needs of the country, and it becomes excess from that stand- 
point, and it is not a question of it being replaced by modern 
equipment. 

Mr. Ruoprs. Could we have the country he is talking about off the 
record ? 

Mr. Battery. Off the record. 

( Discusion off the record. ) 

Mr. Passman. This is another indication, possibly, of wholesale 
dumping. Yousay,on page 5 of your statement: 

In another country we were unable to determine how much equipment was 


delivered for units scheduled for deactivation because the Department of 
Defense denied us access to information regarding the recipient country’s plans 

On page 4 you say: 

In this country quantities of equipment, estimated to exceed $100 million, are 
now excess to the needs of the forces currently approved or contemplated for 
MAP support. 

Certainly that would document that the committee has not provided 
inadequate funds. I am not trying to get you to agree with the 
committee. 

Would your records indicate that this equipment, inasmuch as it is 
in excess of the needs for the forces currently approved, or contem- 
plated, for military assistance support, is available to be transferred 
to another country, thereby saving appropriations; or are we going 
to have trouble getting the equipment out of the country? 

Mr. Bary. I would think, Mr. Chairman, there might be some 
difficulties involved in getting the country to agree this was excess 
equipment. 

Mr. Passman. It follows, nevertheless, that in compliance with the 
law it is excess equipment ? 

Mr. Battery. Yes. 

Mr. Passman. On page 6 of your statement you say: 

Lists of items of military equipment and supplies for recipient countries 
continue to be developed and used to support annual appropriation requests, 
without sufficient knowledge, in many cases, of the real needs of the countries 
as determined by the gross requirements of the military units, the equipment 
assets on hand, or the countries’ capabilities to utilize the materiel planned for 
delivery. 

That situation, or condition, has caused us great concern. 

Now, the very able gentleman may remove this from the record if 
he so desires, but when General Norstad was before our committee he 
presented a chart and said that if we should make a reduction we 
would have to cut back in this partic ular country by 50 percent. So, 
we find along the way here it. is almost. impossible for the committee 
to arrive at any figure that is firm with regard to actual needs. 
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IMPROPER CHARGES FOR EQUIPMENT TRANSFERRED FROM EXCESS STOCK 


Now here is another matter that has been causing us a lot of con- 
cern: On page ¢ of yourstatement you say : 

The military assistance appropriation has been improperly charged for equip- 
ment that should be transferred at no charge because it was issued from excess 
stocks. Also, the military assistance program has been overcharged because 
prices of equipment transferred have hot been appropriately adjusted in recog- 
nition of condition and market value. 

I wonder how we could ever pin down the amount of overcharging 
to this program?’ Is there any way of doing it without a complete 
audit 

Mr. Baitey. It would be very difficult, Mr, Chairman, because 
some of these prices are dependent upon military judgment. For ex- 
unple, the price of the equipment should be adjusted to take into 
consideration its current market value where it is not excess equip- 
ment. This requires a determination as to what is the market value 
of this equipment. We do know, however, wa some of the equipment 
that was actually released from excess stocks has been charged to the 
military assistance program. 

Mr. Riropes. Will the gentleman yield ¢ 

Mr. Passman. Certainly. 

Mr. Ruopes. How much do they charge the military assistance pro- 
eram in these instances? What formula is used / 

Mr. Battery. Well, for example, items that came from stock funds 
were charged on the basis of the stock fund price. 

Mr. Gurmann. In some cases they do have a formula whereby the 
Air Force in pricing of the aircraft uses their original acquisition 
costs—less, a certain percentage for depreciation, plus 414 percent per 
year for modifications that have been made. 

Mr. Ruopes. Is this therr excess material 4 

Mr. GUTMANN. No. 

Mr. Ruopes. We are talking about excess material. I do not care 
about the other. 

Mr. GurMann. You are talking only about excess material 4 

Mr. Ruopes. That is the statement that was made—that they were 
charging for excess material. 

What formula do they use to charge for excess material 4 

Mr. Gurmann. In that case they charge the inventory cost that is 

m their records. 

Mr. Riuopes. You say “frequently.” You made a statement here. 
Let us document it. 

What do they charge for excess material? What does the Air 
Force charge for an excess airplane é 

Mr. Gutmann. We have here, sir, the pricing report on which our 
statement is based, and it was issued to the Congress in February of 
this vear. 

With respect to aircraft and your specific question, we state here 
on page 12 and this is an unclassified report: 

For example, the Air Force is charging the military assistance program 
inventory prices for F—-S4F and F-86F aircraft being delivered under prior-year 
programs even though quantities of these aircraft were reported to be in excess 
in the March 1958 aircraft inventory allocation report. On March 351, 1958, 
133 F-S84F and 309 F-86F planes programed for military assistance on a reim- 


bursable basis at more than $100 million were undelivered and were excess to 
Air Force requirements. 
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Mr. Ruopes. That isa good answer. 

Do you know whether they are still doing their charging on that 
basis or not for excess aircraft ? 

The reason I ask that question is because we were informed that they 
charged only for the cost in rehabilitating excess aircraft. 

Mr. Gurmann. That is their policy and it was at this time. How- 
ever 

Mr. Ruopes. In other words, the policy which was in effect in 1958 
when you found these facts is the same police, vy which is in effect today? 

Mr. Gutmann. I believe that is right: is it not, Mr. Harrison ? 

Mr. Harrison. It is essentially the same policy. 

ifr, Rrones. So. this was just a plain violation of their own policy? 

Mr. Harrtson. It was subject to an interpretation by the Air Force. 
The practice was that “if it was not excess at the time of pro- 
graming but shortly after it became excess. then it would be ch: arged 
at their book value. If it was excess at the time of programing, it 
wonld he transferred at no cost. 

Mr. Ruopes. Was there some indication that the Air Force de- 
clared these F-S86F airplanes excess although they were not, in fact, 
ee ssn you mean to make that implication ? 

Mr. Gurman. No. 

Mr. B. \ILEY. This is based on their own determination. 

Mr. Anprews. Would the gentleman yield ? 

Mr. Ruoprs. Yes. 

Mr. Anprews. I just want to ask a question along this line: 

Does not this just amount to the services selling excess, or in some 
cases obsolete equipment, to ICA for the full original purchase price 
that the services paid ? 

Mr. Battry. Well, it results in them receiving reimbursements from 
the military assistance program for the value of this equipment and 
this results in an increase in their funds. 

Mr. Anprews. In other words, they are actually a pretty good cus- 
tomer for the military services ? 

Mr. Bartiry. Yes, sir. 

Mr. Anprews. And, they get a better price from ICA than they 
could eet anv place 9 

Mr. Barry. Well. there is some question as to whether they could 
sell this equipment. otherwise. 

Mr. Anprews. Well, they could not sell it in many instances, is 
that meht ? 

Mr. Batrry. I think that is probably right; ves, sir. 

Mr. Forp. Would vou yield ? 

Mr. Anprews. Yes: I would be happy to vield. 

Mr. Forpv. The money that ICA pays—— 

Mr. Battry. Well, this is the military assistance program. 

Mr. Forp. Well, the agency that pays the military, that money goes 
where ? 

Mr. Battry. It goes—— 

Mr. Forp. It woes to the military ? 

Mr. Rumery. Yes. sir, and is available for their use. 

Mr. Forp. Available to the individual account that paid for the 
proeram in the first place ? 

Mr. Battery. Yes, sir. 
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Mr. Foro, And, the procurement account ? 

Mr. Battery. Yes, sir. 

Mr. Forp. If they buy from the stock fund, does it go to the stock 
fund’s revolving fund? 

Mr. Barney. That is right, sir. 

Mr. Forp. There are no restrictions on the obligational authority 
afterwards ? 

Mr. Battery. I think that is right. I would hesitate to answer that 
categorically because there may be some problem in getting the 
Budget to reallocate these funds. 

Mr. Forp. Or reapportion them ? 

Mr. Battry. Yes, sir. 

Mr. Forp. Could you find out whether that has happened or not? 

Mr. Bartey. Yes,sir; wecan. Wecan let you know. 

(The information requested follows :) 

The obligating authority apportioned to the individual military departments 


by the Bureau of the Budget includes the total amount of MAP reimburse- 
ments anticipated by each department. 


FUNDS DUE MAP FROM MILITARY DEPARTMENTS 


Mr. Passman. Mr. Campbell, according to one of your reports, 
there are substantial funds due the military assistance program from 
other branches of the Department of Defense. 

Do you know of any way by which the committee could ascertain 
the amount that is due the military assistance program from the over- 
pricing of equipment ? 

Mr. Camprety. I do not think, Mr. Chairman, there would be any 
possibility of determining that without participation by the military 
denartments. 

Mr. Passman. I do recall that one year during the conference be- 
tween the Senate 2 the House there was a $302 million check that 
the Air Force wanted to get out of their account, and the military 
assistance agency did not want to receive it during that very critical 
period because there had been a substantial reduction made, and they 
helieved the House conferees knew about it, so in the markup they said, 
“Well, in addition to what we are requesting.” 

Do vou think there might be another $302 million check on the way 
from the Air Force to the military assistance program ? 

There is no way, so far as T know, without a complete audit, to 
ascertain the amount of reimbursement due this program by the 
defense Department ? 

Mr. Bartry. No, sir. We have recommended in our pricing report 
that the Department of Defense either determine the amount or ask 
Congress for specific relief from the pricing provisions of the act. 

Mr. Passman. We have some very able attorneys on this subcom- 
mittee. T am not an attorney. Many times I ask questions which, 
perhaps, an attorney would not ask. However, I know of no other 
wav to get the information than to ask questions. 

For the actual needs and according to the force goals that. the 
other countries actually had, have you found that adequate funds were 
available ? . 

Mr. Battry. Well, this is a very difficult question for us to answer, 
Mr. Chairman. 
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Mr. Passman. Of course, that is not your responsibility. 

Mr. Battery. No, sir. 

Mr. Passman. But, you have found in many instances excess equip- 
ment. Have you found a lack of equipment, in your audits out m 
the field ¢ 

If I am asking questions which you would rather not answer, we 
can endeavor to get the information from the military. 

Mr. Battery. I think the military can probably answer this more 
capably than I could, Mr. Chairman. 

Mr. Passman. We shall leave that matter, then, for the time being. 


LACK OF ADEQUATE EQUIPMENT UTILIZATION STANDARDS 


Mr. Campbell further says in his statement, as follows: 

Military equipment continues to be programed, procured, and delivered to 
recipient countries without adequate regard for the degree of utilization 
achieved in those countries. The Department of Defense has not developed 
standards to define what constitutes adequate equipment utilization, and 
substantial quantities of materiel have been programed for delivery to recipient 
countries and have been placed in storage, stockpiled, or otherwise not used 
in the manner intended. 

That was what prompted the question. 

Mr. Battery. Well, we do have a number of cases where we have 
found that they have not established proper standards, and there has 
been improper storage, utilization, or maintenance, and we have some 
recent examples here that we might discuss. 

Mr. Passman. Ii they are not classified, we wish you would read 
them into the record at this point. 

Mr. Baitry. I think they are all classified. 

This is the difficulty of this program. 

Mr. Passman. All right, off the record. 

(Discussion off the record. ) 

Mr. Baitry. Some of our most recent examples include, for example, 
16 F—-86F aircraft placed in storage in one country. In another coun- 
try, inspection teams identified several military items which had been 
furnished under MAP but which had never been used, according to the 
Auditor General. 

Reviews made by the Auditor General of the U.S. Air Force have 
confirmed our findings. In one of the countries we examined, he 
stated that the basis used for programing was unrealistic, considering 
the composition and capability of the country’s forces. 

Mr. Passman. How many aircraft did they place in storage ? 

Mr. Battey. There were 16. 

Mr. Passman. What price aircraft ? 

Mr. Battery. It was the F-86F. Do you have a price on that, Mr. 
Gutmann ? 

Mr. GurmMann. No, I do not. 

Mr. Camppeti. Roughly? 

Mr. Batnery. I would judge in the neighborhood of $200,000 per 
aircraft. 

In another country— 

Mr. cyue rws. Did we get the name of that plane ? 

Mr. Camppetn. The F-86F. 
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Mr. Anprews. With reference to the aircraft, is that the case you 
mentioned, General, on page 94 

Mr. Camppety. No, sir. 

Mr. Passman. This is another instance? 

Mr. CAMPBELL. Yes, Sir. 

Mr. Ruopes. What country was it 4 

Mr. Battey. Off the record. 

(Discussion off the record. ) 

Mir. Passman. This is not what you referred to in your report, 
however ¢ 

Mr. Battery. No, sir. 

Mr. Passman. Will you please read the others? 

Mr. Battery. Yes, sir. 

In another country the Army Audit Agency has reported that more 
electronic equipment was delivered than the country could effectively 
utilize. 

( Discussion off the record. ) 

Mr. Battery. In another country M-47 tanks were programed and 
delivered which were beyond the capability of the country to main- 
tain. 

Mr. Passman. What was the excess amount ? 

Mr. Bartey. T donot have that information. 

Mr. Passaanx. Do you know the cost of the tank contract ? 

Mr. Gurmann. These were M-47 tanks and were priced io the as- 
sistance program at about $35,000 each. 

Mr. Bartey. In another country quantities of surgical and medical 
equipment had been rendered unusable because of deterioration and a 
quantity of drugs had passed the expiration date of their useful life 
and were no longer fit for use. 

( Diseussion off the record. ) 

Mr. Passman. And, page 4 t, under the military program ? 

Mr. Battery. Yes, sir. These are just examples, but we have other 
specific examples. 

Mr. Passman. Of course, we are aware that you make only a spot 
check; and the conditions you are disclosing here, and in your many 
reports, were brought about by just a spot check, and not a detailed 
chee kk, 


EQUIPMENT FURNISHED COUNTRIES IN EXCESS OF TRAINED PERSONNEL 
UTILIZATION 


At page 9 of your statement, Mr. Campbell, you state as follows: 

Equipment has been furnished to many countries in excess of their capability 
to utilize it adequately, due in large part to the lack of trained personnel. For 
example, In one country, reports from using units indicate that there are only 
about 40 percent of the needed radio operators and that receipt of newer, more 
complex equipment would aggravate this problem. 

Is that the same one to which you referred a moment ago? 

Mr. Battery. No, sir. 

Mr. Passman. This is in addition to that instance ? 

Mr. Battery. Yes, sir; this is a different country. 

( Discussion off the record.) 








AIRCRAFT DELIVERED IN EXCESS OF PILOTS 


Mr. Passman. You further state as follows: 

In some countries, aircraft have been delivered in quantities in excess of 
the number of available qualified pilots. For example, in one country there 
were about two jet aircraft available for each pilot, including instructors. 

Could you tell us the number of jet aircraft involved and in excess 
of the needs? 

Mr. Baitry. Yes, sir: we have that information. 

Mr. Gurmann. Mr. Chairman, would you allow me to read from 
a portion of this report ? 

Mr. PassMan. Yes, sir. 

Mr. GurmMann. It is secret and it will have to be off the record. 

Mr. PassMan. It is secret ? 

Mr. Gurmann. Yes,sir. It isdated January 1958. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Gentlemen, you understand it will be your respon- 
sibility to take off the record any classified information which should 
not. be divulged. 

Mr. Gurmann. I am quoting from this report ——— dated Febru- 
ary 1960. 

Mr. Passman. February 1960? 

Mr.Gurmann. Yes, sir. 

In January 1958 235 F-86 planes and 186 T-38 planes were available to 
the ———— Air Force from deliveries under the military assistance program. 
Sine had only 187 jet pilots, including instructors, test 


pilots and students, there were more than two planes available for each of 
these pilots. 





Mr. Passman. Would you please read the next paragraph ? 
Mr. GurMann. Yes, sir. 


In September 1958 45 F-86 airplanes were in permanent storage. One hun- 
dred and thirteen were in temporary storage. At the same time there were 
also T-33 planes and 5 C—46 planes in permanent storage and 47 T-83 planes 
in temporary storage. The MAAG has estimated that there will be very little 
improvement in the situation through March 1961. At that time, after making 
allowances for tactical training and command support requirements, and after 
considering aircraft that will be required for inactive schoolwork and those 
which will be lost through attrition, the MAAG forecasts that ———— will 
have 101 F-&86F planes excess to requirements and an additional 64 which 
will be only partially utilized. At the same time it is anticipated that there 
will be 50 excess T-33 planes. 

Mr. Ruopres. Would the gentleman yield ? 

Mr. PassmMan. Yes. 

Mr. Ruopes. Do you have any idea where these excess planes came 
from? Were they shipped over from the United States for the 
Air Force, or were they airplanes which were in the hands of our 
forces in the Far East and became surplus while they were in the 
Far East? 

Mr. GurmMann. I would say it would be a situation where both 
were involved. They probably came from both sources. 

Mr. Ruopes. You do feel that there were some of these excess air- 
planes that were in the Far East as a part of our forces and were ren- 
aoe surplus by upgrading of the equipment of the various units of 
U.S. Air Force stationed in that area ? 
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Mr. GurmMann. Yes, sir. 

Mr. Rnopes. However, you do not think that would account for the 
whole excess ¢ 

Mr. Gutmann. No,sir. 

Mr. Passman. Did the record indicate whether or not these planes 
were transferred as excess, or whether the military assistance program 
had been charged for the ere 2 

Mr. Battry. Mr. Chairman, I do not know about these particular 
planes but, usually, when an airplane is transferred to a recipient coun- 
try, it undergoes what i is called an IRAN operation—‘inspection and 
repair necessary’ —in order to put the aircraft in first-class operating 
condition, and even though the aircraft might be excess, the cost of 
IRAN’ing the aircraft would, as a rule, be charged to the military 
assistance program. 

Mr. Passman. As indicated earlier, you make only spot checks. Now, 
this one item indicates a great deal, based upon my way of considering 
the value of a dollar. About $55 million worth of tires and tubes— 
a 4-year supply—were shipped from excess stocks out of Defense. 

Now, to run into an item like this —, I am wondering if you 
should not possibly check that country, or some other country, and 
make a complete check and see if you cannot pin down the hundreds 
of millions of dollars worth of excess stocks shipped in excess of the 
needs. 

As we are on ———,, the $55 million tire item and the planes, is 
there anything else on ——— that you could tell us about now which 
in your opinion is excess to the requirement ? 

Mr. Batrtry. We are confronted with quite a problem when it comes 
to making a complete examination because of the limited number of 
people we have in the Far East that are available for this and other 
work in the Far East. We have presently in the neighborhood of 20 
professional staff members in the Far East, and it could tie up our 
staff for a long period of time to make a complete examination of any 
one country. 

Mr. Passman. In this particular program you were able to pinpoint 
hundreds of millions of dollars of waste by your audits. The tire deal 
alone would pay for a very large corps of auditors. 

Mr. Battery. Yes,sir. We think we have been effective in many ways 
in saving money. 

Mr. Campse.u. It is not so much a question of the cost of the audit, 
as it is a question of getting competent people to do it. That is our 
problem. 





BUDGETARY SUPPORT 


Mr. Passman. You say also in your statement, Mr. Campbell, at 
page 10, as follows: 

Funds provided by the United States to support the military budgets of many 
countries have not been adequately controlled to insure that the funds are uti- 
lized for the purposes for which they were given. 

I believe that the International Cooperation Administration wit 
nesses stated that it is the responsibility of the Department of Defense 
to give an explanation on this part of a military program. 

Would you elaborate just briefly, because this is dealing with 
budgetary support ? 
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Mr. Baiwry. Yes, sir. 

Mr. Passman. Is that your understanding / 

Mr. Battey. Yes, sir; this isthe problem involved here. 

Mr. Passman. Well, now, is that 

Mr. Bamtey. Up until recently. 

Mr. Passman. Is that in compli: unce with the law, if they are taking 
military defense funds and using them for budgetary support ? 

Mr. Battery. It is Defense Support funds that we are talking about 
here, Mr. Chairman. 

Mr. Passman. That is in Defense Support funds? 

Mr. Battry. Yes, sir; but up until recently there had been no deci- 
sion by the Department of Defense and the International Coopera- 
tion Administration as to which agency would be responsible for fol- 
lowing through to see that the budget: ary support money had been 
expended by the country for the purposes for which it was granted. 

Mr. Passman. For which it was granted ? 

Mr. Baittry. Yes, sir. The Department of Defense has now as- 
sumed this responsibility. 

Mr. Passman. It is now the responsibility of the Defense Depart- 
ment, and that is where we would get. the information / 

Mr. Battery. Where it is military budget support: ves, sir. 

Mr. Ruopes. Mr. Chairman, would you viel | to me for a question! 

Mr. Passman. Surely. 


USE OF MONEY OBTAINED FROM SALES OF EXCESSES 


Mr. Rnopes. During some of the hearings we had in Europe we 
discovered that when an item in the country becomes excess to the 
needs of the program, say, in country A, such item is reported to 
the higher command for reshipment. to another country which might 
need it. But, if no country needs the item, it is then turned over to 
the nation in which the MAAG is quartered for disposition. The 
funds which are obtained from the sale of the item of equipment. go 
to the nation in which the MAAG is quartered and such funds are 
supposed to be used for the support of the defense program of that 
nation. 

We found that there was not only no cognizance on the part of 
the members of the MAAG as to how much money was obtained 
through these sales, but neither was there any idea as to whether the 
money actually was used in the military progr: am of the nation. Did 
you find this to be true also in your inspections? 

Mr. Bairry. We have not actually gone into that area to any ex- 
tent, Mr. Rhodes. I suppose, basically, because not too much in terms 
of money has been generated by sales of excess materiel in some of 
the countries that we have been in. It is a significant item, but com- 
pared to the value of items that are going into the countries, we have 
felt our effort should be concentrated in the latter area. We have 
not really examined that aspect of the program. 

Mr. Rnopes. Thank you. 
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COUNTRIES RECEIVING AID BUT NOT MAKING MAXIMUM CONTRIBUTION 


Mr. Passman. Mr. Campbell, you state on page 11: 


Agency reports indicate that some countries receiving assistance are not mak- 
ing a maximum contribution consistent with their economic and political sta- 
bility toward the equipment requirements of their high priority units that are 
being equipped or supported in whole or in part under the military assistance 
program. 

Which countries are they / 

Mr. Campsett. The countries were ———— and — 

Mr. Passman. What agencies were involved 4 

Mr. Baitey. The MAAG reports, Mr. Chairman. 

Mr. Passman. The MAAG reports ? 

Mr. Baitey. Yes, sir. 

Mr. Passman. Now, we observed in one country—lI do not know, 
but this may be classified—and I hesitate to take the responsibility 
of having to delete from the record. Off the record. 

(Discussion off the record. ) 

Mr. Camppeti. Mr. Chairman, as I understand it, we will check 
with the Defense Department. 

Mr. Passman. This is in . We were told that had 
an agreement with Russia not to permit any military personnel on its 
soil. 

( Discussion off the record. ) 

Mr. Passman. We found that the military assistance program had 
reserved funds to match the ———— fund for a shipbuilding program ; 
and Members of Parliament stated, “We may have a bigger priority 
since there are commitments to our people under our welfare pro- 
gram.” And, notwithstanding the fact that it appeared we were urg- 
ing, if I may use that word, the ——— to get legislation passed so that 
they could put up their money—and there was some question as to 
whether they would contribute their share—all along we had been 
carrying several millions of dollars; but there was no legislation in 
that country which would permit them to utilize this money. 

Have you run into many cases similar to that? That is not a very 
firm obligation, where it requires legislation on the part of the country 
involved to carry out the program, and no such legislation has been 
enacted. 

Mr. Camppbetu. I have never heard of that one before; no, sir. 

Mr. Passman. It is in our hearings. Have you checked that 
country ¢ 

Mr. Batter. We have recently made an examination in there; yes, 
sir. 

Mr. Passman. We stumbled onto that one. You are not familiar 
with that particular incident ? 

Mr. Barry. No, sir; I am not familiar with that incident. 

Mr. Passman. They are carrying funds under this particular pro- 
gram. we are discussing. It involved several millions of dollars as a 
start. 


Mr. Battery. There is a somewhat similar situation in ———— with 
respect to missiles, which we bring out in our report on . The 


proposed program included a certain amount of money for providing 
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missiles to . At the time of our review had not made 
any request for these missiles, nor had they gotten any avuthoriza- 
tion 

Mr. Passman. Had made no request nor obtained authorization for 
the missiles but, nevertheless, the military assistance program was 
prepared to obligate funds for such a program ¢ 

Mr. Battey. They were asking for funds for this program. 

Mr. Passman. No doubt it will be in this year’s request. 

I notice one other item here, which appears at page 12 of Mr. 
Campbell's statement : 


IMPROPER CITARGES FOR LICENSE AND TRANSFER OF KNOW-HOW 


In an offshore procurement contract involving military assistance funds, the 
U.S. Air Force improperly assumed charges for a license to produce F-S6K 
aircraft in a certain country and fees for transfer of know-how to the foreign 
contractor which were in excess of a reasonable charge for the services required 
to transfer such know-how. 

I wonder if vou could tell us the amount of that cost ? 

Mr. Campnett. The country was Italy and the total cost would 
depend on the price of the F—86. 

Mr. Battery. It was about $48 million, Mr. Chairman, total for the 
aircraft. 

Mr. Passman. And, how can we straighten that out? Do you have 
any recommend: . ions? 

Mr. Baitry. I do not know of any way, except by moral persuasion, 
that the money ‘eases be refunded or requested from the contractor 
who received it, because apparently it was a legal contract, and there 
was a consideration which passed between the parties justifving the 
payment of $750,000 for technical assistance. But, we think that 
some corrective action has been taken to prevent future instances of 
this kind by the revision in the armed services procurement regulations 
in March 1960. 

Mr. Passman. But, this contract has already been entered into, and 
it isa $47 million contract. 

Mr. Bainry. Yes, sir; this is an old contract, entered into in 1953, I 
believe. 

Mr. Passman. It is now history? 

Mr. Battery. Yes, sir. 

Mr. Forp. What was the date of the contract ? 

Mr. GurmM ann. June 1954. Preceding it had been a letter of in 
tent, though, in the latter part of fiscal vear 1953. 

Mr. Forp. Was this a common practice before or was this a unique 
contract 4 

Mr. Bairry. I think that some other contracts had been handled the 
same way, Mr. Ford. We understand that there was one in Japan 
that was similar. We know that there is a current procurement where 
there is some technical assistance fee being paid. 

Mr. Forn. But, you are satisfied that the problem is remedied by this 
new amendment to the armed services procurement regulation ? 

Mr. Battry. Well, if it is properly implemented, we think it will 
be, but this remains to be seen. 
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EXCESSIVE PROGRAMING OF TRUCKS 


Mr. Passman. Another one of your spot checks indicates the fol- 
lowing, and I quote from page 15 of your statement : 

In another case, the MAAG recommended the programing of 71 trucks in 
excess Of the country’s requirements based on its tables of equipment. These 
trucks were valued at $7,440 each. 

That would be $028,240. 

Did you succeed in canceling that before they got the money / 

Mr. Baitry. Do you know, Mr. Harrison. whether that was 
‘“anceled @ 

Mr. 7: ArRIsSON. Ido not think it was. 

Mr. GurTMANN. No; it was not. 

Mr. P ASSMAN. It was not what / 

Mr. Batney. It was not canceled. 

Mr. Passman. Could you tell us the country / 

Mr. Battey. Off the record. 

(Discussion off the record.) 

Mr. ANprews. Mr. ¢ seen may I ask a question at that point é 

Mr. Passman. Yes, s1 

Mr. ANprREws. W oo were these trucks purchased? Do you know ? 

Mr. Battery. No, sir: I do not. 

Mr. Anprews. Could you find out for us and put it in the record 4 

Mr. Baitey. We can try to find out ; yes, sir. 

(The information requested follows :) 

Trucks of the type here involved had been procured from Reo, Studebaker 
Packard, and Curtiss-Wright. The trucks were delivered to the assistance 
program from service stocks and may have been procured from any of the three 
manufacturers. 

EXCESSIVE PROGRAMING OF TANKS 


Mr. Passman. In another instance, on page 16, you state as follows: 

Our examinations frequently disclose that the program submissions prepared 
by the MAAG’s contain equipment to meet training requirements although like 
equipment is apparently available from quantities furnished units which are 
only partially staffed. 

For example, 255 tanks were programed for 5 tank battalions having active 
strengths of only 6 people each, or a total of 30 men for the 255 tanks. 

Could you tell us the amount of that contract ? 

Mr. Barry. Well, these tanks were transferred to the military 
assistanance program at about $35,000 per tank. 

Mr, Passman. What was the original cost? Do you know 4 

Mr. Gurmann. The original cost was in the neighborhood of 
SLOO.O00, 

Mr. Passman. Could you tell us what country ? 

Mr. Battery. - sir. 


EXCESSIVE PROGRAMING OF MILITARY ITEMS 


Mr. Passman. At page 16 of your statement, you further state: 


Military items have been programed for delivery to certain countries while 
quantities of the same item, furnished under the military assistance program, 
are excess to the requirements of currently approved force objectives in other 
countries. 
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That would indicate just another instance under your spot checks of 
dumping. 

You said, “countries,” which is plural. Could you give us some idea 
of the other countries involved ¢ 

Mr. Battery. We know that this situation exists in both France and 
Greece, Mr. Chairman, as one illustration, and also the re port by the 
Department of the Navy that we referred to involves excess in Japan, 
Korea, Taiwan, and Thailand. 

Mr. Passman. Did you report that this had happened in 10 coun- 
tries ? 

I want the record to show that this is a newspaper article, and they 
cert ainly do not alw: avs quote one exac tly correct ly. 

Mr. Camesett. They did not quote me. 

Mr. PassMan. I quote from the newspaper report: 

Mr. Campbell indicated his information was based on a series of GAO reports, 
all of them classified for security reasons, in the military assistance program 
in at least 10 countries. 

Mr. Camppety. At least 10 countries. 

Mr. PassMaAn. Yes, sir. 


COUNTRIES REVIEWED 


Mr. Baitry. I think we might mention the countries where we have 
made reviews, Mr. Chairman. 

Mr. Passman. All right, sir. 

Mr. Battery. We have made reviews in the European area in France, 
Germany, Italy, and Spain; in the Near East and South Africa; in 
Greece, Iran, Pakistan, and Turkey; and in the Far East in Cambodia, 
Taiwan, Japan, Korea, Laos, and Vietnam. 

Mr. Passman. That is about 17. 

Mr. Baitey. Yes, sir. Then, we have a number of reports on specific 
subjects. 

Mr, Passman. This statement, on page 16, about military items 
being programed for delivery to certain countries while quantities 
of the same item, furnished under the military assistance program, 
were excess to the requirements of currently approved force objec- 
tives in other countries—that would not indicate a shortage of funds 
in your opinion, would it, if they can operate on that basis? 

Mr. Camesetn. Well, it could be either a shortage of funds—— 

Mr. PassMan. It would not indicate a shortage of funds if they 
had funds to program in excess of the actual needs and in excess of 
the force objectives? 

Mr. Camppe.i. Unless they are underprogramed in some other area. 

Mr. PassMan. You have not run into that ; have you ? 

Mr. Camesety. I have not heard anything about it. 


RESPONSIBILITY FOR REPORTING EXCESSES 


Mr. Passman. You say, at page 17 of your statement : 


Although the MAAG records often show quantities of MAP-furnished material 
to be excess to the requirements of currently approved forces, the countries 
frequently do not report such items as excess. 

Would it be up to the countries or our MAAG chiefs to assume that 
responsibility 4 
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Mr. Battery. The MAAG chief should try to get agreement from the 
country that these items are excess, but sometimes this is difficult to do, 
Mr. Chairman. 

Mr. Passman. Is it the auditor’s understanding that it is up to 
the MAAG chiefs to formulate a program and submit the require- 
ments to higher authority, and then it works back to Washington ? 

Mr. Battery. Yes, sir, this isthe way it operates. 

Mr. Passman. Some of our MAAG chiefs indicate they fixed these 
requirements at a higher authority. 

Mr. Battery. The force levels are fixed at higher authority, Mr. 
Chairman. 

Mr. Passman. They indicated they did not know anything about 
them until they received the list from the top, as to what they were 
going to get. 

Mr. Battey. Yes, sir. 

Mr. Passman. But, it is their responsibility to plan; and there is 
certainly an indication in this report, and in many of your reports, 
that they arbitrarily allocate equipment to a country, whether there 

any need for it or whether it is in excess of the force goals or not. 
Soaca run into that ? 

Mr. Baitey. There have been instances where equipment has been 
delivered in advance of requirement dates. 

Mr. Passman. This would indicate too much money, in my opinion. 

At page 18 of the Comptroller General’s statement there appears 
the following: 

Our review disclosed overprograming and excessive requisitioning of ma- 
terial resulting from (1) duplication of requirements, (2) failure to properly 
consider stocks on hand, (3) erroneous stock records, (4) overstatements of 
dues out to customers, and (5) inaccurate supply data for rebuild activities. 

( aun | you give us any indication as to how expensive this has been 4 

. Baitey. Well, as indicated on the following page, Mr. Chair- 
man, when we called these matters to the attention . of the milit: ary as- 
sistance advisory group : about $6 million was canceled from the pro- 
gram and requisitions calling for material amounting to about $10 
million were canceled. 

Mr. Passman. This one item in with reference to the excess 
automobile tires and tubes amounted to $55 million. 


VALUE OF CANCELLATIONS AND REDUCTIONS RESULTING FROM GAO 
RECOMMENDATIONS 


Do you have any way of putting together the total cost of orders 
that you have been suc ‘eossful in eanceling before the ‘vy finally went out 
to the nations, and the obligation? This is evidently recently. Could 
you give it to us, say, for the last 3 years? 

Mr. Batnry. We ean see what we can do, Mr. Chairman. 

Mr. PAassmMaAn. vd oot too much work. 

Mr. Baiwey. Yes, sir 

Mr. Passman. Say, Gor 1958, also, and, maybe, 1960. 

Many times we find that once they have made the obligation, they 
are a little slow taking it off the ledge rs that they may not ship it, but 
they still carry it as an obligation. Duri ing our hearings we have pin- 
pointed many cases in which they were so hasty in meeting the obli- 
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gations at a subsequent date, and a very high percentage of the total 
obligation had been deobligated. 
(The follow Ing was submitted for the record :) 


We have been instrumental in the program revisions and deletions during the 
past several calendar years as follows: 


Villions 
1958__- motes $27 
1959 Ae: 47 
1960 through May 1960 o4 


These figures are necessarily approximations, because it is not always possible 
to make an accurate evaluation of the extent to which cancellations and redue 
tions are a result of our recommendations. 

Mr. Baitey. Well, yes, sir, on common item orders there are fre- 
quent adjustments in programs so that the items that originally were 
covered by the common item order may not be delivered under the 
program. There are numerous instances of this. 

Mr. Passman. Mr. Taber? 

Mr. Taper. Did you run across any instances where surplus was al- 
located by the De fense De ‘partment to muti: al security and later on 
was turned back in cancellation of obligations ? 

Mr. Gurmann. No; I donot recall any such instances. 

Mr. Taner. On page 5 there was a statement that deliveries had 
been made, and thereafter the recipient country changed its plans and 
reduced its forces. What country was that / 

Mr. Battery. Off the reeord. 

( Discussion off the record. ) 

Mr. Battery. Yes, sir. 


COUNTRIES IN WHICH EXCESSES EXISTED 


Mr. Taper. At the bottom of page 6 you refer to there being an 
inadequate basis for developing program requirements, and on page 
7 you state that thereafter the Department of Defense officials have 
advised that the proposed decentralization of program prepar ation 
from the military departments in Washington to the unified com- 
mands in the field, as recommended by the Draper Committee, should 
result in better control over preparation of program submissions. 

Could you tell us what country that was ? 

Mr. Bartey. This would be throughout the program, Mr. Taber. 
The particular countries we referred to involved Korea, Turkey, 
Cambodia, Pakistan, Laos, — am, Iran, and Greece. 

Mr. Taper. Did you find a very substantial surplus of materials 
in Korea, Cambodia, Vietn: ad Laos ? 

Mr. Battery. In the three southeast Asian countries the program 
as a whole is not large compared to some of the other countries, but 
some of the excesses there were fairly substantial. There was a cer- 
tain amount of equipment that had been left over from the Indo- 
chinese war which the country forees had on hand. No one knew 
how much they had on hand, so it was impossible to determine what 
assets the country had. 

Mr. Taser. They did not know themselves? 


Mr. Battery. I think probably this is true to a great extent, yes, sir. 
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AUTHORITY FOR TRANSFER OF MILITARY EXCESS STOCKS 


Mr. Taser. Do I understand the military have the authority to 
transfer things that are in excess to their needs to these mutual 
security countries? What is their authority ? 

Mr. Barry. The Mutual Security Act provides the basis for pricing 
items that are transferred, and also authorizes the furnishing of mili- 
tary assistance, either from supplies the Armed Forces have on hand 
vw through the purchase of supplies for the recipient countries. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 


OVERCHARGES 


Mr. Taner. Did you find instances where the military assistance pro- 
gram has been overcharged because of prices placed on equipment 
issued from excess stocks to the mutual security countries 4 

Mr. Baitrey. Yes, sir. 

Mr. Taper. Where was that, what countries ? 

Mr. Baitry. This was based upon a review we made in this country 
of prices that had been charged for items delivered to the military 
assistance program. It could have involved any of the countries 
receiving military assistance. 

Mr. Taser. It could have been to most of them ? 

Mr. Baitry. Yes, sir. 

Mr. Taser. [think that is all I have. 

Mr. Passman. Mr. Gary / 


BETTER JOB WOULD BE DONE WITH LESS MONEY 


Mr. Gary. Mr. Campbell, when you were here last year you stated 
that, in your opinion, one of the chief faults in this program was that 
it had had too much money and that had encouraged waste. Are you 
still of that opinion / 

Mr. Camppeic. I think, Mr. Gary, I said that I am of the opinion 
that if there were less money av: "Abie there would be a better job 
done. I think that was the sense of my comment last year. 

Mr. Gary. That was your statement last year / 

Mr. Camppetn. Yes. 

Mr. Gary. And you are still of the same opinion ? 

Mr. Campsets. I am still of the same opinion that if the program 
had more competent people in it with the present amount of money 
they could do a better job, but in view of the fact that they have the 
limitations of stafling throughout the world— 

Mr. Passman. Will the gentleman yield ? 

Mr. Gary. Yes. 

Mr. Passman. Have you had occasion to study the technical assist- 
ance program?’ Does your statement apply to all the programs, or 
just the milit: ary assistance program ? 

Mr. Camppetn. We do not have that information on all the pro- 
grams today, sir. 
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Mr. Passman. You are speaking of the military assistance program? 

Mr. Campsbetu. Yes. 

Mr. Passman. Do you have a report on the technical assistance pro- 
gram and the other programs we could look over at subsequent date? 

Mr. Camppe.t. These men I have with me today are concerned 
only in the defense area. 

Mr. Passman. Thank you, Mr. Gary. 


REEXAMINATION OF PROGRAMS 


Mr. Gary. Have you had a chance to make any reexaminations of 
programs that you have previously examined ? 

Mr. Camppeit. Mr. Gary, Italy was a program which we reviewed 
by followup. Pakistan was another, and Turkey, Korea, and Laos, 

Mr. Gary. What did you find in Laos on your reexamination ? 

Mr. Camppett. No, I am sorry; Japan and Korea. We did not 
follow up the review on Laos. 

Mr. Gary. Have you made any check at all on Laos? 

Mr. Battery. We made one examination of the military assistance 
program in Laos. 

Mr. Gary. I know you had one examination, but since that time 
have you made a reexamination ? 

Mr. Battery. No, sir; we have not been back. 

Mr. Camppetyt. We will probably be back in another year, perhaps, 
but not before. 

EXCHANGE RATE PROBLEMS 


Mr. Gary. The main cause of the trouble in Laos, the exchange rate, 
apparently has been cleared up. They had a very bad situation there 
with reference to the exchange. W e were de: aling with the Lao 
on the basis of 35 kips to the dollar and they were selling the kips on 
the black market for over 100 to the dollar. They have now stabilized 
the kip on the basis of 85 to the dollar, and apparently the same ex- 
change rate prevails on the market and in our official transactions. 

Mr. Camrppety. That is my understanding. 

Mr. Gary. Which has cleared up that situation to some extent. 
Do we not have that same difficulty with reference to the exchange 
rates in some of the other countries ? 

Mr. Campsety. Yes. 

Mr. Gary. Which other countries are involved ? 

Mr. Battery. Turkey was one place where they had a difference be- 
tween the official exchange rate and the free market rate, shall we say. 
That is one example of where they have that type of problem. I do 
not think the conditions were the same there as they were in we 

Mr. Gary. But whenever we deal with a country on one official 
exchange basis and the open market rate is higher, we are getting 
rooked in the deal to a large extent, are we not ? 

Mr. Batrey. There are a number of instances where the official 
rate of exchange is somewhat lower than the free market rate of 
exchange. Spain is one country that occurs to me offhand where the 
peseta on the free market is somewhat cheaper than the official rate. 

Mr. Campretyi. That is to be expected because the Government has 
to deal at the highest level whereas the people we are dealing with 
do not. 
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Mr. Passman. Will the gentleman yield ¢ 

Mr. Gary. Yes. 

Mr. Passman. I believe we were told in Vietnam that the free mar- 
ket rate is 72 and our dollar rate is 35, in south Vietnam. Is that 
your understanding ¢ 

Mr. Camppsets.. Laos was a very unusual problem. 

Mr. Passman. It was only this week, I believe, that we were told 
the tourist rate was 72, and we are doing business with them on the 
basis of 35. 

Mr. Ruoprs. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Ruopes. That is an indirect subsidy to the Government of Laos, 
of course. That situation is also true in Korea, I understand. 

Mr. Camppety, I think private individuals might have made a lot 
of money out of it. It does not help the Government. 

Mr. Ruopes. Of course it does help the Government. 

Mr. Gary. Willthe gentleman yield ¢ 

It did not help the Government much in Laos because the difference 
inthe rates of exchange apparently was being pocketed by some of the 
officials rather than the Government. It showed up in the imports 
and you had to have a license to bring imports into the country, and 
the Government officials and their wives or families held practically 
all the import licenses. 

Mr. Riropes. In Korea the Government is apparently selling import 
licenses. Therefore, the Government makes most of the money in- 
stead of having the individuals make it. But still, money is being 
made. The only difference between the Lao situation and the 
Korean situation is that the Korean Government has stepped in and 
taken the profit rather than letting the individuals profit. In both 
instances, it isthe United States that loses. 

Mr. Gary. In other words the Government cornered the market on 
the racket. 

To whom do you report on your investigations ? 

Mr. Camrnett. We report to the Congress in the first instance 
and then to the agencies. 


SUBMISSION OF REPORTS TO AGENCY 


Mr. Gary. But you stated last year when you were here that be- 
fore you published your report you submitted it to the agency ‘ 

Mr. Camppetn. Yes, sir, in draft form. 

Mr. Gary. And you gave them an opportunity to make suggestions 
as to any inaccuracies ? 

Mr. Campreini. That is correct. 

Mr. Gary. You are still following that procedure ? 

Mr. Camper. Yes. 

Mr. Gary. To whom do you make this report ? 

Mr. Campse.u. Our draft would go to the head of the agency, the 
Secretary of the service, whoever he may be. 

Mr. PAsswan. Off the record. 

(Discussion off the record.) 

Mr. Bamry. Mr. Gary, further in connection with your question, 
our draft reports on the military assistance program are sent to the 
Assistant Secretary of Defense for International Security Affairs and 
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to the Assistant Secretary of Defense, Comptroller, for handling un- 
der authority delegated by the Secretary of Defense. 

Mr. Gary. Do you also report to the new Inspector General ? 

Mr. Battery. No, sir, we do not send our draft reports to the In- 
spector General in the State Departme nt. We do if we feel there is 
a State Department involvement, but if it involves strictly military 
assistance we send it to the agent ‘of Defense and they fre- 
quently will coordinate their replies with the Department of State 
before the Vv se nd us their re plies. 

Mr. Gary. Is it your understanding that the Inspector General 
is Inspec tor General only for the State Department 4 

Mr. Battery. No, sir. We understand he is supposed to also have 
surveillance over the military assistance program. 

Mr. Gary. But he is in the State Department ? 

Mr. Battry. He is inthe State Department. 


CREATION OF OFFICE OF INSPECTOR GENERAL AND COMPTROLLER 


Mr. Gary. When the Office of Inspector General was created it was 
intended, as I understood it. to put somebody over the entire opera- 
tion that would coordinate the various activities, the State Depart- 
ment, ICA, the military, and the other activities in that field. Instead 
of that, they put him under the State Department so that his hands 
are completely tied and the Office does not mean anything at all. Is 
that not true? 

Mr. Battery. Well, he isin the Department of State, ves. 

Mr. Gary. And he is under the Assistant Secretary of State and 
reports to him and cannot report on the Department of State except 
to the Department of State? 

Mr. Campneitrt. That was clearly set out when the Office was created. 
T had no illusions about it. 

Mr. Gary. The Congress understood they were putting someone 
over the entire oper: ation who would really see that the entire opera- 
tion was run properly. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Passman. Before the Office of Inspector General was created, 
Mr. Murphy worked under Mr. Dillon. When this post was created 
Secretary Dillon designated Mr. Murphy to be the Inspector General. 
So Mr. Murphy is still working under Mr. Dillon and ne reports to 
Mr. Dillon. T have a very high regard for Mr. Murphy; but if T am 
to be inspected, and T appoint my secretary as the inspector, and tell 
her to report only to me, I do not think T will get in trouble with my 
constituents. 

As an official heading an independent agency, what is your opinion 
as to what ean be ac complished out of the Inspector General’s Office? 

Mr. Camppett. My impression was, when that was discussed, that 
State probably had in mind that this Inspector General and Comp- 
troller would not be reporting to ICA but to the highest echelon in the 
State Department. I thought that was as high as they could go 
unless you want to have the Inspector General as the head of the State 
Department. 
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Mr. Passman. He reports to his old boss and to his new boss, who 
happens to be the same man, Secretary Dillon, who is charged with 
the responsibility for this program. 

Mr. Camppseti. I was under the impression he reported to ICA 
before. 

Mr. Passman. Before, he was Controller of ICA but reporting to 
Mr. Dillon. 

Mr. Gary. I certainly have the highest regard for Mr. Murphy, and 
I believe if he were given the authori ity and the opportunity he could 

clean up this program. That was my understanding of what was 
eoing to happen through the creation of this office of Inspector Gen- 
eral. But I do not think Mr. Murphy has any more authority now 
than he had previously, and it looks to me like we merely created 
another office without any real benefits flowing from it. We are just 
spending more money for no better service. 

Mr. Conrr. Will the gentleman yield ¢ 

Mr. Gary. Yes. 

Mr. Conver. Is that not the fault of the Congress? They could 
have provided for him to report to anybody they wanted to, and they 
did not do it. 

Mr. Gary. I am not criticizing Mr. Murphy. I am commenting 
on the effect of the legislation we passed last year that w as Suppose ed to 

ive somebody the authority to clean up and straighten out this pro- 

cram. This job was e reated, we have set up the office and spent a lot 
of money in doing so and will continue to spend a lot more money, 
but in my judgment while it was stated we were giving the Inspector 
General authority to do a job, I do not believe we have. I believe the 
situation is the same as it was before. It may be that Mr. Murphy 
will work out some of the accounting procedures, but I believe he 
could have done that just as well as Controller as he can as Inspector 
General. An inspector general is supposed to be in such a position 
that he can make an inspection and do something about it, and Mr. 
Murphy is not in that position. I think he is Inspector General in 
name only, and I think the legislation we passed last year was worth- 
less so far as accomplishment is concerned. I do not see a thing that 
has been accomplished by it and, frankly, I ‘aid not think anything 
would be accomplished when the legislation was passed last year. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Passman. This legislation originated from downtown. If you 
should get a person in the office of Inspector General who did not pos- 
sess the high integrity of Mr. Murphy, he could become a shield and 
cover up the practices that are detrimental to the program. I repeat 
if he did not possess the high integrity of Mr. Murphy. Anyway, we 
hope i it works out so that some good comes of it. 

Mr. Ruopes. Will you yield 4 

Mr.Gary. Yes. 

Mr. Ruopes. In a colloquy with Mr. Murphy a few days ago I 
asked the —— whether or not the executive department approved 
of his office being set up. This question was in regard to whether or 
not certain reports of his office were avail: ible to the Congress. He 
said the executive department was not agree: able to his office being set 
up. sut,” I said, “they can see your reports and the Congress, who 
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set you up, cannot see your reports.” He said that was right. SoI 
am not sure whether or not officially the executive department wanted 
this office set up. 

Mr. Passman. When I said “downtown” I did not mean the top 
echelon. I believe I know where the idea came into being, and that 
is Why I was in favor of it initially. But as far as I am concerned, 
when I found out we were not entitled to receive the information, but 
the executive department was, I have my own opinion. 

Mr. Taser. Will the gentleman yield ? 

Mr. Gary. Yes. 

Mr. Taner. Mr. Murphy has been the Controller of that mutual 
security setup at least for 8 or 10 years, and he has never reported any 
such irregularities as have been developed by our committee, and we 
have never received anything of that kind from him. Fr: ankly, I pro- 
tested against his appointment as Inspector General to the P resident, 
because I did not think it would work out in a satisfac tory way. 

Mr. Ruopes. Of course, if the gentleman will vield further, there 
really is not any way by which the Congress could unfetter the In- 
spector General more than we have except to set him up as an inde- 
pendent agency, and I would not want to set up other independent 
agencies to check on agencies already in existence. This man has to 
work under the State Department or as an independent agency. 
Otherwise we would set up controllers general for every department 
of the Government, which would be moving into the realm in which 
the Comptroller General of the United States is operating. 

Mr. Gary. I agree with the gentleman, but unless we do set him up 
as an independent agency I do not think he can accomplish anything. 
He could have accomplished just as much as Controller of ICA as he 

ean under the State Department, in my judgment. 

I have the very highest regard for John Murphy and T have the 
opinion if he were unfettered he would do a good job. But any 
reports he makes have to go to the agency and they can say whet her 
the reports will be released, or not. I have no doubt he has made 
some reports to the agency which resulted in the correction of some 
conditions. But I hoped when this office was being set up that it could 
really accomplish something, although I never thought so: person- 
ally I think the setup was simply to quiet public clamor. Many arti- 
cles had been published in newspapers and magazines about irregu- 
larities, inefficiency, and waste. The public was very critical, and we 
wanted to lull the public into the feeling things were being taken care 

of. and I do not think they are being ts iken care of. 

Mr. Forp. Off the record. 

(Discussion off the record. ) 

Mr. Passman. I want the record to show I have the highest re- 

gard for Mr. Murphy; but I do not know of a man who has acknowl 
slags so little wrong with the program, since I have been doing 
business with him. 

Mr. Conte. He has only been in there 8 months. 

Mr. Passman. He has been in there about 14 years. Mr. Taber 
indicated 8 years. 

Mr. Contr. I am speaking of this new position as Inspector Gen- 
eral of the entire program. 

Mr. Taser. He was not Controller until 7 or 8 years ago. 
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Mr. Conte. I am talking about this new bill Congress passed setting 
up the office of the Inspector General. I read recently in a report 
from some organization where he had uncovered some shortcomings in 
the program in ———— and other countries. As a watchdog for the 
program, he can serve a very useful purpose in bringing to the atten- 
tion of the Secretary of State or the Assistant Secretary of State, Mr. 
Dillon, what is wrong with the program. He could say to Mr. Dillon: 
“This is what is wrong with the program. You had better straighten 
it out or Congress will take you to task for it.” I think he could 
serve a very useful purpose. 

Mr. Passman. He could; but I repeat, he stands by the program, 
and acknowledges very little wrong with it. I think there are a lot of 
shortcomings which can be corrected. 





OREGON STATE COLLEGE CONTRACT IN THAILAND 


Mr. Gary. I have only one more question, Mr. Chairman, and I do 
not know whether the information is classified or not. I understand 
the country programs are classified. But I wish you would give us 
a statement on it, Mr. Campbell, and then you can strike it out of 
the record if the information is classified. This is with reference to 
the Oregon State College contract in Thailand. 

Mr. Campsett. That is under ICA. You and I discussed that. 

Mr. Gary. That is right. I talked to you over the telephone 
about it 

Mr. CAmpseti. And our people were out there. 

Mr. Gary. Yes; your people were out there and I asked you to get 
some information on it before they left. 

Mr. Campse.i. I have heard nothing further from it. I know we 
are going ahead with it. How far we have gone, I do not know. I 
can find out for you very promptly. 

Mr. Gary. I wish you would, because there is a question now as to 
whether that contract shall be renewed. It expired in April and 
they extended it through June 30. Now there is a question of whether 
they are going on with it, and we would like to get all of the infor- 
mation on it that we can. 

Mr. Campseti. When I received word from you, fortunately we 
were able to get word to our people and I understi and we were able 
to get in there before renewal. 

Mr. Anprews. Will the gentleman yield? 

Mr. Gary. Yes. 


CONTRACT WITH GOVERNMENTAL AFFAIRS INITITUTE AND JOHNS 
HOPKINS UNIVERSITY 


Mr. Anprews. Have you taken a look at the contract ICA had with 
the Governmental Affairs Institute ? 

Mr. Camrpenn. This, again, is ICA. I do not know whether we 
have or not. 

Mr. Anprews. There is a pretty good record in our hearings on 
that contract, and I would appreciate it if you would have one of 
your men look at the record after it has been published and maybe 
next year tell us what you think about it. There were several hun- 
dred contracts. The committee only had an opportunity to look at 
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a few of them. Another was with Johns Hopkins University for the 
operation of a school on Florida Avenue. The contract was for a 
5-month course of lectures. Most of the lecturers were members of 
ICA and the contract provided for ICA to pay Johns Hopkins $4,000 
per student for the 5-month course. 

Mr. Gary. For tuition only. 

Mr. Anprews. They told us the lectures were to run 8 hours a day, 
5 days a week. We sent an investigator out there one afternoon and 
there were no lectures. 

Mr. Gary. That contract was only for the employees and the $4,000 
was for tuition only, which was over $800 per month per person. 

Mr. Narcuer. Will the gentleman yield? 

Mr. Gary. Yes. 


ASSURANCES FROM DEPARTMENT OF IMPROVEMENTS IN PROGRAM 


Mr. Narcnuer. Mr. Campbell, have you received any assurance from 
the Department of Defense or from any of the departments of our 
Government, since issuing your 36 reports that you mentioned in 
your statement, that there will be any corrections made or any im- 
provements in this program? 

Mr. Campsein. Oh, I think the departments pay attention to our 
recommendations and their intentions are good. I think in some 
cases they improve things, but I do not think they move very fast in 
doing it. It may be because of the size of their operation, I do not 
know. 

Mr. Gary. That is all, Mr. Chairman. 

Mr. Passman. We shall recess until 2 o’clock this afternoon. 


AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 

When we recessed for lunch, I believe that Mr. Gary had completed 
his questions. 

Mr. Gary. Yes, sir; unless they have the information which I re- 
quested earlier. 

Mr. Passman. Weshall get through with military, and then proceed 
to the ICA projects. 

Mr. Ford? 


CRITICISMS DIRECTED AT FORCE MAINTENANCE ASPECT OF MAP 


Mr. Forp. I gather from reading and hearing your statement, Mr. 
Campbell, that most, if not all, of the comments about the military 
program are in reference to the force maintenance aspect: is that 
right ? 

Mr. Camppe.n. Yes, sir. 

Mr. Forp. And, the criticisms that I have heard from the reports 
that have been cited were not aimed at the force improvement side of 
the picture / 

Mr. Camppse ty. I think that is true. 

Mr. Bairry. Yes, sir, Mr. Ford. After the decision is made as to 
what force there should be and what improvements should be made in 
the forces, then comes the process of programing and delivering and 
trying to maintain those forces. 
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Mr. Forp. Of course, in general terms, the force improvement part 
is about two-fifths and the force maintenance is about three-fifths of 
the total ? 

Mr. Battery. I think that is a pretty fair percentage; yes, sir. 

Mr. Forp. I was looking and find that in 1960 there is a chart which 
shows the relationships of annual funding to military assistance pro- 
grams for maintenance and improvement of forces, and the figure for 
force maintenance is $949 million and the amount for force improve- 
ment is $670 million. In general, that is about two-fifths against a 
three-fifths breakdown ? 

Mr. Battery. Yes, sir. 

Mr. Forp. I just wanted to be sure that it is fair to say that most, if 
not all, of your investigations and criticisms have been aimed at the 
force maintenance side and not at the force improvement side. Is that 
a fair analysis of what you have said ¢ 

Mr. Battey. It would involve some problems in force improvement 
when it comes to providing equipment to improve forces that might 
be over and above what would be required for a particular improve- 
ment that we wanted to make in a country’s force. 

Mr. Camppetn. The aircraft pilot program, for example, might be 
construed as improvement. I look upon it more or less as main- 
tenance of the system rather than improving the system. 


MISSILE PROGRAMS 


Mr. Forp. Have you had any experience, adverse or otherwise, in 
reference to missile procurement, or missile deployment, or missile 
training ¢ 

Mr. Battery. We do have the one case that we mentioned this morn- 
ing involving the programing of money to provide missiles to a coun- 
try which had not, at the time it was programed, made any request 
for the missiles or indicated that the missiles would be accepted. 

Mr. CAMPBELL. ————, for example. 

Mr. Forp. What kind of missiles were those / 

Mr. Battey. Do you have that information ? 

Mr. Gurmann. We can check that, Mr. Ford. Off the record. 

(Discussion off the record.) 

Mr. Battey. That may be true. We do have with us information 
as to which missiles were programed, but we will find out what mis- 
Siles = e to be supplied. 

Mr. Gurmann. Our report does not contain the identification of 
the missiles, but we can obtain it for you. 

Mr. Forp. I would appreciate it, because if that missile is the one 
which you are referring to, that is brandnew news to me that it was 
even thought of. 

Mr. Barry. Well, we will supply that information for the record. 

(The information requested follows :) 

The fiscal year 1960 program submission by the MAAG in - included 
surface-to-air missiles unidentified as to specific model. 

Mr. Passman. You are positive, though, it was a missile of some 
type that they had programed even before the country had requested 


it, or before it was presented to the Congress for approval ? 
Mr. Battery. Yes, sir. 
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Mr. Forp. Find out what it is, please, sir. 

Mr. Baitey. We willadvise the committee. 

Mr. Forp. But, you have no other incident of poor programing and 
mismanagement or anything else involved in missiles per se? 

Mr. Bainey. No, sir. 

Mr. Forp. I believe that is all, Mr. Chairman. 

Mr. Passman. That part of the program is fairly new, and you 
make only a spot check; and your audits lag a year or two or three 
behind the actual program ; do they not? 

Mr. Battery. Yes, sir. 

Mr. Passman. Therefore, you would have no way of knowing until 
such time as you have made the audit and established it for the record? 

Mr. Bartey. We audit on a post-audit basis. 

Mr. Passman. But, there is a lag, and as this program is new, you 
report only the incidents which you have thus far encountered ? 

Mr. Battry. Yes, sir. 

Mr. Passman. Mr. Rhodes? 

Mr. Ruopes. Mr. Campbell, in looking over the MAAG’s around the 
world, do you get the impression that there is not enough time and 
effort being spent on accounting for property and knowing what prop- 
erty ison hand and available and ready for operation ? 

Mr. Batmry. I think we could say that this is noted frequently, Mr. 
Rhodes. 


MAAG CILIEFS 


Mr. Ruopes. Have you also gotten the impression that too many 
times the chief of the MAAG has no personal knowledge as to the 
status of requisitions of the three components of the MAAG—Air 
Force, Army and Navy—but whenever he wants anything with re- 
spect to property status, financial status, appropri: itions and so on and 
so forth, too often he has to turn to the chief of the service without 
anyone directly under him knowing the exact situation involving the 
overall MAAG? 

Mr. Batney. W ell, I think he generally woes to the chief of the 
particular service in his group. I do not know whether it would 
be possible for the MAAG chief to keep in complete touch with all 
of the aspects of the program. 

Mr. Rrropes. The pomt ts that he does not ha 
under him at all as far as I can tell. 

Mr. Batrry. No: I think he relies on the chief of each service. 

Mr. Ruopes. Frankly, as one individual and, perhaps, this is not 
shared by others, I really saw no reason for a MAAG chief, because 
it looked like we really have three separate MAAG?’s without any 
overall control whatsoever. 

Mr. Barry. Well, I do not know what effect the new arrange- 
ments where the authority and direction of the program is to be 
centralized more and more in the unified commands will have on the 
program, but prior to this time the service branches in the MAAG’s 
have dealt basically with their own services instead of through the 
unified command. This was true, Mr. Rhodes, I think, and your 
observation is well taken. 

Mr. Rnoprs. Do you see any reason why we need a chief of a 
MAAG in any particular country ? 
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Mr. Battery. Well, we have not really approached it from the 
standpoint of whether or not a MAAG chief is needed. I do not 
know that we would be able to comment on that. 

Mr. Ruoprs. Of course, I would think that you might approach it 
from that standpoint or on the basis of whether or not (1) proper 
supervision is being given, and if the answer is “No,” is that super- 
vision necessary in the first place ¢ 

To me, this is not a problem from which you can divorce yourself 
completely, although I recognize the fact you cannot take the whole 
weight of the world on your shoulders, because you have neither the 
time nor personnel to do it. So, I will cert: uinly accept your answer 
as given. 

Have you had occasion to look into the F-104 program in Europe? 

Mr. Battery. No. 

Mr. Ruoprs. The procurement program ¢ 

Mr. GurmMann. No,sir; we have not gone into that. 


CONTRIBUTION TOWARD PRODUCTION OF AIRCRAFT 


Mr. Rnopes. I notice on page 10 you mention: 


We have recently learned of the cost-sharing plan under which the military 
assistance program will contribute — million toward the production of about 
200 additional aircraft of a newer, more advanced design by a contractor in this 
country. 


Mr. Battry. Yes, sir. 
Mr. Rnopes. First, what country are you talking about ? 





Mr. Battery. This is in ————. This is the Far East and these are 
F-104’s. 
Mr. Ruopes. And the program is the ———— program? 


Mr. Battey. Yes, sir. 

Mr. Ruoprs. Are you: aware that there is a similar program in 
Europe ? 

Mr. Battery. We were not aware of it ; no, sir. 


RESPONSIBILITY FOR REVIEW OF MILITARY BUDGET SUPPORT 


Mr. Ruopes. Are you satisfied, since the matter set forth on page 
10 concerning review of the expenc ditures of funds we provided to sup- 
port military budgets has apparently now been resolved so that the 
Department of Defense assumes responsibility, that the defects men- 
tioned in this program are now being taken care of ? 

Mr. Battery. No, sir. We have some reservations on this score be- 
cause of the nature of the instructions issued. It appears that largely 
the MAAG’s will be reviewing the budgets and the planning docu- 
ments instead of determining that the funds are used in accordance 
With those purposes for which the funds are released. 

Mr. Riroprs. You mean used by- 

Mr. Bartry. The countries. 

Mr. Ruopres. And you mean determined by inspection and audit 
and soon and so forth ? 

Mr. Battry. Yes, sir; to the extent that they can, recognizing the 
problems involved in trying to audit another nation’s expenditures. 
We felt there could be some progress made in vetting reports, docu 

53909—60—pt. 2 64 
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ments, or information that would be suitable to some type of evaluation 
and which would indicate that these funds are being used for the 
purposes for which they were allocated. 

Mr. Ruopes. It isa very difficult problem. 

Mr. Battery. Yes, sir. 


RECIPIENT COUNTRIES NOT MAKING MAXIMUM DEFENSE CONTRIBUTION 


Mr. Ruopes. You state that maximum contributions toward their 
defense are not being made by some recipient countries. The language 
used on pages 11 and 12 is language of a very general nature. 


I wonder if you have any way of elaborating on this particular 
point ? 

Mr. Battery. These are based on reports prepared by military and 
State Department personnel in the particular countries that are 
involved. These are not our determinations. 

Mr. Ruopes. In other words, the information you have here, you 
got from someone else / 

Mr. Baitry. Yes, sir; that is why we say “agency reports.” 


MANUFACTURER LICENSE 


Mr. Ruopes. With reference to this F-86K contract, according to 
which we paid someone $750,000 for the privilege of licensing the 
manufacturer of the F-86K, where is the manufacturing being under- 
taken / 

Mr. Battery. In Italy. 

Mr. Ruopes. Is it now underway ? 

Mr. Battry. No, sir; I think it is complete now. The contract was 
with the Fiat Co. in Milan,a private contractor. 

Mr. Ruopes. And we paid North American $750,000 for the license / 

Mr. Battery. The contractor paid North American this amount. 

Mr. Ruopes. All the airplanes were bought with our money. 

Mr. Battry. The Italians contributed some money to the program, 
but most was contributed by the United States. 


BASIS ON WHUICIL EQUIPMENT FURNISHED 


Mr. Ruopes. In your statement there was mention of the fact some 
recoilless weapons were only fired two or three rounds during a year. 

Mr. Campseitt. That appears on page 9. 

Mr. Rnopes. I think that we have to realize in preparing an army 
for eventualities you will have certain weapons stockpiled for future 
use, some of which may never be fired. Are you taking that into con- 
sideration when you make this statement here, or are you making it 
only about equipment sent into a country for training purposes ? 

Mr. Bamery. The Department of Defense’s programing guidance 
provides that the material will not ordinarily be furnished for stock- 
piling purposes. It is furnished with the idea that the country will 
utilize the material, except for certain reserves, such as ammunition. 

Mr. Ruopes. Of course, as you point out on page 16 regarding these 
tanks, this is an instance where material was furnished for fully 
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equipping a unit which was in existence only on paper. Is it possible 
the recoilless rifles were issued to the country on the same basis, for 
equipping units that were not in existence at the time? 

Mr. Gurmann. The units had been authorized and were in being. 

Mr. Ruopes. The implication is that somebody was pretty lazy with 
regard to target practice; otherwise the weapons presumably ‘would 
have been fired more often. Is that the point that you are trying to 
make here? 

Mr. Gurmann. No, sir. By “in being,” I mean they were author- 
ized and had an organization. They h: id their battalion commanders 
and so on. But they were not fully staffed. They were not up to 
full personnel strength. 


ACTUAL EXISTENCE OF UNITS 


Mr. Ruopes. These tank outfits were not up to full strength either. 
If you can condone this sort of thing, could you not condone it for 
the tanks? 

Mr. Gurmann. I think that is right, if you could condone it for 
either one. 

Mr. Ruopes. I am not saying that Ido. Iam asking you whether 
you do or not ? 

Mr. Gurmann. We do not, sir. 

Mr. Barter. We reported this on the basis of the Department of 
Defense’s policy on this matter which states that equipment will not 
be furnished unless the country is capable of using it, and ordinarily 
equipment will not be programed to be placed in stockpiles, or held in 
reserves. 

Mr. Ruopes. I do not think that you said anywhere, concerning the 
tanks, that the country was not capable of using them. Is that the 
situation ¢ 

Mr. Baitey. The fact that they do not have enough men in the 
battalions to use them—— 

Mr. Ruoprs. The point that I am trying to get at is this: Do you 
find any indication that anybody has set up paper units, and have 
assigned a few people to each unit, for the purpose of justifying 
additional issues of equipment which they would not otherwise be 
able to get ¢ 

Mr. Battry. I do not think we could say that it was set up for that 
purpose. 

Mr. Ruopes. Would you go so far as to say some units which have 
been activated on paper only have had the effect of jus stifying, on 
paper at least, issues which otherwise could not have been justified 2 

Mr. Battery. Some of them certainly are not fully staffed. They 
are only cadre units. , , 

Mr. Rnopes. I think that you are going to have to go further than 
that if this is to be valid criticism. If you set up a unit, or if you in- 
tend to set it up, the equipment is a problem. If you have a good 
intention of assigning trained people to the unit, it is not too st: artling, 
or horrifying to y have some equipment on hand first. Did you go far 
enough in this tank situation and in the recoilless rifle situation to 
determine whether or not people were being trained to operate that 
type of equipment ? 
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Mr. Baitry. We are advised at the present time practically the same 
situation exists with respect to these particular tanks. 


EUROPEAN RESERVE UNITS 


Mr. Forp. In some of the European countries they have very effec- 
tive reserve units that are expected to be mobilized and usable far 
more quickly than our own Reserve forces. I cannot remember the 
specific countries, but they do rely on their reserve units being ready 
for action much more quickly than ours. Is it possible that would be 
the case in some of these instances, or not? If they are depending 
upon reserve units to come in and take over this equipment very 
quickly, it would be understandable they were not fully manned and 
fully organized at the time your investigators were there. 

Mr. Bartey. That is possible, I would assume. 

Mr. Forn. I think it is something that ought to be looked into. If 
there are reserve units that are expected to move in and take over 
this equipment on a 24-hour or a 72-hour basis, it is a somewhat 
different situation. 

Mr. Battery. This brings up a basic problem we feel is involved in 
this program, and that is the lack of standards to determine whether 
there is effective utilization, or whether there is not effective utiliza- 
tion. We have brought that out in a number of our reports, that 
standards should be set so it could be determined by the MAAG’s and 
others in the program what constitutes an acceptable standard of 
utilization. At present, we have no standards. 

Mr. Forp. I think that is good, but I think that it would be helpful 
to see whether this reserve unit utilization is a valid or invalid point. 
I do not know. 


DISPOSITION OF EXCESS AIRCRAFT 


Mr. Ruopers. Getting back to the aircraft situation in — we had 
testimony this morning indicating that many more F-86 aircraft had 
been declared excess and turned over to the MAP in ——— than they 


could use. Now, what is the situation with regard to this country! 
Are they going to continue with this rather large excess of F—86’s on 
top of the 104’s, or do you have any inkling of what they intend to do! 

Mr. Barney. We do know that the MAAG’s have arranged to re- 
claim some of the excess in the country. As we indicated this morn- 
ing this will not take care of all of the excess. The new aircraft 
undoubtedly will re pla ice some of the F-86’s that they now have on 
hand 7 he pilot training proble m is one that the De fense offic) y als tell 
us will require some time to correct before there will be enough pilots 
for the aircraft that are now in the country. 

Mr. Passman. I think this will shed some light on the matter under 
discussion. On page 18 of your statement, you say : 

Our review disclosed overprograming and excessive requisition of material 
resulting from (1) duplication of requirements, (2) failure to properly consider 
stocks on hand, (3) erroneous stock records, (4) overstatements of dues out to 
customers, and (5) inaccurate supply data for rebuild activities. 

Then, on page 4 of your statement, you gave an example 

For example, in one country the MAAG was aware that consideration was 
being given to deactivation of certain country forces as early as 1957. However, 
MAP-supported force goals in that country were not adjusted until January 
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1959 at which time the program was substantially advanced and over 90 percent 
of the conventional equipment programed had been delivered. In this country 
quantities of equipment, estimated to exceed $100 million, are now excess to the 
needs of the forces currently approved or contemplated for MAP support. 

Would that observation apply also to the two instances of the tanks 
and recoilless rifles ? 

Mr. Battey. Well, I think the four types of deficiencies mentioned 
have had some effect on that. 

Mr. Passman. This was a concrete example you gave, with respect 
tothe $100 million excess. 


PRICE AT WIHIIICH ATRCRAFT TRANSFERRED 


Mr. Ruopres. Now, did you testify this morning as to the price at 
which the Air Force turned over these F-86 aircraft to the MAP 
program 1n -9 

Mr. Baier. We did mention the price at which the Air Force 
turned over some. I would not say for these particular aircraft. 

Mr. Rriopes. Generally, did the price reflect a price which could be 
identified as that which would be charged for rehabilitating excess, or 
would it be a price which would be derived from a formula for off- 
of-the-shelf equipment ? 

Mr. Bairry. It was at the inventory value as I recall our testimony. 

Mr. Ritopes. Inventory value? 

Mr. Baitey. That is right. You are talking about the ones that we 
mentioned this morning as I understand your question ? 

Mr. Riroprs. The ones you mentioned as being in excess of their 
present needs and in excess of their needs for at least another year. 

Mr. Barry. It does not state the basis on which they were priced. 
It simply states that the planes were programed for military as- 
sistance on a reimbursable basis at more than $100 million and were 
undelivered and were excess to Air Force’s requirements. This is the 
portion that we read this morning into the record. 

Mr. Ruopes. To what do you refer when you say “reimbursable” 
Do you mean reimbursable by the Government of -or the AP 
program to the military ? 

Mr. Baury. By the MAP program to the military department. 

Mr. Ruopes. So this is Uncle Sam’s mone y going from one pocket 
to the other? 

Mr. Battery. Yes. 

Mr. Ruoprs. However, I think we should determine the price at 
which these airplanes are transferred. 

Mr. Bartry. We can get that and supply it for the record. 

Mr. Passman. Without objection, it shall be inserted in the record 
at this point. 

Mr. Ruopes. This is a very expensive item here and I think that it 
would be a good idea to have it. 

(The requested information follows :) 

The price of the aircraft cited in our “Report to the Congress on Review of 
the Pricing of Materiel Delivered to the Military Assistance Program by the 
Military Departments” dated February 29, 1960, was about $228,000 each and 
was derived by applying a formula for off-the-shelf equipment, rather than being 
only charges for rehabilitating excess equipment. With respect to the F-S6F 
aircraft that were delivered to the specific country under discussion, the unit 
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price to the military assistance program averaged about $202,000. The T-—55 air- 
craft were priced at $120,000 each. We found that none of these aircraft were 
delivered from excess stocks. 


EXCESSIVE STOCK OF TIRES AND TUBES 


Mr. Passman. We wish that you would also insert in the record a 
brief explanation as to how you detected the $55 million of tires and 
tubes that were apparently excess to the military and shipped to Japan 
and charged to the military program. We recognize that you are only 
making spot checks. If you can find such conditions with spot chee ks, 
it seems that would certainly warrant a complete investigation. If 
you have uncovered as much as you have merely by spot checks, I dare 

say that if you could make a complete audit it would reveal some 
very alarming conditions. 

(The requested information follows :) 

We prepared a listing of the major outstanding requisitions for material. 
Included in the list was the requisition for tires valued at $55 million. We re- 
viewed the requirements for these tires from the standpoint of prior usage 
experience and storage capacity, and found the requisition to be excessive. This 
and other instances of overstated requisitions are included in our unclassified 
“Report to the Congress on Review of Supply Activities for the Military Assist- 
ance Program, U.S. Army Logistical Depot, Japan.” 

Mr. Contr. T want to compliment Mr. Campbell on his fine report 
and his constructive criticism of the program. Ile does not use a 
shotgun approach as many people who criticize the program do. 


REPLY TO FINDINGS BY DEPARTMENT OF DEFENSE 


Now, Mr. Bailey, did the Defense Department answer in regards 
tothe M 17 tanks? 

Mr. Battry. The 255? 

Mr. Contr. Yes. 

Mr. Baimtry. This ts their reply in the appendix to our report. 

Mr. Contre. Will vou read that for the record ? 

Mr. Battry. This is the reply made by the European Command: 

Do not concur in GAO recommendation. The M-47 tanks were intended 
for modernization requirements to replace M-26 tanks as well as the M~4 
tanks. 

Mr. Contre. Tlow about the overprograming of the airplanes in 

did the Department ever answer that ? 
Mr. Batnrey. This is their comment on that item: 


It is true that budget limitations imposed on the - forces have been 
responsible for the nonutilization and consequent storage of aireraft. Steps 


have been taken by the MAAG to increase the training programs to bring the 
number of trained pilots in line with the available aircraft. The projected avail- 
ability of qualified pilots is as follows: 

They then list the number of pilots they expect to have available on 
January 1, 1959, in 1960, 1961, and 1962. Do you want the figures put 
into the record 2 

Mr. Contr. Let us put it this way—by 1962 do they expect to have 
pilots? 

Mr. Bartry. They expect to have qualified pilots in 1962 

Mr. Conve. And that isa jump from what ? 
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Mr. Battery. 270 in 1959. They say: 

In addition, the excess of F—86 aircraft will be reduced by the redistribu- 
tion of these aircraft to met other MAP requirements in the Far East. 

Mr. Conte. And they are going to try to redistribute these 4 

Mr. Bartey. They are going to try toredistr ibute them. 

Mr. Conve. Did you say this morning, Mr. Bailey, you would try to 
vet information for the record with regard to how many of these 
planes came from some other southeast Asian country, or is that 
available ? 

Mr. Gurmann. It is unlikely to be readily available. 

Mr. Contre. Mr. Bailey, did the Defense Department answer in 
regard to — and their 16 aircraft in storage ? 

Mr. Battery. They replied as follows: 

Withdrawal of the 1€ aircraft from the operational squadrons was accom- 
plished against the recommendation of the MAAG Air Force section. The air- 
craft were placed in a pool at the depot to provide a cushion of spare 
aircraft available to those operational squadrons which might fall short of 
their aircraft-in-commission goals. The Chief of the Air Force section will 
endeavor to return the aircraft to the operational squadrons. 

Mr. Conte. How about the Department of Defense’s answer with 
regard to the program of the 71 trucks 1 n Turkey in excess of the 
country’s requirements ? 

Mr. Battry. I am not sure that we have that answer with us. We 
do not have that. We can supply that if you would like to have it. 

Mr. Contre. That would be fine. 

(The requested information follows :) 

With respect to this matter the Department of Defense stated, in part, that 
“Discrepancies noted were due to administrative error. Action has been taken 
to amend approved programs and to preclude similar errors in the future. 

Mr. Conrr. On page 17 in the second paragraph you say: 

For example, a special audit report for the Department of the Navy cites 
a case where equipment valued at about $1.6 million was on hand and excess 
incertain southeast Asian countries. 

Did the Navy mention what countries those were ? 

Mr. Bary. Yes. The excesses were in Japan, Korea, Taiwan, and 
Thailand. 

Mr. Conver. And this came fromthe Navy report ? 

Mr. Barney. Yes. The materiel was required in the Philippine 
Islands. 

Mr. Passwan. Thank you, gentlemen, very much. 

Mr. Campsens. I would like to know whether you would wish Mr. 
Bailey ~ Mr. Gutmann,and Mr. Harrison to stay. 

Mr. Passman. Just a moment. I did not get the gentleman’s state- 
ment.and Tam sure he did not intend it to be directed at the chairman, 
the criticism of the shotgun approach of reducing this bill. I have 
been on this subcommittee for 8 years. It has been, my honor and 
privilege to be the chairman of this subcommittee for 6 vears. Cer- 
te nly I do fight, and fight hard, to try to keep it under some manner 
of control, but T cert: ainly hope that the gentleman has not interpreted 
my continued effort to point out the many weaknesses of this program 
as being a shotgun approach of making a reduction. T wanted to 
make sure that the implication on the part of the gentleman from 
Massachusetts was not intended for me. 
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Mr. Contr. I said a shotgun approach criticism of the program, not 
a cutting of the program. 

Mr. Passman. That would equally apply to me, because I have been 
a consistent critic of the program. I want the record to show that 
I have a thick skin, and I shall continue criticizing the program as 
forcefully as I can. If we had just about 500 more auditors such 
as those who : are before the committee tod: ay I believe we could fin: lly 
wind up with some sense in the program. I thought I should indicate 
for the record, just in case the remark was intended for me, that I am 
a consistent critic of the program, and shall continue to be, in order 
to help get a better program. 

Unless there is some reason why you want these gentlemen to remain 
they might as well return to their work, and we shall bring in the other 
group. 

Before they come in there are one or two matters which I would like 
to discuss with the committee. 

( Diseussion off the record. ) 

Mr. Campren.. Mr. Chairman, Mr. George H. Staples, who is an 
Associate Director in our Civil Accounting and Auditing Division, 
is here today to answer any questions the committee may have in re- 
gard toICA,. 

Mr. Staples, of course, is a man of long experience in public account- 
ing and in Government. In addition to his supervision of our ICA 
work, he also handles our activity in the Bureau of Public Roads, the 
Coast and Geodetic Survey, the Federal Maritime Board, and the 
Weather Bureau. He has a rather big assignment, but he does give a 
large part of his time, I would say, to ICA. 

Mr. Passman. Thank you. 

We have made this statement in prior years, but maybe it should be 
repeated today. It is the consensus of some that a major trouble with 

the program has been too much money, and not too little. Some of 
us believe that observation would apply particularly in the technical 
aid field. 

Do you, or do you not, concur with those who believe that might be 
true ? 

Mr. Sraries. Are you addressing me, Mr. Chairman ? 

Mr. Passman. Yes. 

Mr. Srarues. I do not think I would make a generalization for all 
countries. 

Mr. Passman. We are speaking of the technical aid program as a 
whole. 

Mr. Srartes. I imagine, taken as whole, I would be inclined to say 
“Yes.” 


REVIEW OF OREGON STATE COLLEGE CONTRACT 


Mr. Passman. Have you had_an opportunity to review the Ore- 
gon State College contract with Kasetsart University ? 

Mr. Srarrtes. That is being done now. We have a team in Iran. 
They have just finished in Thailand and while there they specifically 
examined this contract. We have only fragmentary information on 
it at this point. They will be back from Iran later this month. 

Mr. Passman. I might say that Mr. Gary was out in Thailand last 
vear, and IT assume that led to subsequent information coming to him 
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with respect to this contract. You do not have sufficient information 
at this time to discuss it ? 

Mr. Sraries. I donot have very much information on it. 

Mr. PassmMan. I would prefer to yield to Mr. Gary, and for him to 
handle this, because it seems that he was the one who originally 
brought the matter up. 

Mr. Gary. Mr. Chairman, if they do not have the information I do 
not see how we can pursue it at this time. 

Mr. Passman. He said they have fragmentary information. 

Mr. Srapies. Yes; we have fragmentary information on it. It 
is not absolute or conclusive. 

Mr. Gary. We will be glad to have any information you have. 

Mr. Srapues. I have a letter from the head of our team who has 
written down a few items. 

Mr. Passman. Would there be any reason you should skip any? 

Mr. Srarues. The entire letter does not deal with the university. I 
was picking out the things that applied to the university. 

He mentions a failure to make an adequate study of the need of 
Kasetsart prior to awarding the contract. 

Mr. Passman. Is that the new contract ¢ 

Mr. Srapies. No; that is the original contract. 

He says Kasetsart contract deficiencies were not corrected promptly 
after they had been determined, and that the responsibility for mis- 
sion administration of the Kasetsart project has been misplaced. 

And he says: 

In general the mission director agreed with our points on the Kasetsart project 
but the Oregon State College representative has taken strong objection to any 
conclusion that the project has accomplished little to date. 

That isas much as he has on it. 

Mr. Passman. What is the date of that letter ? 

Mr. Srapies. April 10. 

Mr. Passman. What year? 

Mr. Sraptes. This year, this past month. They were just coming 
to the close of their work at Bangkok at that time and they have 
moved on to Iran. They have all the papers and documents with 
them. 

Mr. Passman. Do you have any idea when you will get that report / 

Mr. Sraptes. I am hopeful we will get that report around the fall. 

Mr. Passman. The fall? 

Mr. Srapies. Yes. 

Mr. Campset.. When will they be back ? 

Mr. Srartes. The end of May. 

Mr. Passman. That will not help us much this year; will it? 

Mr. Srapies. No. TI would say at the end of May they probably 
would have all the information. There may be some points they will 
want to coordinate with ICA here in order to get the full story on 
It. We sometimes find that what we find here does not agree with the 
mission, and we try to coordinate it. 

Mr. Camppern. I suggest as soon as our people return we will 
promptly take this particular matter under consideration and perhaps 
we can get the information to you sooner. 

Mr. Passman. Would it be possible, as there has been considerable 
discussion and controversy and voluminous reports which did not 
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look very favorable—under those circumstances, could you get a dis- 
patch out and ask for a report to be sent directly to you as quickly as 
possible ¢ 

Mr. Camrpett. We could do that: yes. 

Mr. Srapies. On the Oregon State College contract / 

Mr. Passman. Yes, because it could very well be the committee 
would like to have placed in the bill something dealing with any con- 
tract of this nature. So without objection from any member of the 
committee, if you will get us that information we shall appreciate 
it: then perhaps we could consider it before the final writing of the 
bill and our re port. 

Mr. Gary. Mr. Comptroller General, may I say that this contract 
was to have expired on April 147 It was renewed until June 30, Now 
there is under consideration—frankly, IT think there have been com- 
mitments, I do not know if they are binding commitments, but it has 
been pretty well determined, as T understand it, to continue the con- 
tract until either the Ist of September or the Ist of October, but the 
ICA has a team out there studying the contract to determine whether 
it shall be renewed for a longer term. and I think it would be very 
helpful to the committee and also to ICA if your report is completed 
so that it can be compare: | with the other report that will be submitted. 

As I understand it, the team that is there are not accountants. It 
is a team of educators and they will look primarily into the educa- 
tional value of the program and appraise it from the standpoint of 
whether it is worthwhile as an educational progn im: but when they 
are determining the question of extension they ought to have your 
report at the same time so that it can also be considered. 

Several members of our committee have information to the effect 
that the program has not accomplished to date what should be ex- 
pected of it; that it is not an efficient program and that the contract 
ought not to be renewed. Of course it is not our responsibility to 
renew the contract, but we have discussed it with the ICA and we 
have been informed that they sent this other team out and I per- 
sonally would like for them to get as much information as they can 
get before acting on renewal of the contract. 

Mr. Camprei.. We will be in touch with our people promptly. 

Mr. Passman. Any questions on that contract # 

Are there any other questions on the ICA part of the bill? 


JOHNS HOPKINS CONTRACT 


Mr. Camepsnett. Mr. Chairman, I think this morning we discussed 
the Johns Hopkins contract. 

Mr. Passman. Yes. 

Mr. Gary. Have you looked into that at all? 

Mr. Starters. We made what you might call a preliminary look-see 
into that contract. We did not make a full-scale investigation of it. 
We are quite apprehensive about it because it seems to be a pretty 
expensive thing, but one of the things that is troubling us about 
making some evaluation is that we have some difficulty in evaluating 
the curriculum, the course of study. We do not know whether or not 
we are competent to make an ev: aluation of the course of study and 
its necessity to the agency or to the people. 
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Mr. Taser. Did you look at a list of the instructors and lecturers ¢ 
Mr. Sraries. Yes, we did, sir. I do not have that with me now. 
Mr. Taser. With their background ¢ 

Mr. Sraries. We asked for that, yes. 

Mr. Taser. I would expect that would give you a pretty good slant 
on their competency for that particular job. 

Mr. Srarnes. It was not their competency that we were concerned 
about. It is the makeup of the course itself, whether those particular 
subjects are the kind of subjects that should be as expensive in the 
way of tuition as they are. 

Mr. Gary. One subject they are teaching is social mobility. Did 
you find out if that involves driving an automobile or dancing or 
volling or some other activity / 

Mr. Srapces. No, I did not get into that, Mr. Gary. 

Mr. Gary. I would like to know what social mobility is. 

Mr. Passman. If this would help, there are 166 different subjects, 
end they were worked out by ICA. Some of the instructors on the 
list submitted to us—it is not firm—indicated that several members 
from ICA would instruct, and the staff director of the Foreign Re- 
lations Committee of the Senate, but he immediately denied he was 
ever invited and does not know how his name got on the list. 

Mr. Srartes We still have not made a full-scale investigation. 
We wanted to take a quick look so we would have some familiarity 
with it, and we found the Post Office and Civil Service Committee 
of the House had made what would appear to be an extensive exami- 
nation of it, and as far as I hear they had the same difficulty we 
had in evaluating what the courses are and whether they should cost 
as much as they are costing. We are still struggling with it. 


AMERICAN INSTITUTE FOR RESEARCH TRAINING CONTRACT 


Mr. Passman. There is one other matter about which I have re- 
ceived a letter, and we might as well discuss it briefly at this time. 
Maybe you have checked into it. 

This isa copy of the first intermediate report of the Subcommittee 
on Manpower Utilization of the House C ommittee on Post Office and 
Civil Service. On page 5 of that report, under the heading “Summary 
of American Institute for Research Training Contract,” it is stated: 


As a result of criticism of the administration of the mutual assistance pro- 
gram and of the assistance furnished various countries, the Assistant Secretary 
of Defense (ISA), decided in October 1957 that a school should be opened to 
better orient military personnel in the duties involved in assignments to military 
assistance and advisory groups. 

The Army, Navy, and Air Force were unwilling to establish and operate the 
school, although thousands of military personnel, now assigned to other duty, 
had gained valuable experience on tours of military assistance duty. 

The Department of Defense employed a retired Army brigadier general as a 
$90-a-day consultant to plan and organize the school. The general continued 
also to receive his $6,000 annual retired pay. 

The general solicited bids, negotiated with the four bidders, and submitted 
certain proposals (see p. 9, pt. IV of this report). Two cost-plus contracts 
Were awarded to the American Institute for Research, which he had recom- 
lended—one for setting up and one for operating the school. Estimated cost 
of the first contract was $297,800, with a maximum of $327,580. The con- 
tractor was paid $274,187 under this contract, including a $16,000 fee and 
S24,884 for overhead. The second contract, ending June 30, 1959, is for $335,115, 
Including a $17,726 fee, and may be renewed four times. 
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The retired brigadier general-consultant became the full-time salaried director 
of the school. The school staff consits of 13 retired military officers and 1 other 
professional member, and 20 clerical members. Each retired officer draws both 
military retired pay and a salary from the contractor, all at direct Government 
expense, the total averaging approximately $17,000 per officer. 

The school is located in the Arlington Towers Apartments, near the Pentagon, 
in plush quarters for which the Government expended $90,000 to renovate. 

Mr. Campsetit. We are working on that, Mr. Chairman. 

Mr. Passman. I brought it up only because members of this com- 
mittee, some of us, have had an opportunity to interview some of the 
MAAG officers in the field, and the interviews indicated that if they 
are graduates of this school something, somewhere, is deficient. I 
would not want to use names, because I do not want to embarrass 
these people; but the limited knowledge they had of their respon- 
sibilities was astonishing to us, 

Are you looking into this? 

Mr. Campsetu. Yes. 

Mr. Passman. You do not have a report ready at this time? 

Mr. Camppe.yi. No, we will try to get it as promptly as possible. 

Mr. Passman. Any other questions / 

If not, we appreciate very much your being here, Mr. Comptroller 
General. We certainly appreciate the information you have given 
m: 

I do want, however, to ask this final question: Do you know of any 
plans at any level to make available sufficient personnel for you to make 
a complete audit of this program, or will you have to continue to be 
limited to spotchecks, as you have been in the past ? 

Mr. CampreLL. Mr. Chairman, we are increasing our activity; we 
will have sent up this year 810 reports to Congress as against about 
550 reports 5 years ago. IT assume next vear we will send up over 1,000 
reports. We are building slowly. One of the difficulties is getting 
proper qualified staff. The adverse publicity frequently directed at 
my office, does discourage some fine young men from coming into this 
work. It takes a lot of courage for these young men to face up to 
their responsibilities for impartial surveillance. 

Mr. Passman. I read your reports with relation to the mutual 
security program, and many of the others. They are becoming more 
alarming every year as they apply to this program. 

Best: wishes to you, and thank you for coming. 

Mr. Camrsetyt. Thank you. 
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Wepnespay, May 11, 1960. 
REVIEW OF MILITARY ASSISTANCE PROGRAM 
WITNESSES 


JOHN N. IRWIN II, ASSISTANT SECRETARY OF DEFENSE, INTER- 
NATIONAL SECURITY AFFAIRS 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The committee will come to order. 

Gentlemen, we have with us the Honorable John N. Irwin II, 
Assistant Secretary of Defense, ISA. 

Mr. Secretary, we are pleased to have you appear before the com- 
mittee. You are making a great sacrifice to serve your country. 
Knowing that you will accompany our President to the summit, and 
that you will be departing Washington before we reach the part of 
the bill in which you have a special interest, we thought we should 
extend to you an invitation to appear before the committee at this 
time, and also to get acquainted with the members. Then, at some 
subsequent date, if it is your desire to appear before the committee 
again and make another statement, we want you to know you will 
be welcomed. 

Mr. Irwin. Thank you very much, Mr. Chairman. I appreciate 
particularly your courtesy in letting me come in at this time. 

Mr. Passman. It isa privilege, sir. 

Mr. Irwin. I know the very tough schedule that you have and I 
appreciate greatly the opportunity to come and meet the committee 
and give you my respects. 

I would like to say that having been here in Washington for 3 years, 
I find that those of us who come into the Government from private 
life take away, I think, from the Government far more than we ever 
bring to it. 

Mr. Passman. I do not know whether I would agree to that in your 
case or not, but we shall accept that, and we think you are very mod- 
est. Off the record. 

(Diseussion off the record.) 

Mr. Passman. We shall be pleased to hear from you at this time. 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF DEFENSE FOR 
INTERNATIONAL Securiry AFFAIRS 


Mr. Irwin. Mr. Chairman, gentlemen, before beginning my formal 
statement, I wish to mention Gen. Williston B. Palmer, U.S. Army, 
whom the President recently appointed as Director of Military Assist- 
ance. Wein Defense are very gratified to have a soldier of such stat- 
ure and such broad experience take over the direction of the program. 
Tam happy that he will be handling our testimony before this com- 
mittee and hope that you will come to know him well. 

The military assistance program is one of a number of responsibili- 
ties which come under my cognizance on behalf of the Secretary of 
Defense. General Palmer is specifically charged with authority and 
responsibility for the operation of the military assistance program. 
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As you know, Mr. Charles Shuff is now in Paris as Defense Adviser 
to our Ambassador to NATO and as the Defense representative in 
the North Atlantic and Mediterranean areas. In this capacity, Mr. 
Shulf is able to continue to apply to the benefit of the program his 
extensive knowledge and background on military assistance matters, 


WORLDWIDE SECURITY OBJECTIVES 


You have heard testimony this year by Secretary Herter who has 
presented the overall scope of the mutu: al see urity program and 
scribed the dimensions of the Soviet threat which make mutual s 
curity the essential famework for our own national security. 

The Joint Chiefs of Staff have recently unanimously reaffirmed 
that they would not want $1 added to our own Defense budget if 
that dollar had to come out of the military assistance program. This 
is because military assistance adds a vital Weapons system to the mili- 
tary posture of the United States. This may be a novel w: iy to think 
of military assistance, but it is a description which fits the facts. We 
are investing billions of dollars in the Strategic Air Command, the 
fleet ballistic missile system, the Army’s Strac, each of which is a group 
of weapons systems designed for speedy application of force to 
troubled areas in the world. With the military assist: ince funds ap- 
propr lated by Congress we are also creating a “ system,” a system of 
manpower and weapons with the dual « ‘apability of adding to our 
deterrence of general war and enhancing our ability to meet the chal- 
lenge of limited wars and Communist subversion. And we are doing 
so at far less expense than an equivalent increment in our own forces 
would cost. 

In fact, as a practical matter, no amount of money spent on our 
forces could assure the United States of faithful allies overseas. With- 
out our assistance many would have fallen to communism long ago, 
whereas we now have in many critical areas trained, well-equipped 
allied forces, familiar with the terrain, acclimated to local conditions, 
and deployed for immediate resistance to local aggression. 

I would like to stress my own conviction that the decade of the 
1960's will be one of great challenge for the United States. We are 
confronted by ever-increasing Sino-Soviet military power: and we 
are simult: neously faced with what has been called the revolution of 
rising expectations on the part of millions of people i in the less de- 
veloped and newly independent nations of the aut These are 
expectations which the Sino-Soviet bloc can be counted upon to exploit 
to the fullest. 

The leaders of the Sino-Soviet. bloc believe time to be on their side. 
We also seem to shape our actions as if time were on our side—if only 
to the extent of permitting a favorable evolution in the nature of the 
Soviet Union. However, time is at the command of him who makes 
the best use of it. The part of wisdom and the course of safety is to 
meet the issues which confront us with a sense of urgency and witha 
clear purpose. 

The basic criterion for the program which I am supporting today 
is the congressional statement in the Mutual Security Act of 1954 that 
the purpose of chapter 1 is “to authorize measures in the common 
defense, including the furnishing of military assistance to friendly 
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nitions and international organizations in order to promote the foreign 
policy, security, and general welfare of the United States.” The 
act also states that, under the direction of the President, the Secretary 
of State is responsible for “determining whether there shall be a mili- 
tary assistance program for a country and the value thereof.” The 
prog ram as established in each country represents a mixture of mili- 

tary, political, and economic factors. In some instances the military 
factor is more apparent, in others the political. 


PROGRAM MANAGEMENT 


In testifying before this committee, I am aware of its long-standing 
interest In and concern for efficiency of management. Accordingly, it 
is hoth a challenge and a pleasure to re port to you on our progress in 

inroving the effectiveness of thos se oper: tions. 

“er predecessor worked hard at improving the management of the 
provram, and we are continuing to do so. Last summer, the Presi- 
lent’s Committee To Study the U.S. Military Assistance Program, 
more informally known as the Draper Committee, submitted detailed 
findings and recommendations which have been the subject of concen- 
trated study and work by the Department of Defense. We have made 

major effort to incorporate the Committee’s recommendations into 
our current program operations and future planning. 

As we strive continually to improve our efficiency, we, of course, 
recognize that we make mistakes and that much remains to be over- 
come. Tfowever, we are encouraged by the progress already made. 
Decentrs alization of a considerable portion of the programing fune- 
tion is bringing to this process the full benefit of the knowledge and 
experience of our unified commanders and other field personnel who 
are closest to the problems. We are benefiting from the improved 
training of graduates of the Military Assistance Institute. There 
is'steady progress in improved utilization of MAP equipment as the 
result of our training of allied personnel in proper use and 
maimtenance, 

BALANCE OF PAYMENTS 


Before speaking of the 1961 program, I wish to comment on the 
impact of the military assistance program on our balance of pay- 
ments. This problem has received much attention recently in the 
administration as well as by the public, and I can assure you that 
the Department of Defense is concerned about it. Unfortunately, 
the newspapers have at times given the impression that a significant 
portion of our gold loss is attributable to the expenditure of milit: ary 
assistance funds overseas. This is not so. In fiscal year 1959 total 
military assistance expenditures were about $2,370 million, of which 
almost 90 percent was spent in the United States and thus had no 
effect on the balance of payments. The percentage for fiscal vear 
1960 will be approximately the same. As a matter of fact, during 
the past 3 fiseal years purchases from the United States under the 
mutual shousitee sales program have been enough to offset our military 
assistance expenditures which were made abroad. 
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ALLIED CONTRIBUTION 


_A related question—the adequacy of our partner's financial par- 
ticipation—stems from the recognition that some of our allies, par- 
tic ‘larly those in Western Europe, have recovered from the effects 

f World War IT and are now able to carry a heavier portion of the 
a world’s defense burden. The answer is that we are currently 
and continuously engaged in negotiations with all such allies to bring 
about a more equitable sharing of the cost of adequate combined 
military strength. Weare pressing these countries to assume greater 
responsibility for their individual and collective defense; and in 
fact they are doing so and there is reason to hope that our efforts 
will prove progressively more successful. 

The annual U.S. military assistance to NATO has dropped from 
$3.2 billion in calendar year 1953 to $1 billion in calendar year 1959, 
Increases in allied expenditures are encouraging but cannot absorb 
the entire cost of the Very expensive advanced weapons which are 
needed. 

Meanwhile, however, the security interests of the United States in 
the defense of Kurope must be protected. NATO forces are an in- 
tegral part of our own total defense. If our NATO partners can- 
not yet or will not yet commit themselves to paying for the neces- 
sary modernization, a serious and urgent problem of U.S. security 
arises. If we have to choose between eliminating all assistance to 
certain countries—and thus denying SACEUR the barest minimum 
of modern equipme nt he needs to meet his region: al defense require- 
ments, i.e, our forward defense line—or, giving some help, while 
striving to have our allies increase their contribution through cost- 
sharing incentives, I believe we would be foolish in the extreme not to 
adopt the latter course. Let me stress an essential point: We are 
looking at NATO as a whole. When General Norstad says he ur- 
gently requires modern fighters or air defense missiles or radars, he 
primarily is concerned with NATO requirements and secondarily 
with which particular country gets what equipment. The important 
thing is that NATO has modern weapon systems deployed to suit 
SACEUR’s operational requirement. When our 1961 program in- 
cludes an all-weather squadron for a given country, we are not so 
much helping that country’s air force as we are trying to give the 
allied commander for all of Europe the tools he needs to defend Europe 
and thereby the United States. 

It, was with the NATO situation especially in mind that the Draper 
Committee recommended the appropriation of an additional $400 
million, over and above the $1.6 billion requested for the fiscal year 
1960 program, primarily for the specific purpose of modernizing 
NATO forces. The executive branch did not ask for such an addi- 
tional appropriation, because of the timing of the legisl: ative cycle. 
The requirements which otherwise would have been covered by a 
supplemental appropriation were in part consolidated with the over- 
all requirements for the fiscal year 1961 program. 


LEVEL OF APPROPRIATIONS 


Now, I would like to take up the very basic question of the mini- 
mum level of military assistance needed to support the global strategy 
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wil foreign policy objectives of the United States. The present 
status of the program has come about as follows: 

1. Since fiscal year 1954, annual deliveries have exceeded annual 
appropriations. On July 1, 1953, the unexpended balance of earlier 
appropriations was $8.5 billion. It is estimated that, by the end of 
iscal year 1960, this unexpended balance will have been reduced to 
about $2 billion. 

’. Annual appropriations for military assistance have averaged 
approximately $1.4 billion during the last 6 fiscal years, including 
fiscal year 1960. 

3. Annual military assistance deliveries for this 6-year period aver- 
age $2.3 billion per year. 

}. In fiseal year 1960 and 1961, we are encountering a drastic de- 
cline of military assistance deliveries to $1.8 billion or less. 

In short, we are now approaching a pay-as-you-go basis. ‘This 
means that annual deliveries will approximately equal annual appro- 
priations. 

I cannot emphasize too strongly that this is not a matter of fiscal 
luanagement or paper transactions but of actual deliveries of equip- 
ent and training urgently required to maintain the defense posture 
of the free world. The capabilities of our allies are directly affected 
by the amount of military assistance we can provide to supplement 
their own efforts. Since maintenance of forces in being must, of 
necessity, take first priority, whatever reduction may occur in total 
military assistance will come out of funds available for force modern- 
ization. 

As I indicated a moment ago, the executive branch did not ask for a 
supplemental appropriation to cover the additional $400 million which 
the Draper Committee recommended for the fiscal 1960 program for 
NATO modernization. Rather it considered this requirement in de- 
veloping the fiseal 1961 program—and compressed both within the $2 
billion figure, so that difficult choices between undesirable alternatives 
had to be made in sealing down the program to permit any imple- 
inentation of the urgent recommendations for advanced weapons in 
the NATO area. 

Everything which has been accomplished in strengthening the 
wefense posture of the free world—and hence our own national secu- 
ritv—depends upon our ability to help our allies maintain the forces 
made possible by previous military assistance and to provide for 
minimum force improvement projects. This will require annual 
ippropriations of at least $2 billion for the next several years. In 
the absence of a corresponding reduction in the Communist threat, no 
lover level of military assistance will support the global strategy of 
the United States, and enable us to maintain and modernize the 
“Weapons system” represented by our allied forces. 
~The specific details of the proposed program for fiscal 1961, and 
the aecomplishments and commitments toward which the requested 
‘2 billion in new obligational authority will be applied is covered in 
(letail in the presentation books. Subsequent testimony will elaborate 
on the detailed program for each country. However, in general terms 
20 million is required to meet such relatively fixed costs as training, 
mutual weapons development, infrastructure, and supply operations; 
“15 million is for force maintenance, that is, provision of spare parts, 
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training ammunition, attrition replacements, and other maintenance 
of allied forces, primarily in the less developed countries. The remain- 
ing $865 million is planned to improve the retaliatory and deterrent 
capability of our NATO partners and other key allies. More than 
half of this amount is for missiles, electronics, and advanced aircraft. 

By way of summary, I emphasize two essential facts. First, we are 
not proposing to increase the current rate of expenditures for military 
assistance. Quite the contrary. Our expenditures for both 1960 and 
1961 will be 8600 million a year less than the average of the previous 
4 years. The reduction in our wiexpended carryover makes it abso- 
lutely essential to obtain new obligating authority at the $2 billion 
level requested here, if we are to avoid a weakening of our position in 
the world amounting to a drastic strategic retreat. 

Second, the military assistance program is an integral part of our 
own defense. The Joint Chiefs make their strategic plans on the as- 
sumption that we can count upon the effective —— contribution made 
possible by our military assistance. As I noted at the beginning of 
this statement, the additional weapons system poovitied by military 
assistance, costs far less than any alternative means of increasing our 
own strength. It isthe marginal increment which makes possible op 
timum use of the allied expenditure in our systems of defense against 
communism. 

One of the major reasons that it is possible to obtain so much return 
is the comparatively low cost of maintaining allied forces. The cour- 
tries making up these allied forces have per capita incomes, with re- 
lated standards of living, that are at a maximum only one-half that 
of the United States and for many countries about one-tenth that of the 
United States. 

Our military assistance, therefore, fills the gap between what our 
allies could do alone and what is needed to create a modern effective 
military machine. By providing this sine qua non, military assistance 
multiplies many times the dividends from our investment. 

Gentlemen, this concludes my pre pared presentation on the military 
assistance program. In future testimony, General Palmer and others 
will supply specific details on all aspects of the program. 

Mr. Passman. Thank you very much, Secretary Irwin. 
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Turespay, May 17, 1960. 
MILITARY ASSISTANCE 
WITNESSES 


DEPARTMENT OF DEFENSE 


GEN. WILLISTON B. PALMER, U.S. ARMY, DIRECTOR OF MILITARY 
ASSISTANCE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS 

BENJAMIN FORMAN, ASSISTANT GENERAL COUNSEL, INTERNA- 
TIONAL AFFAIRS OFFICE OF THE SECRETARY OF DEFENSE 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 

CHAUNCEY O. ROWE, DIRECTOR, OFFICE OF WEAPONS PRODUCTION 
AND SALES, INTERNATIONAL SECURITY AFFAIRS 

COL. VICTOR H. KING, USAF, DEFENSE COORDINATOR OF CON- 
GRESSIONAL PRESENTATION, OFFICE OF THE DIRECTOR OF 
MILITARY ASSISTANCE, ISA 

COL. WILLIAM A. ENEMARK, U.S. ARMY, DIRECTOR OF OFFICE OF 
MANPOWER AND TRAINING, MAP 

LT, COL. R. 0. SYMMES, USAF, COORDINATOR OF OPERATIONS AND 
PROCEDURES, OFFICE OF THE DIRECTOR OF MILITARY ASSIST- 
ANCE, ISA 

RICHARD H. CRAWFORD, DIRECTOR, REPORTS AND ANALYSIS 
DIVISION, ISA 

DEPARTMENT OF STATE 


HON. JOHN O. BELL, DEPUTY COORDINATOR FOR MUTUAL SECURITY 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 

WOODROW W. STOREY, DIRECTOR, FINANCIAL MANAGEMENT DI- 
VISION, OFFICE OF INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 








2322 


Program and 


rogram by activiti 
Grant aid operations 
Reservations for juirements ordered 
military services (69 Stat. 438 
1. Aircraft 


2. Ships. 


from 


3. Tanks, other vehicles, and weapons 


4. Ammunition 

5. Missiles 

6. Electronic equipment 
7. Military public works 
8S. Other 


Subtotal 


Ob) 





reservations 
9. Offshore procurement 
10. Supply operations 
11. Training 
12. Administration. 


quarters and agencies 


tions for requirements other th 


throug 


, 
13. Contributions to international military 


Jinancing 


he 


id- 


14. Contributions to construction of facilities in 


other countries: 
a) Infrastructure 
4h) Military public works 
15. Research and development 
16. Other activities. —. 


Subtotal 


Total grant aid program 


Sales operations: Reservations for requirements ordered | 


from U.S, military services (69 Stat. 438) - 


Total program 
Increase or decrease 


in outstanding reservations for 


requirements ordered from military services (69 Stat. 


438). 


Total obligations 


Financing: 


Comparative transfers to other accounts. 


Balance brought forward: Unobligated and unreserved: 


Grant aid_- edie 
Military ss ales rece ipts. 
Recovery of prior year obligations 


Collections of muiual security milite ary sales___- 
Increase or decrease (—) in outstanding reservations for 
requirements ordered from military services (69 Stat. 


438) 


Balance carried forward: Unobligated and unreserved: 


Grant aid._.-__- 
Military sales receipts_. - 


Appropriation (new obligational authority) 


| $295, 548, 153 | 


103, 062, 736 
—2, 926, 841 
39, 517, 363 
253, 444, 972 
18, 338, 153 

1, 187,000 
210, 419, 935 


918, 591, 471 


93, 210, 323 
177, 100, 495 
8S, 490, 590 
23, 216, 706 


, 620, 283 


89, 960, 560 
47, 455, 613 
45, 519, 316 
13, 706, 462 


586, 280, 348 


, 4, 871, 819 


10, 557, 068 


515, 428, 887 


496, 676, 769 
012, 105, 656 


3, 135, 663 


— 21, 464, 531 


—6, 319, 858. 


- 


27, 839, 75 


— 496, 676, 769 


<a, 


30, 607, 500 
21, 452, 091 


515, 000, 000 


752 | 


1960 estimate 


l 


l, 


— 392, 888, 


1, 


$143, 175, 
38, 154, 
45, 146, 
34, 557, 

160, 408, 


815, 600 


55, 447, 


168, 375 


85, 200, 
25, 000, 


&, 000, 


70, 000, 
19, 349, 
24, 410, 
34, 250, 


490, 033, 


, 305, 633, 


49, 400 





5, 033 


392, 888, 7 


26, 


—30, 607, 
—21, 452, 


— 38. OOO, 


25, 000, 


10, 000 


72, 370, 
3, 109, 
318, 678, 


747, 922, 


300, 000, 


200 
DO 
900 
300 
000 
50 
200 
400 


Ws 
S00 
000 
O00 
O00 
000 
700 


000 
000 


759 


184 


166 


500 
O91 


000 


759 


000 
000 


000 | 


1961 estima 


$363, 000, 
82, 000, 
194, 000, 
62, 000, 
262, 000, 
165, 000, 
10, 000, 
255, 150, 


1, 393, 150, 


71, 000, 
162, 400, 
120, 000, 


25 000 


11,000, 


90, 000, 
59, 000, 
40, 000, 
18, 450, 


596, 850, 
1, 990, 000, 
50, 000, 


2, 040, 000, 


— 243, 150, 


1, 796, 850, 


- 25, 000, 
10, 000, 


40, 000, 


243, 150, 


25, 000, 
10, 000, 


2, 000, 000, 


000 
000 
000 
O00 
000 
000 
000 
O00 


000 


O00 
OOO 
000 


, 000 


000 


OOD 
000 
000 
000 
000 
000 


000 


O00 


000 


000 


000 
000 


O00 


QUU 


000 
000 


000 





(ra 


2323 


Object classification 


1959 actual | 1960 estimate | 1961 estimate 


imate —— ~—_—_-——— _—_———_ —_—_ 


Grant aid operations: 
DEPARTMENT OF DEFENSE 


; | 
Reservations: | 
| 
| 









00, 000 07 Other contractual services __------- Wibaains _.| $31,418,400 | $18, 001, 300 : 
00. 000 08 Supplies and materials____--- Saranac tiga Ging caeu cae | 290,261,371 | 333,688,000 |_...-.-. 
00. 000 OD SINR soo kacnbramcasaanadess siesta nsuwel ee 7 463, 910, 700 
00, 000 Umaisiribite | - 5. <ancescssnee~ Sa Ede a wi eae [acaencenee Sean net ora aad $1, 393, 150, 000 
00, 000 5 ne e 
00. 000 Subtotal__._-- Seki oii savas aennaseeuneenetcs 918, 591, 471 “815 i, 600, 000 1, 393, 1 50, 000 
00, 000 ‘ 
a car Obligations: | 
: lotal number of permanent positions ee 6, 341 | 4, 845 4,718 
50. 000 Full-time equivalent of all other positions... ..--.----- mand 4 6 0 
: Average number of all employees----.-.......---.---.-. s 4, 886 4, 698 4,641 
Number of employees at end of year __.__....------ cual 4, 660 | 4,754 4, 659 
00, 000 Average GS grade and salary Peet cmts ----| 7.2 $5,963 | 7.6 $6,270 | 7.6 $6,325 
00, 000 P 
00. 000 01 Personal services: ; 
00, 000 Permanent positions ---_- al _ $18, 269, 838 $19, 950, 403 $20, 238, 829 
Positions other than pe amas nt... os ak se | 58, 206 58, 630 73, 680 
00. 000 Other personal service Paci iciademmane ners .| 7, 363, 654 8, 852, 640 8, 276, 512 
"Total Persad GOrvices........20<-<cce- cise oe 25, 691, 698 | 28, 861,673 28, 589, 021 
00, 000 { (2 -rR o onecce ab aaeee a Bel ee ae | 34,379, 155 | 4, 660, 535 | 38, 102, 639 
00, 000 03 Transportation of things- ---- Pace Bee meee --| 106,698,159 | 85, 780, 700 | 87, 676, 800 
00, 000 | 04 Communication services-. --- aa 150, 483 169, 840 290, 840 
50), 000 05 Rents and utility service ee 1, 127, 502 1, 321, 380 1, 102, 240 
é 06 Printing and reproduction -.- ---- tenance eal 91, 065 152, 350 | 152, 460 
50, 000 07 Other contractual services -_ ~~... --- as ncienebpinnkene|, (meee 163, 856,214 | 215, 222, 803 
- 08 Supplies and materials......-........ wcoccciscsusccu| Se wOOy eee 16, 034, 184 | 27, 088, 619 
00, 000 OP PRs on ou nc casst nedesceckenkdakewenscnosecnn | 64, 587, 044 64, 409, 060 | 74, 316, 755 
10 Lands and structures_.____- Se _.--| 16,202,676 6, 944, 000 | 13, 800, 000 
00, 000 11 Grants, subsidies, and contributions - ks ae eee ee 78, 120, 069 | 100, 682, 948 
> 13 Refunds, awards, and indemnities_ -__------ ee 1,219 24, 050 | 25, 650 
00, 000 15 Taxes and assessments.--......-.---. - . 22, 929 22, 370 | 22, 225 
Subtotal _ a ae 576, 909, 493 480, 356, 425 587, 073, 000 
50, 000 
j ALLOCATIONS TO OTHER AGENCIES 
50, 000 
lotal number of permanent positions 731 S42 859 
| Full-time equivalent of al] other positions. 7 8 2 
Average number of all employees 698 S34 S44 
00, 000 Number of employees at end of year 075 829 859 
D0, 000 | 
2 | Average FSR grade and salary 4.3 $10, 134 4.2 $10,143 4.3 $10, 203 
00), 000 Average FSS grade and salary 11.1 $4,728 | 10.9 $4954) 10.7 $4,898 
Average salary of ungraded positions $1, 427 $1, 551 $1. 588 
50, 000 Ol Personal services: 
‘ Permanent positions $1, 306, 221 $1, 610, 147 $1, 641, 
00, 000 Positions other than permanent 9, 754 2. 318 3. 
00, 000 Other personal services 176, 994 241, 535 197, 5 
00, 000 Total personal services 1, 492, 969 1, 864, 000 1, 841, 950 
02 Travel 146, 968 233, 500 363, 800 
——- 03 ‘Transportation of things 159, 290 182, 350 238, 000 
04 Communication services 146, 794 180, 500 145, 500 
05 Rents and utility services 1,001, 679 1, 155, 500 1, 107. 500 
() Printing and reproduction - 5, 862 11, 500 11, 100 
07 Other contractual services 681, 878 748, 500 738, SOO 
Services performed by other agencies 3. 742, 689 }. 721, 000 3, 663. 400 
j Expenses, Inspector General and Comptroller 
Mutual Security, State 50, 000 300. 000 
OS Supplies and materials.....--. ; z 5 476, 243 456, OOO $42, 000 
09 Equipment cr a 4 x 754, 315 507, 000 359, 300 
11 Grants, subsidies, and contributions. _- . 761, 398 565, 750 564, 550 
13 Refunds, awards, and indemnities_ ._- e 37 300 300) 
15 Taxes and assessments. --- s sts 733 1, 100 1, 100 
Subtotal — 


, 37 0, 855 Y, 677, 000 9, 777, 000 


lotal, grant aid operations 1, 504, 871, 819 (1, 305, 633, 425 1, 990, 000, 000 











Object classification—Continued 


1959 actual | 1960 estimate | 1961 estimate 


Sales operations: Reservations 
7 Other contractual services ‘ $301, 714 $1, 400, O00 
O08 Supplies and materials_-. s : : 3, 202, 169 10, 570, 000 
0Y Equipment__. 7, 053, 185 37, 430, 000) 
Undistributed A : Sere : : $50, 000, 000 
rotal, sales operations 10, 557, O68 $4. 400), OOO 50, 000, 000 
lotal program 1, 515, 428, 887 (1, 355, 033, 425 | 2, 040, 000, 000 
Increase or decrease in outstanding reservations for require 
nts ordered from military services (69 Stat. 438 196, 676, 769 32, SSS, 759 243, 150, 000 
Potal obligations . . 2, 012, 105, 656 |1, 747, 922, 184 | 1, 796, 850, 000 
Obligations are distributed as follows 
Secretary of Defens« 136, 454, 243 101, 680, 000 139, 798, 000 
Army S07, 600, 041 741, 688, 325 709, TOL, OOK 
Navy 199, 655, 395 221, 176, 100 212, 572, OO 
Air Force : 859, 025, 122 673, T00, 759 430, 912, OO 
(ndistributed 1961 fund reservations 2494, OOO, OOF 
Other agencies 
Department of State 3 6, 668, 468 6, 950, O00 7, 050, O06 
International Cooperation Administration 2, 702, 387 », 727, OOM 727, OOO 


Mr. Passman. The committee will come to order. 

We shall consider the request for the military assistance phase of 
the mutual security program. The principal witness is Gen. Williston 
Palmer, Director of Military Assistance, Office of the Assistant Secre- 
tary, accompanied by a number of other witnesses. 

General Palmer, we are pleased to have you appear before the com- 
mittee. I am sure the hearings will be interesting. I think I should 
say for the record that Iam not an enemy of the mutual security pro- 
gram, but some of us have to take a critical ap proac h., and live with 
this program for about 365 days out of the year, in an effort to keep it 
under control. 

Regardless of any impressions which May, OF Way not. have hee 
formed prior to your presence here, we do want you to know that we 
welcome you. At times the diseussions will become somewhat heated, 
but that is all in an endeavor to come up with the correct answers, to 
vet pertinent facts, so that a recommendation can be made to mark 
the bill up as nearly as possible according to actual need, as the Con- 
ress sees i. 

I hope that you have not arrived at any conclusion that it is the 
intention of any of us to meat-ax the program. We are try ing to get 
the facts. We certainly will be glad to have your views, and we shall 
rely a great deal upon information which you give to us. 

Do you have a st: okenseint to make ? 

General Parmer. I have a very short statement. 

Mr. Pass N's We shall he pleased to hear from Vou at thist ie, 


GENERAL STATEMEN’ 


General Pautmer. Thank you, Mr. Chairman, for your greetings. 
Mr. Chairman and members of the committee, it is a pleasure to meet 
with the committee for the purpose ot justifying the President’s re- 
quest for $2 billion in new obligational authority for the military 
assistance program for fiseal year 1961. 

The | road objectives of the military assistance prog ram were stated 
by the President in his state of the Union message of o WUWAry 7, 1960, 
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and in his message relative to the mutual security program dated 
February 16, 1960, and have been discussed with this committee by 
Secretary Herter and Under Secretary Dillon. The Joint Chiefs of 
Staff said, speaking with reference to the fiscal year 1961 budget re- 
quest, that they would not want one dollar added to their respective 
service appropriations if that dollar had to come out of the military 
assistance program. General Lemnitzer, their spokesman during the 
illness of General Twining this winter, emphatically confirmed “that 
assertion before committees of the Congress during this session. Dur- 
ing the past year, also, a very thorough and objec tive evaluation of 
the military assistance program was conducted by the President’s 
Committee To Study the U.S. Military Assistance Program, com- 
monly called the Draper Committee. This nonpartisan group of 
distinguished citizens advised continuing the military assistance pro- 
eram into the future at about the same level as in recent years. 


MANAGEMENT OF THE MILITARY ASSISTANCE PROGRAM 


It should never be forgotten that military assistance began in a 
number of places at a time when war was already underway—as in 
Greece, Korea, Taiwan, and Indochina; or at a time when the threat 
of war appeared great, as was the case when the NATO alliance was 
formed. Crash programs to meet war emergencies meant that execu- 
tion of the program must begin before there had been time for ecare- 
ful thorough study and planning. Our allies were in desperate need 
of weapons, munitions and equipment, and the United States tried 
desperately to provide them. The first urgent need was to deliver 
weapons and teach them how to fight with the weapons; the second 
urgent need, which is infinitely more difficult and alw: ays takes a great 
deal longer, was to assist them in establishing supply and repair sys 
telus hy which the equipme nt could be ke pt in good re pair and work 
ing order throughout its useful life. Our U.S. forees found this 
second problem all the more difficult because they had had ho pre- 
Viols experience In teaching countries of small industrial potential 
and | cmowle l< ve how to set up supply and repair systems amounting to 
large elaborate industrial operations. The U.S. Armed Forces were 
fully conscious long ago of the grave deficiencies in the supply and 
repair systems of many of our allies, as IT know from personal experi- 
ence as Deputy Chief of Staff of the Army for Logistics, and later 
as deputy commander in chief. U.S. Kuropean Command. It has been 
a slow and disheartening job to bring about improved logistics 7 
such countries. But during the past vear the gloom has been liftin 
considerably. The long patie nt efforts of our MAAG?’s, our training 
programs, and the special teams we have sent to deal with special 
prob lems have heeun to pay off. There is a great deal to be done yet. 
Tam not claiming perfection. In Korea, Taiwan, Vietnam, Pakistan, 
Iran, and Turkey the stipply and repair systems present a much 
brighter picture than a vear and a half or 2 vears ago. 

\s to the internal management of the military assistance program, 
probably the major advance during the past vear has been a much 
larger decentr: alization of the planning of the milits ary assistance pro 
gram to the unified commanders abroad. That is to savy, General 


Norstad (CINCEUR) for the Kuropean and Middle East regions, 
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Admiral Felt (CINCPAC) for the Far East region, and General 
Gaither (CINCARIB) for the Latin American region, have been 
given much greater say as to what program should be. planned ij 
their respective regions; and as to the priority of choice between items 
they desire. 

In addition, each of them has been told to work with his MAAG’s 
in the development of a 5-year plan, in order to have at all times a 
projection of the goals one would like to reach over a period of several 
years rather than come at each year separately on a piecemeal basis, 

As the committee is aware, the Supreme Allied Commanders of 
NATO have had for several years a “Minimum Forces Study,” 
MC-70, which is a statement of the minimum forces they should have 
5 years hence in order to carry out their wartime tasks, planned it 
annual increments. 

Our own armed services have been planning their programs in this 
fashion for years. Each has certain strategic missions, and each plans 
over a period | of years how it will attain readiness to carry out those 
strategic missions. The same principle should be applied in planning 
assistance to our allies. 


BALANCE OF PAYMENTS 


It might be well to touch upon the impact of the military assistance 
program on our balance of payments problem. An impression has 
gotten about that the expenditure of military assistance funds overseas 
contributes significantly to the adverse balance of payments situation 
of the United States. This is not so. In fiscal year 1959, total mili- 
tary assistance expenditures were about $2,368 million, of which al- 
most 90 percent was spent in the United States and thus had very little 
effect on the balance of payments. The percentage for fiscal year 
1960 will be approximately the same. And as a matter of fact, during 
the past 3 fiscal years purchases from the United States under the 
mutual security military sales program have been enough to offset our 
military assistance expenditures abroad. 


ALLIED CONTRIBUTION 


A related question—whether our allies are carrying their proper 
share of the burden of defense costs—stems from the fact that some 
of our allies in Western Europe have recovered from the effects of 
World War II, and are enjoying an improved standard of living. 
The United States is continuously urging all such allies to raise their 
defense budgets as their prosperity increases; and in fact they are 
doing so and there is reason to hope that they will progressively do 
more. Inthe meantime the annual U.S. military assistance to NATO 
has dropped each year, from $5.2 billion in 1953 to $1 billion in 1959. 

But if the NATO countries raise their defense expenditures to the 
highest level one could reasonably expect, and if the United States 
continues its military assistance at about the same rate as recently, 
the collective military strength of NATO will fall below what the 
NATO commanders consider the permissible minimum (as expressed 
in the “Minimum Forces Study”—M(¢ 10). Making every allowance 
for the increasing prosperity and the increasing expenditures of the 
NATO countries, our military assistance to NATO must continue. 
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You will recall that the Draper Committee recommended a supple- 
mentary appropriation in fiscal year 1960 of $400 million over and 
above the $1.6 billion budget request, primarily for the purpose of 
modernizing the NATO forces. Because of the timing of the legis- 
lative cycle, the executive branch did not ask for such a supplemental 
appropriation; the requirements were in part consolidated with the 
other requirements in the present fiscal year 1961 budget request for 
S2 billion, which accordingly represents at least $400 million less 
than the Draper Committee suggested. 

One further point before leaving this subject: We have to look at 
NATO asa whole. General Norstad is primarily concerned with his 
total needs to carry out his mission; the question of which particular 
country gets what equipment is of secondary importance from the 
military point of view. The important thing is that SACEUR have 
modern weapon systems deployed to suit SACEUR’s operational 
require ment. 

FINANCING MILITARY ASSISTANCE 


For the 5 fiseal years 1955-59, inclusive, the average annual 
penditure on the military assistance program was $2.36 billion. This 
rate of expenditure was sustained by an average annual grant of only 
$1.37 billion in new obligational authority, the remainder, an average 
wumnually of $1 billion having come each year from wnexpended 
balances of still earlier appropriations. Seven years ago, on June 
30, 1953, these unexpended balances stood at almost $8.5 billion. By 
June 30, 1960, they will have shrunk below $2.1 billion. 

It is only when obligational authority is granted by the Congress 
that we are able to place orders enabling our suppliers to go ahead 
with production and, in due time, delivery. In the hearings before 
a committee 2 years ago, the Defense Department maintained that 

he leadtimes were such as to make it necessary to have a carryover 
of unexpended obligational authority amounting to the size of the 
program for 18 months; that is to say, an annual spending program 
of $2 billion would require that we carry forward into the next fiscal] 
year an unexpended balance of $5 billion in addition to the new 
obligational authority of $2 billion granted for that fiscal year. In 
view of the ever-increasing comple xitv of we apons, which tends to 
lengthen the production leadtime, and also in view of our desire to 
encourage cost-sharing arrangements with our allies, which usually 
involve lengthy negotiations, I suspect that is still a good estimate; 
but I accept 15 months’ leadtime as a good target to ‘shoot at, with 
the caveat that next year we may have to explain that it has not worked 
out that well, That means that to deliver and expend $2 billion in a 
viven fiscal year we need to carry forward an unexpended balance 
of $2.5 billion at the end of the preceding fiscal year, in addition 
to the new appropriational authority of that year’s appropriation 
bill. 

The unexpended carryover will have fallen to approximately $2 
billion by June 30, 1960, and the program is also falling. The fore- 
cast of e xpenditure during the current fiscal year (fiscal year 1960), 
is $1.83 billion, while it is forecast that the program in fiscal year 
1961 will be marked by an expenditure of $1.79 billion. In these 
2 vears there is a drastic drop of $560 million eloes the rate of the 
preceding 5 vears. 
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But the logic of the situation is that so long as world conditions 
force the United States to maintain its overall national defense 
expenditures—including those of the Army, Navy, Air Force, and 
military assistance program—at approximately the present levels, 
it May be foreseen that the portion of our overall national defense 
appropriations represented by the military assistance program should 
remain at not less pe S2 billion per year, the amount requested by 
the President for fiscal year 1961. This represents a decrease of 
S277 million per year below the aver: ive expenditures ot the past 
6 vears. 

Considering the $2 billion program proposed by the President for 
fiscal year 1961: 

Roughly S520 million would be absorbed | relatively fixed costs 
such as training; mutual weapons deve ali nt, infrastructure, and 
supply oper: ations. 

Six hundred and fifteen million dollars is destined for force main- 
te nance: that 1s, prov ision of spare parts, tr aining’ ammunition, attri- 
tion re placements and other maintenance of allied forces, primarily 
in the less deve lope «dl countries. 

The remaining $865 million is planned to improve the retaliatory 
and deterrent capability of our NATO partners and other key allies. 
More than half of this amount is for missiles. electronics, and adyanced 
aircraft. 

Details of the proposed program for fiseal vear 1961 are covered in 
the presentation book, and the regional witnesses W ihe ach offer a state- 
ment and thereafter furnish any desired inform: ition on each country. 
In view of this wealth of testimony to cover, T will curtail my own 
statement at this point. 

I would like to add one thing, Mr. Chairman. As I am rather new 
in this business I would like the committee’s indulgence to be present 
at all the hearings because vou can & ain a tremendous amount of in 
formation in that way. I may be al le to fill in at some time with some 
information that you do not have. So T would like to be here through 
out the hearings. 

Mr. Passman. The committee will be very pleased to have you 
present at all of our hearings. We know that you will be able to pro- 
vide important information. 


SALUTARY EFFECT OF COMMITTEE REDUCTIONS ON PROGRAM 


indicated at the beginning that it was the purpose of the com- 
mittee to provide adequate funds, not necessarily desired funds. There 
have been some substantial reductions made in the military assistance 
part of this program in recent years: and T think it is appropriate to 
state for the record at this point that beginning with the fiscal vear 
1956 and going through the fiscal year 1960 the total reduction made 
in the military below the | mdget estimates amounted to 82.247.500,000. 
Almost without exception, each vear when the committee made the 
reductions we were told that we were destroying the military program, 
only to have very influential men in the top echelon at subsequent dates 
admit that we had actually helped the program. That is why we will 
endeavor to go, within the few days’ time available, very much into 
detail, to try to arrive at the proper figure, and at the same time pro- 
vide adequate funds. T think it will be of help to vou during the 
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hearings to check some of the information that has been pinpointed to 
the effect that, notwithstanding these very substantial reductions, there 
still is an excess of funds in that in m: ny instances hundreds of mil- 
lions of dollars worth of surplus equipment is either being shipped 
out, or is earmarked to be shipped only to be caught in time to cancel 
the order. We will go into some of those things as we go along, and 
by working together calmly I think we can certainly arrive at the 
proper amount, and, we hope, have the coneurrence of all of those 
who have a direct interest in the program. 


PROBLEM OF TIMING OF AND PREPARATION FOR HEARINGS 


Now, on page + of your statement you say 
In addition, each of them has been told to work with his MAAG’s in the de 
velopment of a 5-year plan, in order to have at all times a projection of the 
goals one would like to reach over a period of several years, rather than come 
teach vear separately on a piecemeal basis. 

\s this would ap yply to the appropriation, I might ask, General, 
whether, in your opinion, if the committee had requested your presence 
m this item when the regular military appropriation bill came down, 
i believe in January, would you and your staff have been ready to 
justify the estimates at that time / 

General Patmer. I do not quite understand the question. 

a PassMAN. Following up your statement on page 4, had this 
\ittee wanted to begin hearings on this bill on January 18, would 
vou aetl your staff have been ready to justify the amount requested 
it that time 7 

General Patmer. As shown in these black books, no, sir. 

Mr. Passman. Lasked that question for this reason: If not, of what 
value, then, is the 2-vear authorization for the military assistance 
program? The Defense budget came down on January 18, and the 
other commiittee started their hearings. 

General Pater. Do you mean hearing the military assistance pro 
eram with the Defense budget é 

Mr. Passman. It came down in the Defense budget. and it was in- 
tended in some quarters for this item to be in the Defense budget ; : 
and if you were not prepared to testify for the estimate my question 

“What value would the 2-vear authorization be?” 

General Patarer. We would have had to request the military sub- 
committee to hear the military assistance program last. The prepara- 
tion of this enormous amount of data with the small staff we have 
wvallable puts the people who defend this program under a consider- 
able handie: ap as compared to the Army, Navy, and Air Force with 
their enormous staffs. T have possibly 20 people to work on this, and 
Ul of my other fiscal business. 

Mr. Passman. They are assigned to it on an annual basis. Do they 
not have the whole year in which to get the justifications ? 

General Patarer. No, sir. that is not quite so, because the develop- 
ment of this program is a process that never settles down. As Mr. 
Dillon told this committee when he first appeared, the estimates 
submitted by the Department of Defense and by the Department of 
State to the Bureau of the Budget was, as I recall, $2.35 billion. The 
decision was finally became the decision of the executive branch was 
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to ask for $2 billion. Now, that meant the whole thing had to be 
trimmed to the extent of almost 15 percent right at that point. 

Mr. Passman. That is true of all of the money justified. The 
budget is trimmed substantially. So this would not be any different 
from any other bill. 

General Patmer. No, sir. 

Mr. Passman. Most of the other agencies are ready to start the 
hearings. We are asking for this information so that in the future 
we may be able to schedule hearings early in the year. We are trying 
to be helpful in clearing this up, to ascertain whether or not your 
Department would be in a position to start the hearings earlier each 
year if the committee, in its wisdom, should elect to start hearings 
early in the year. 

General Parmer. As Mr. Murphy will support me, I just joined 
this the 15th of January, the day that you suggest as D-day, but I 
believe that we said we could not have the books ready before the 
first of March. 

Mr. Murrpny. That is correct. 

General Patmer. Of this year. Doubtless if they had anticipated 
the hearing a little earlier they could have moved it up some. I doubt 
if they could have had it ready by the 15th of January. Would you 
agree, Mr. Murphy ¢ 

Mr. Murreny. | would agree. 


FORCE GOALS OF NATIONS 


Mr. Passman. We have contracts with the nations fixing force 
goals, do we not, and the type of equipment that will be furnished 
to them 4 

General Paumer. I do not think that it is contractual. 

Mr. Passman. We have an agreement as to the type of equipment 
and the force goals to be met ? 

General Parmer. We have told them what part of their forces we 
are willing to consider for support. Now, most countries, as you 
know, have additional forces which we have never agreed in any way 
to ever consider for support, and much of which we are suggesting 
they dispense with. This does not mean we give everything that is 
needed to those forces we will consider for support, but it is under- 
stood what part of their forces we will consider for support. 


PROGRAMING AND OBLIGATING FOR SPECIFIC COUNTRIES 


Mr. Passman. Would we enter into an obligation and obligate 
funds for a country, or countries, for equipment where the countries 
themselves had not agreed to accept it, and where it would require 
an act of their legislature, or parliament, before they could enter 
into such an agreement 4 

General Parmer. Well, the obligation of funds is not tied to a 
specific agreement with a specific country. In most cases we make 
i“buy” that covers more than one country. 

If I had a specific country to talk about I could probably discuss 
this more intelligently. 
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Mr. PassMan. Perhaps I should ask the question this way: Would 
you obligate and program equipment for a country when they had 
not agreed to accept the program and you knew it would require an 
act of their parliament or legislature before they could do so? 

General Parmer. We might very well program it; yes, indeed. 
The obligation, of course, follows the programing after we have come 
before the Congress with a program and say, “This is the sort of 
thing we want money for.” After you have said that we may obli- 
gate money for this purpose, we are now able to go to the country 
and say, “Will you accept such and such equipment 2” 

Mr. Passman. If the country says, “No, we are not in the position 
to enter into an agreement at this time,” then would you program for 
the country and obligate funds? 

General Parmer. We might program for it, but we would not obli- 
gate funds for that spec ific purpose. In other words we do not buy 
the stuff and have it sitting around. We did have a situation, as you 
know, some years ago where we set aside a big stockpile for Germany 
and they decided they would not take all of the stuff. 

Mr. Passman. In a case under your management where you found 
they had obligated substantial funds for a country where the agree- 
ment had not vet been entered into, and there was some question as 
to whether the country would accept the agreement, you would not 
obligate funds for a program of that type: would you 4 

General Pater. I do not think that we ever come to a situation 
that if the country does not take it we have no use for if 

Mr. Passman. That is not the point. Would you actually enter 
into a firm obligation and procure the equipment for a country prior 
to the time of reaching an agreement that the country would accept 
the program 4 

General Pautmer. That might conceivably be, but we would not 
obligate in excess of all of our needs. In other words, so far as I 
am aware, we have always had some place else to use the stuff if it 
did not go to the place where we originally anticipated we would 
use it. 

Mr. Passman. There are instances where I think it can be very 
definitely pinpointed—and this was prior to your returning to active 
duty—where obligations had been made to a country in advance of 
reaching an agreement with the country, and before the parliament 
of that country had even authorized such an agreement to be entered 
into. That is one reason we have been trying to worl the program 
down to the amount needed, and not the amount desired, because it 
would appear just a little out of order to be obligating lar oe amounts 
for a country prior to an agreement with the country that they 
would even accept 7 equipment that we obligated for them. 

General Parmer. I do want to make the point clear in the record 
we do not obligate on a country basis. There is no connection be- 
tween the purchase contract and the specifie— 

Mr. Passman. Do you not request money on a country basis? 

General Pataer. On an illustrative basis; yes. 
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DATA ON RECEIPTS, EXPENDITURES, OBLIGATIONS, AND LEADTIME 


Mr. Passman. As a brief recapitulation, we shall appreciate it if 
you will submit for the record (1) the amount of the budget request 
for 1961: (2) the military credit. sales receipts anticipated in the 
fiscal year 1961: (3) the anticipated unobligated balance on June 30, 
1960; (4) the anticipated unexpended balance on June 30, 1960: 
(5) the status of the present pipeline; and (6) the average leadtime 
as of today. 

(The requested information follows :) 

Villions 


1. New obligational authority request, fiscal year 1961 $2, OOO. 0 
2. Anticipated receipts from mutual security military sales credit re 
imbursements in fiscal year 1961 ene Ree et 1), 0 
3. Estimated unobligated balance, June 350, 1960__ oe 35. 0 
$+, Estimated unexpended balance (so-called pipeline), June 30, 1960- 2, 079.2 


Mr. Passman. I believe that you covered part of that in your 
statement, that 15 months was a rough average. 

General Patmer. That is as good as you can get, because some are 
a great deal longer and some are a great deal shorter. 


COUNTRIES UNDER MILITARY ASSISTANCE PROGRAM, 1961 


Mr. Passman. General Palmer, will you list for the committee the 
names of the countries for which this estimate will provide military 
assistance / 

General Parmer. I will furnish that information for the record. 

(The requested information follows:) 


COUNTRIES RECEIVING MimirAry ASSISTANCE 


Belgium Tunisia Thailand 
Denmark Greece Vietnam 
l'rance Tran Brazil 
Germany Jordan Chile 

Italy Pakistan Colombia 
Netherlands Saudi Arabia Ecuador 
Norway Turkey Guatemala 
Portugal Cambodia Haiti 
Spain China (Taiwan) Honduras 
United Kingdom Japan Nicaragua 
Ethiopia Korea Peru 
Liberia Laos Uruguay 
Libya New Zealand’ Venezuela ° 
Morocco Philippines 


1 Credit financed sales only 
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ADDITION OF SALES PROGRAM IN NEW ZEALAND 


Mr. Passman. Have any new countries been added since last year / 

General Patmwer. I am under the impression that there are one or 
two new countries and I would like to insert all the information in 
the record at one time. 

Mr. PassMAn. You may insert the information for the first ques- 
tion into the record: but do you have the names of the new countries 
for which you may be providing equipment? Could you give us that 
information at this time, sir? 

Colonel Symmes. We can tell you 1960 against 1959 but for 1961 
I would rather furnish the information. 

Mr. PassMan. You are requesting funds for 1961, and that informa- 
tion will be very pertinent to the committee. Many times when you 
insert data of this type in a very voluminous record it is difficult to 
run back and find the information, so we shall take a little time to see 
if you can give us the names of the new countries and the amounts. 

General Patwer. Mr. Chairman, it appears that a sales program in 
New Zealand is the onlv new country this vear, for the fiscal vear 
LOGL. ; 

Mr. Passman. What isthe amount of that 4 

General PaALMer. $22 million. 

Mr. Forp. Isthat a eredit-sales transaction / 

General PALMER. Yes. 

Mr. Passman. And that is in the $2 billion request ¢ 

General PaumMer. Yes: an extension of credit is in the $2 billion. 


APPROPRIATION HISTORY OF PROGRAM, 1950-60 


Mr. Passman. At this point in the record we shall insert page 3 
of the milits ary assistance book, which is a history of the peseees - 
tions for this program from the fiscal year 1950 through 1960, 

(The page referred to follows:) 
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EXPENDITURES OF OTHER COUNTRIES FOR DEFENSE PURPOSES 


Mr, Passman. Perhaps it might be well to insert pages 48, 49, and 
50 in the record at this pomt, as these pages reflect what the other 
countries ot the free world are spending for defense purposes. 


(The pages referred to follow :) 
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VATO defense expen litures 
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TRANSFER FROM CONTINGENCY FUND 


_ PassMAN. In the section 111 report of December 31, 1959, I 
noticed that the military assistance appropriation had been increased 
cS a transfer of $31.3 million from the President’s contingency fund. 
Would vou comment briefly on the necessity of this tr: ansfer / 

Mr. Suaw. Mr. Chairman, the amount was $31,247,000 in total: 


of that amount — for material and for training in 
Keuador, for a total « : there was for matertal and 
for training in . for a total of : we had a pro- 
orm for Laos totaling for material and for training, 
for a total of >in Saudi Arabia we had a materiel program 
of and no traimime, for a total of . The aaa total is 


ww] 
ee) bem 


47 OOO, 


DECREASING AVAILABILITY OF SILIPS AND AITRCRAF I 


Mir. PASSMAN. Last year the justifications indicated that our allies 
ad a total of 2,500 ships and 30,000 planes in 1958. This year, the 
istifications oo. that our allies had 2.800 ships, a loss of 200. 
ind 29,000 planes, a loss of 1,000, in 1959. Would you comment on this 
ecreasing availability of naval ships and aireraft? Especially is 

his question pertine nt after about $1.5 billion has been spent in this 
held. 

General Panuwer. I think these are actual retirements of obsolete 
vessels and aireraft, Mr. Chairman. 

Mr. Passman. And with the appropriation they were not replaced 4 

Mr. Crawrorp. There were new ships and aircraft that came in. 

Mir. Passwan. You did have a net reduction in the numbers 4 

\lr. Crawrorp. A net reduction. 

(reneral Parmer. The total amount issmaller: yes. 


PLANES AND SIIIPS SURPLUS TO COUNTRY REQUIREMENTS 


Mir. Passman. As we have had testimony recently that there were 
ertain types of planes made available in excess of needs, and ered 
ul to be placed in warehouses, would vou state for the record t 
ountries in which you had a reduction and the number of planes an ni 
ips out of the reduction to which I have referred / 
} "Mir. ( RAWFORD. I Cah supply that for the record. I have it in Ni 


(‘| Iie information Is classified and has heen supplied to the Col 
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PORCI MAINTENANCI 


Mr. PassmMan. I note that 615,045,000 of this 82 bilhon request is 
for force maintenance: is that correct / 

General Paumer. That is a correct approximation . | think, that 
appears in the book here, 

Mr. Passman. On that particular point, General, may we have a 
brief explanation, or elaboration. on the foree maintenance cost and 
the new weapons cost ¢ 


PERCENTAGE OF REQUEST PROGRAMMED FOR ADVANCED WEAPONS 


Do you have a breakdown of what percentage of the request would 


he programed fo. What we how refe) tous advanced weapol sé 

General Parmer. We have it referred to in my statement as more 
than half of SS65 million. We en aig that out of the book here 
{On you. 


Mr. Passman. Give us approximately the amount of $865 million 
that would be for these new weapons. 

Greneral Parmer. You mean for advanced weapons / 

Mr. PassMan. Yes. 

General Paumwer. I think we would have to put it this way: Mis- 
siles are shown on page oO» of the book in the fiseal 1961 
at SZ10.511.000 and to that would have to be added 

Mr. Passman. I might state that is contrary to the figure on page 
52. where it is elven as S$188.658.000. 

General Parmer. No, sir. I think that the figure on page 2 also 
has this $21 million maintenance figure and the total being $210 
million. 


program 


Mr. PAssM AN. It says for improvements, and vou have force main- 
tenance, 

General Parmer. Well, we are agreed that the total is $210 million. 
Iam per fectly willing cation the $91 million of foree mainten: ance, 

Mr. Passman. What we are trying to do is to understand 1 
much as this isshown in two different columns. 

General Pauaer. I see your point. The figure would appear to be. 
roughly, $190 million. 


Cc. 


ADVANCED ELECTRONIC EQUIPMENT 


Mr. Passman. What else would fall in the category of advanced 
weapons ¢ 

(rene ral PALMER. Klectronies, | think, would fall in the category of 
advanced equipment certainly. 

Mr. Passman. What type of electronics? Could we have a little 
information on that / 

General Parmer. Radar anda great man \ communications systems. 
I do not know what they are, but they call them tropospheric and 
forward-seatter. There area great many very sop yhisticated ways of 
communic: iting and this is very lnportant whe ‘re the V have these vast 
distances over which to keep trac ‘k of cirplanes and so on. 

Mr. Passman. We have been providing some of this type of elec- 
tronic equipment, have we not, for several vears ? 

General Parmer. Yes. 
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Mr. PassMANn. This is not entirely new to the program, and you 
have been supplying some of it out of prior year appropriations / 

General Patmer. Yes, sir; none of this is entirely new to the pro- 
cram. We would have to make quite an analysis to give you a report 
on What items were new this year. 


SMALL PERCENTAGE OF REQUEST FOR ADVANCED WEAPONS 


Mr. PAsSsMAN. General, I believe that I should state for the record 
it this point, so that you would understand why we are asking these 
questions, the pitch would be made that the money is needed for ad- 
vanced weapons, and that is true: but it 1s also true that a very small 
percentage of the total request is for what we would refer to as purely 
ulvanced weapons. 

We have checked this out in the field for several nations, and we 
were told that of the total amount of equipment we had provided 
nder military assistance programs—in some instances they said 95 
percent of it by far most of it is on hand, available, in a good state 
of repair, and ready for use, if and when it should be necessary. 

I am wondering why you need a continuing increase in this when 
you have so much of it on hand, stored in warehouses, not actually in 
ime, 


STATE OF REPAIR OF EQUIPMENT PREVIOUSLY PROVIDED 


We would be very agreeable to making available to you at the 
proper time a copy of the hearings involving some six nations, and 
evel rong out in the Far east. where they indicated the state of 
repair of the equipment we had provided under this program in prior 
years. 

General PALMER. I hope that vou verified that that was so, Mr. 
Chairman, because this 

Mr. PassmMan. We just got through with the testimony where they 
stated that it was true, and then they went into detail. This was pro- 
vided by some of your new MAAG chiefs, in some instances right out 
of training here. Even out in the Far East the percentage, I believe, 
Was oS percent. He said that SS percent Is ready for use for the pur- 
poses for which it was intended. 

I would like to go over those hearings with vou. It is not just a 
inatter of my statement. 

General Parmer. We would like to do so very much. 

Mr. Passman. That being true, it would appear that a small per 
centage of the total of that is for advanced weapons. 


EQUIPMENT IN WAREHOUSE READY FOR USI 


The faet is that of the equipment we have provided from 75 to 95 
percent is said to be available and in a good state of repair, and the 
fact may he established that rat wood part oft this is in varehouses ready 
for use, if and when it should he needed, 

[ would like very much to make available, or sit down and go over 
With vou, the testimony of the MAAG chiefs. 

General Parmer. We want very much to get it, Mr. Chairman. 

Mr. Passman. Let us get the remainder of the advanced weapons, 


lf we mi V. We have the missiles anal electronics. 
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General PaumMer. As I say, we would have to sort this out, 
lhe point is, we have discussed that and the question is, What part 


of the aireraft represents really advanced weapons and what part of 


the ships represents really advanced weapons and so on 4 
Classified information was supplied to the committee. ) 


ELECTRONICS, MISSILES, AND AIRCRAFT SUPPLIED OUT OF PRIOR 
APPROPRIATIONS 


Mr. PassMAN. You have stated for the record that some of this is 
not really new, but that we have been providing much of this out of 
the prior year appropriations, such as electronics, Missiles, and 
aircraft ? 

General Paumer. I did not state for the record that none of it was 
new. [said that each category 

Mr. Passman. I thought I said some / 

General Paumer. Yes. The list of the NATO improvements I 
have here contains TARTAR and TERRIER missiles. 

Mr. Passman. We have that, $188.7 million for missiles, 

General Paumer. Right. That is on page 32. 

Page 29 lists aircraft and L would say that the B-57 aireraft, the 
100, and Cl-100 

Mr. Passman. You have nothing in your justifications on page 29 
for that particular aircraft; do you? 

General Patmer. Not for the 1961 program: no, sir. 

There are F—-100 aircraft, CF-100—no FX aireraft. 

Mr. Passman. General, this FX aircraft, is that the F—-104G on 
which they are waiting to firm up an agreement in Europe? 

General Parmer. Yes. It is an all-weather fighter aircraft, exact 
type not determined at the time we made up these books. 


REQUEST FOR FUNDS FOR ADVANCED PROGRAM WITHOUT AGREEMENT 


Mr. Passmanx. The point that concerns us is that you are asking for 
funds in the amount of — million when you do not actually have 
a agreement on it / 

General Paumer. Is this the point vou had in mind awhile ago? 

Mr. Passman. ‘That is part of it, but not all of it. 

General Parmer. We cannot very well go and make an agreement 
to spend money until we have been told by the Congress that we 
may spend the money. 

Mr. Passman. But how do you arrive at the amount and the number 
of airplanes ¢ 

General Pater. This is an estimate on our part of how the thing 
will develop. 

Mr. Rowr. That is correct. 


AMOUNTS PROGRAMED FOR FORCE MAINTENANCE IN PREVIOUS YEARS 


Mr. Passman. What did you program or obligate for this program 
in fiscal 1959 ? 

General Patmer. I am afraid we do not have that broken out, but 
we can furnish it for the record. 
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Mr. Passman. We will be patient with each other. If we just 
take our time maybe we can possibly get the information, because 
it is a bit difficult to proceed without getting the answers to these 
questions. 

I might be able to help you, and let you verify the fact. 

You ‘requested, did you not, $390 million in fiscal 1959? Do your 
records show that is correct / 

Mr. Suaw. I do not know where it is. 

Mr. PassMan. You do not know where the record is / 

Mr. Suaw. We do not know where it is here. If the chairman 
found it here, we do not know where it is. 

Mr. Passman. We picked these figures out of some of the justifica- 
tions. 

How much have you programed for this purpose in fiscal year 1960? 

Mr. Crawrorp. We do not have the figure for 1960 here. We do 
have it at the office. For 1959 some tabulation would be required and 
[ do not believe the summary total is readily available. 

Mr. Passman. I know that you gentlemen are endeavoring to be 
helpful, but it is almost impossible “for us to continue with this line 
of examination, where these things are so very current, if we do not 
receive the information now. 

How much did you request for fiscal 1960 for force maintenance / 

Mr. Crawrorp. We do not have our presentation books for last 
year with us. 

Mr. Passman. Of course, we have to compare one year with the 
other, gentlemen. 

If we cannot have that information, I do not see how we can in- 
telligently consider subsequent years, if we do not have even the 
present year’s figures. 

Could you e: all vour office and get that information / 

Mr. Crawrorp. I could get the figure for 1960 readily. 

Mr. Ruopes. Mr. Chairman, I suggest we take a recess for an 
hour and let the witnesses gather the data which appears necessary. 

Mr. PassMAN. We want to be as considerate as we can, but there 
iscertain information we believe pertinent to the consideration of this 
bill which we must have. 

Mr. Crawrorp. I believe for 1960 we can get the amount we re- 
quested for force maintenance and the amount currently programed 
for force maintenance. 

Mr. Passman. For 19604 

Mr. Crawrorp. Yes. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Passman. You have just read out of the hearings of last vear, 
hut how much did you program / 

Mr. Crawrorp. I can supply the answer for 1960 very readily. 

Mr. Passman. Do you have that with you / 

Mr. Crawrorp. No. 

Mr. Passman. Then I move that we take a 50-minute recess. 

Mr. Ruopes. I might suggest they send for their books for last 
vear. 

Mr. Passman. You might wish to obtain your books for last year, 
because something else may come up along that line for which you 
will need them. 
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General Patmer. I was going to ask, Mr. Chairman, if you have 
any more questions of a fiscal nature they could be looking those up 
at the same time. 

Mr. Passman. There are hundreds of more questions. 

I think the information we have requested is pertinent to the present 
consideration, and I believe the committee will agree. 

Mr. Ruopres. We talked about that before and all of the committee 
is Interested in it. 

Mr. Passman. Let us take a 30-minute recess. 


(AFTER RECESS ) 


Mr. Passman. The committee will come to order. 

Prior to the recess to enable the witnesses to obtain necessary in- 
formation from the Pentagon, we were asking questions as to the 
1960 program for force maintenance. Do vou have the information 
now / 

Mr. Crawrorp. During the recess I called the office and asked them 
to send us a set of presentation books from last vear and certain Ssup- 
plemental information which will be responsive to yvour line of ques- 
tioning. 

Mr. Passman. You do not have the information now / 

Mr. Crawrorp. I do have the figure vou are asking for now. 

Mr. Passman. I do not think your presentation book will neces 
sarily show what you allocated or programed, but you may get the 
books anyway. Let me lead into this, if IT may. I note that 3615, 
045.000 of this 82. billion request is for foree maintenance: is that 
correct / 

Mr. Crawrorp. That is correct. 

Mr. Passman. How much have vou programed for this purpose 
in the present fiscal vear, 1960 4 

Mr. Crawrorp. The amount is 8532 million. 


PROGRAMING FOR 1960 OVER AMOUNT REQUESTED AND APPROPRIATED 


Mr. Passman. Your fiseal 1960 request was for 8385 million: ts that 
correct / 
ure. 


Mr. Passman. How did vou manage to increase it, when the total 


Mr. Crawrorp. Yes. sir: 8385 million is the verified fig 
program was cut by S300 million and you requested only S385 million / 
~ Colonel Syamurs. The principal increase was in the spare parts 
area where we had made a dangerously low estimate at the start of 
the fiscal vear and subsequent experience proved We were lot keeping 
up the maimtenance level, and we had to increase at the expense of 
other things our spare parts follow-on. 

Mr. Passmawn. The Congress reduced the total budget request by 
$300 million, and even though vour original request nmounted to only 
$385 million, vou programed $532 million. From what account did 
vou get these funds / 

Colonel Symes. IT cannot give you an absolutely definitive answer 
because, as you well know, sir, the progranl as it woes through the 
vear is subject to certain changes within it. 

Primarily, the answer to this. of course. is we could not do force 
improvement when we were forced to do more force maintenance. 
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QUESTION AS TO NEED FOR LNCREASE FOR FORCE M AINTENANCEIN 1961 


Mr. PassMan. This is very confusing. How do you reconcile that 
substantial increase with the following colloquy which took place at 
page 463 of the 1960 hearings? I quote: 

Mr. PASSMAN. Do those of you who are familiar with the hardware in the 
military agree that, with the exception of ammunition and supplies of that type, 
10 percent is about the average depreciation per year? 

Mr. SHuFF. I would think yes, Mr. Passman. 

Mr. PASSMAN. Does that not indicate that once supplied with most of this 
material, if it is properly supervised and maintained, the cost annually for re- 
placement will become less and less, short of a war? 

Mr. Suurr. That is right. 

That was the Deputy Assistant Secretary of Defense testifying 
only last year. How do you reconcile your statement with what Mr. 
Shuff said 7 

General Paumer. I think the statement there had to do with re- 
placement, did it not, Mr. Chairman / 

Mr. Passman. Those who are familiar with the hardware in the 
nilitary agree that, with the exception of ammunition and supplies 
of that type, 10 percent is about the average depreciation per year. 
That certainly ties back to force maintenance. 

General Paumer. We are talking about _— parts, which is what 
you have to expend in order to keep this stuff in this fine working 
order. 

Mr. Passman. Is that not force maintenance / 

General Pater. It is part of force maintenance. 

Mr. Passman. He Says 10 percent is about the average depreciation 
per year. 

General PaumMer. That is re place ment, 

Mr. Passman. As to your bu ldup. if they testified that up to 95 

cent ison hand for use, ina good state of repair—that is testified to 

vy MAAG chiefs all over the world—and Mr. Shutf states that 10 
percent is the average depreciation, it is difficult for me to go back to 
the S615.045,000 and the underestimate for fiseal 1960. 

Either the Secretary did not have the facts or did not know—I 
must say this, although IT do not like to—did not know what he was 

alking about or else you are in error. 

( i 1 Syumes. I believe the Secretar y last vear was talking about 
the amount of equipment subject to attrition, that wears out. In the 
particular instance we are talking to now 

Mr. Passman. That is exactly what we have reference to now. If 
for the equipment, material, rep acement parts vou deliver to the re 
C pie nt country, the de prec lation across the hoard is only LO percent, 
then we wonder about $385 million in the original request. We go 
back to the very inflated or increased figure of S615.045.000.  1f you 
Want to talk about spare parts, all right: but if what Mr. Shuff has 
sald is true. then how could vou justify 8615,045.000 for force main 
tehance iN) 196] ( 

We are not going to be in a hurry, and we want to be as fair as we 
Can. Please take the hearimges vourself, and turh to page 153, and 
let us see just what the Secretary sid, Depres lation of military 
hardware. If what Mr. Shuff says is true—he testified for the pro 
graum—we would like to have some explanation as to why the force 
Maintenance requires $615.045.000 for fiseal 1961. 
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Can you reconcile Mr. Shutf’s statement with your request for force 
maintenance / 

General Parmer. Yes. Mr. Chairman. Mr. Shutf was talking, as 
vou have said, that the annual anecg ee out of the inventory each 
year, worn out, unfit for further use, is 10 percent. In other words, 
10 percent ot your inventor Vvi Sidhe “very year. 

This 90 percent you speak of that is in fine working order is being 
kept in fine working order meanwhile by the supply of repair parts, 
the repair work, everything that is done to keep it in shape. That 
has nothing to do with the 10 percent. The 10 percent of the stufl 
Is gone, worn out, no spare parts will do it any good. 

Mr. Passman. That is the part that has to be replaced, the part 
that is in this request, force maintenance request; is it not 4 

General Parmer. Maintenance includes spare parts, training, am- 
munition, missiles, POL, clothing and attrition replacements. More 
than half of the $615 million is for the Far East, one-fourth for the 
Near East, $89 million is for Europe. 

( Discussion off the record. ) 

Mr. Passman. Thank you, General. Will you endeavor to recon- 
cile for us these three apparent discrepancies, at least in opinions. 

In fiscal 1960 you requested $385 million for force maintenance, 
but the Congress reduced the total request by $300 million. Yet you 
programed $532 million. 

Then Mr. Shuff said last year, at page 463, in answer to a question: 

Do those of you who are familiar with the hardware in the military agree 
that, with the exception of ammunition and supplies of that type. 10 percent 
is about the average depreciation per year? 

Mr. Shuff replied : 

I would think yes, Mr. Passman. 

Then the question : 

Does that not indicate that once supplied with most of this material, if it is 
properly supervised and maintained, the cost annually for replacement wil 
become less and less, short of a war? 

Mr. SHurFr. That is right. 

This year you are increasing the request to 615,045,000, We 
cannot reconcile Mr, Shuff's testimony and the reason for the increased 
request. Please give us a statement so we can reconcile those con- 
flicts. 

General Parmer. Very well, sir. 

(The information supplied follows:) 

The increase from $385 million for force maintenance as shown in the fiscal 
year 1960 congressional presentation documents to $532 million in the current 
fiscal year 1960 program resulted from two conditions. First, in an effort to 
pare the request to the minimum, the requirement for spare parts was underesti- 
mated by over $100 million. The increased requirements have been verified as 
being essential to maintain the combat readiness of allied forces at an acceptable 
level. Second, because support from other sources did not materialize at the 
level anticipated, it was necessary to increase the program in certain countries 
for such items as petroleum, oil, and lubricants (POL). Again, this increase 
was necessary to maintain an acceptable combat readiness. These increases 10 
force maintenance were met from reductions in planned force improvement 
projects. 

The force maintenance figure of $615 million for fiscal year 1961 includes 
initial issue spare parts for new equipment to be supplied. Last year these initial 
issue spares were carried as force improvement. The $615 million includes 
$66 million for such initial issue spares. The remaining increase of $17 million 





tor f 


‘reas 


flying 
spent 
fiscal 


In fi 
reser 
fisca 
train 
these 
oun 
also 
As 
that 
196 
sum 
iski 
of @ 


nh 


Ol 


ot] 


he 


rv force 


ING, as 
ry enel) 
words, 


s being 
Y parts, 

That 
ie stuff 


le part 


if, am- 
More 
for the 


recol- 
inions, 
*sTLance, 
‘et you 


eStion : 


Y agree 
percent 


if it is 
nt will 


We 
reased 
e con- 


e fiscal 
‘urrent 
Tort to 
leresti- 
tied as 
pptable 
at the 
untries 
icrease 
ases in 
vement 


icludes 

initial 
eludes 
million 


2347 


fur force maintenance over fiscal year 1960 is explained by a $12 million in- 
crease in POL needed to support high performance aircraft and an increased 
flying program. This increase was necessary to obtain full return on the dollars 
spent to place this equipment in the countries. There also is an increase in 
fiseal year 1961 over fiscal year 1960 of $10 million in training ammunition. 
In tiscal year 1960 part of this requirement was met by drawing down war 
reserves—a dangerous practice which should not be continued. In addition, in 
fiscal year 1961 we must provide more ($7 million over fiscal year 1960) for 
training launchers of expensive missiles in units recently equipped. Offsetting 
these increases is a reduction of $12 million in follow-on spare parts due to 
countries meeting more of these requirements from their own resources. There 
also are small offsetting increases and decreases in other categories. 

As to the replacement of hardware other than “ammunition aml supplies of 
that type,” the fiscal year 1961 program is reduced in comparison to fiscal year 
10. Excluding items such as ammunition, spare parts, POL, and similar con- 
sumables, the program in fiscal year 1960 amounts to $213 million. We are 
usking for $210 million for these same items in fiscal year 1961 for replacement 
of equipment. Both of these figures are far less than 10 percent of the hardware 
on hand which we have supplied and which is subject to depreciation and 
eplacement. 


ALLOCATIONS TO COUNTRIES FOR FORCE MAINTENANCE, FORCE IM PROVE- 
MENT, ETC. 


Mr. Passman. We should like to receive a table showing what each 
ountry is receiving for force maintenance, force improvement, and 
other factors making up the total. 

Colonel Symmes. That already is provided in the presentation 
books. 

Mr. Passman. What page / 

General Parmer. To provide what you want, we will have to go 
through the book. 

Mr. Passman. Please do that, and give us a complete table. 

(The information is classified and has been furnished to the com- 
mittee, ) 

MULTILATERAL COST-SHARING PROGRAMS 


Mr. Passman. Multilateral cost-sharing programs are budgeted 
for $180 million, of which one of the largest increases seems to be 
20 million for the NATO infrastructure program. Would you 
comment on the necessity for this increase 4 

Mr. Suaw. The estimate of obligations required for U.S. contri- 
butions to NATO infrastructure in 1961 is based upon the estimate of 
the approved infrastructure projects which will be authorized for con- 
struction in that fiscal year. 

The estimate is first made by the international staff, NATO inter- 
national staff. It is reviewed by our representatives in Paris, and it 
is verified here in Washington. This is a fair estimate of the ap- 
proved work—that is, work that has been approved by the NATO 
Council—whieh will be obligated in fiseal 1961. 

Mr. Passman. What amount did you program for the same cate- 
gory 1n fiscal 1960 ? 

Mr. Srraw. $70 million. 


SUBPROGRAM INCREASES IN REDUCED TRAINING PROGRAM 


Mr. Passman. The training program estimate shows an increase 
of $20.5 million over what is now programed for fiseal year 1960 








but an increase of about $28 million over what was requested for 


1960. Would you comment on that / 

Mr. Suaw. Mr. Chairman, the training program is subject to 
adjustment constantly. The requireme nt increases as deliveries of 
newer equipments are made to the recipient countries from prior year 
procurement programs. Now that we are in the area of IRBMs 
in Italy and in Turkey, the training necessarily reflects the increased 
costs of those programs. 

Mr. Passman. You have decreased the overall program, but for 
the subprograms within the major program you are showing very 
substantial increases. This is a little difficult for us to reconcile, 

If we consider the overall program for fiscal 1960, the year we are 
in now, the Congress reduced the overall request by $300 million. 
This is the second program within the overall program for which 
we find you have programed greatly in excess of the original request. 

If you had programed less, we could have understood that; but 
you had your overall request cut, vet this is the second in the last few 
minutes where you have very substantial increases in the subprograms 
within the total. 

Your overall request was 8385 million in force maintenance and 
even after Congress made the reductions, you still programed $532 
million. 

Then we go right along to the training costs, and we run into the 
same thing, where the request was $90.4 million, vet you programed 
$97.9 million. 

General Patmer. I think fiscally, as far as arithmetic is concerned, 
these worldwide adjustments for funding 

Mr. Passman. We have to let the record speak for itself, 


PLANNED METHOD OF FINANCING MILITARY ASSISTANCE PROGRAM IN) 1960 


How do you plan to finance this increased program—speaking of 
the overall now—when the total estimate for military assistance In 
1960 was reduced by 8300 million / 

Mr. Suaw. The nonregional portion of the program is practically 
mandatory because of the bilateral and international agreements the 
United States has made with other countries. Included in this non- 
regional section to which the chairman has been referring are ad- 
ministrative expenses, which are a fixed charge and we cannot change 
it. International Military Headquarters and agency contributions 
from the United States are required because of decisions made at the 
international level. We must meet the demands upon us for con- 
tributions which are in accordance with prior approved cost-sharing 
programs. 

So it goes down the line. Infrastructure. Our support of our 
NATO maintenance and supply service agency—these charges must be 
met from whatever funds are available to us. Adjustments are mide 
in the balance of the program in order to meet these obligations. 

Mr. Passman. There is such a wide variance. Of course, in marking 
up the bill we do so upon the basis of the presentations to the com- 
mittee. It only follows that we would have to receive some kind of 
explanation when the overall request has been made, and yet, in some 
instances, the two we have just. referred to, even after the reduction, 


you had increased the programs within the overall] program substan- 
tially. 


} 
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General Patmer. The answer, I think, lies in the individual coun- 
tries, Mr. Chairman, where there was a reduction of $361 million, ap- 
proximately $361.5 million, in the programs you go through on a 
country-by-country basis. 

Mr. Passman. The 1960 request for force maintenance was $385 
million, but you found $532 million. Could you tell us to what coun- 
tries you allocated the additional $147 million for maintenance / 

Mr. Suaw. We can provide that report. 

Mr. Passman. Do you not have that with you? Do you keep an 
itemized list of how these funds are allocated 4 

Mr. Suaw. Will you repeat your question, please / 

General Pater. I understood you wanted it country by country, 
where the increase in force maintenance was applied. 


INCREASES BY COUNTRY FOR FORCE MAINTENANCE FOR 1960 


Mr. Passman. That is correct. You increased force maintenance, 
the program for fiscal 1960, $147 million beyond the request for fiscal 
1960. What countries received, and the total for each country, the 
$147 million you took out of some other part of the program and added 
to force maintenance / 

Mr. Crawrorp. I have changes in the country figure totals between 
the request for 1960 and the current 1960 program. 

Mr. Passman. That is $147 million ? 

Mr. Crawrorp. I have the individual countries. 

Mr. Passman. What are they, please / Name of count I"y and 
amount. 

Mr. Crawrorp. The first figure will be the figure that was in the 
congressional request last year. The second figure I will name is the 
figure in the book for this year, for 1960. 

Mr. Passman. I do not believe lam getting through. You increased 
fiscal 1960 by $147 million above your $385 million request. We want 
to take the $147 million increase, and we want you to tell us to what 
hations you gave the increase. 

Mr. Crawrorp. That I cannot do from my records. I can tell you 
the total increase or decrease in individual country programs, but 
how much of that is attributable to the difference between the two 
force maintenance figures I do not have with me. 

Mr. Passman. Thank you, sir. 

Mr. Gary. Mr. Chairman, will you yield at that point / 

Mr. Passman. Yes, sir. 

Mr. Gary. Did you ask from what items the money was transferred 4 

Mr. Passman. I will ask the question again. From what funds did 
you transfer the money? Can you give us that information now 4 

Mr. Crawrorp. I can show you what programs suffered a reduction. 


COUNTRIES SUFFERING DECREASES IN) 1960 PROGRAMING 


Mr. Passman. Tell us what funds they came from, and tell us what 
countries suffered. 


Mr. Crawrorp. Denmark, we requested million. Our cur 
rent figure is $35.1 million. 


Mr. PASSM AN. Hlow did they suffer ? We would like Lo have that 
for the record, because we also have a report on Denmark. Let us see 
if yours coincides with ours. 
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Mr. Crawrorp. [ am not in position to answer that. 

Mr. Passman. | do not think you should have made the statement, 
if I may say, I want to be polite about it, unless you have something 
to back it up. 

Mr. Crawrorp. | have individual country figures. 

Mr. Passman. You said they suffered. Allright. Next one. 

Mr. Crawrorp. France, - 

Mr. Passman. For Denmark you requested ———— million. You 
reduced it to $35.1 million. Out of what program n did you take it for 
Denmark / 

Mr. Crawrorp. | am not prepared to answer that. 

Mr. PassMAN. Next country. 

Mr. Crawrorp. The answer can be supplied, sir, but 1 am not pre- 
pared to supply it. 

Mr. PassMAn. ‘This idea of supplying for the record is tantamount 
to recommending funds on the basis of faith. You gentlemen are here 
testifying for this program, and the need for the program. T oe com- 
mittee would expect that you have information, especi: lly if it is 
pertinent and dealing with the program for the very fiscal year in 
which we are operating. Do you have any other countries you can 
indicate from which you transferred funds / 

Mr. Crawrorp. For France the amount of the congressional request 
Was . The current figure is $386.5 million. 

Mr. Passman. That is the program. Can you tell us how France 
sutfered ¢ 

Mr. Crawrorp, I will try. 

Mr. Passman. All right, sir. 

Mr. Crawrorp. Let me say this, sir. 

Mr. Passman. Would your own records indicate that this was paper 

uffering, and not real suffering’ I respectfully refer you to page 
65 of your own justifications. Denmark had $21 million in 1959; in 
1960, 335 million. Was it not a paper reduction / 

Now we will go to France. For 1959, $85,795,000. Your figures 
here show a very slight increase in 1960. It would appear that this 
Was paper suffering, and not real suffering: no cut made in the 
program, 

Mr. Murriy. | understand you wanted to know how did the pro- 
vram we carried out in fiscal year 1960 differ from the program we pre- 
sented to you last year. 

Mr. Passman. That is not the question. You gave that informa- 
tion. We want to know how they suffered by the transfer of these 
funds. 

Mr. Murrny. The bY suffered by the deletion of items in the proposed 
fiscal year 1960 program which could not be supplied because the full 
umount of funds requested were not appropriated. We have last 
year’s book here, Mr. Chairman. 

Mr. Passmawn. In each instance the countries received more money 
than your origin: : plan. 

Mr. Mureny. But less than programed. 

Mr. Passman. That is true. Some of these countries are going to 
indicate they received all the equipment they could utilize; and some 
of the very countries we are talking about now have an excess avail- 
able to be shipped into other countries, and some of them indicate that 
they received more than they requested. 
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What is the latest information as to France’s decision not to accept 
American stockpiles of atomic weapons on French soil ? 
lent, General Parmer. There has been no change. It is still under nego- 


hing tiation. 
Mr. Passman. Has the United States as a result of France’s de- 
cision evacuated any Air Force units to other European countries? 
General Paumer. The United States withdrew nine air squadrons 
' from France to other countries in the fall of 1959. 
You Mr. Passman. Would you indicate for us the cost reduction in- 
for volved in this decision on the program for France? What is the 


present estimate of cost of such redeployment 4 
General Parmer. Of course, this is not financed from the military 
assistance program. I would have to get that information from 
pre- other sources in the Department of Defense. 
Mr. PassMANn. We are programing funds for France out of this 
unt rogram ; are we not ? 


here General Paumer. We are programing this program which con- 
a tains-———. That is classified information. 
ib Mr. PassMan. You may take it out of the record. 
rin 
= AFRICA 
| 
Hest \DDITION OF COUNTRIES IN 1960 PROGRAM AND INCREASE FOR 1961 
| . “nf . . . . a e 
nee Last year the justifications indicated a program of ——— for Africa 


in fiscal year 1960 for only one country. This year the justifications 
indicate a program of $13.1 million for six countries in 1960 and a 
proposed program of $18.2 million in 1961. What were the circum- 
stances that justified the addition of five countries in fiscal 1960, and 


per what is the necessity for the increase of $5 million in fiscal 1961 4 
age General Patmer. The question really should be answered by a repre- 
; in ntative of the State Department, I think, since the Sec ips ry of 

} State has the statutory right to determine where there shall be mili- 
ires i assistance programs and what the amount of them shall be. 
this Mr. Passman. Would it be classified to indicate for the record if 1 
the is for polit ical reasons ¢ 

Mr. Mureny. Mr. Bell is here, Mr. Chairman. 
rO- Mr. Passman. Would you care to comment, Mr. Bell 
re - Mr. Bein. You are talking about Africa, Mr. Chairman ? 

) Mr. Passman. I merely named the number of countries. If we can 
na- | keep from it, I do not intend to have all this material deleted from 
ese | the record. 

Mr. Beit. I will be glad to speak to it, if I may. 
sed Mr. Passwan. Thank you. 
Full | Mr. Bett. The countries in question here in Africa for which mili- 
ast tary assistance has been proposed for 1961 are Ethiopia, Liberia, 


Libya, Moroecco— 


} 
ley Mr. Passman. We are talking about 1960, I believe. We led off by 
asking vou to comment on 1960. 

Mr. Brix. I believe the same countries are involved: Ethiopia, 
to | Liberia, Libya, Morocco, Sudan, Tunisia. In each of these cases 
me | I think it is fair to say the primary motivation for providing assist- 
ul- | ance was political rather than essentially military. 
at 53909—60—pt. 267 
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Mr. Passman. I do not think it is necessary to go further, 
do you? 

Mr. Anprews. Mr. Chairman, may I ask this / 

Mr. Passman. Mr. Andrews. 


then; 


UNDISTRIBUTED TRAINING 


Mr. Awnprews. On page 106 vou have undistributed listed at 
$17,000. What is that for / 

Mr. Beri. Which country / 

Mr. ANnprews. Undistributed, down at the bottom, following 
Tunisia. 

Mr. Bextx. I do not know what the undistributed figure refers to, 
$17,000. There are no other countries in Africa 

Mr. Anprews. Is that kind of a contingent fund for Africa? 
$25,000 instead of $17,000. 

Mr. Bett. That is training cost applicable to the program as a 
whole. 

Mr. Anprews. What kind of training? 

Mr. Betz. Military training. I am not certain of the answer be- 
cause I do not know what this number means. I can say these are the 
only six countries in Africa to which military assistance is going. 

General Parmer. That appears from page 129 of the black book. 

Colonel ENemark. That is primarily for mobile training teams and 
technical representatives in the African area. 


Near East anp Sournm Asra 


Mr. PassMan. You are requesting a total of $457.9 million for the 
Near East and south Asia region, compared to a program of $2548 
million in fiseal 1960. Is there a valid reason for the increase of $203 
million for this area, or is this also for political reasons ¢ 

General Patmer. No, sir: I think this is essentially military. There 
is a smal] amount for training in — , which is basic ally political, 
but in the case of Greece, Turkey, Pakistan, those are 100 percent 
military, I would say. The Lebanon and Saudi Arabian programs 
are probably more political. 

Mr. Passman. I asked that question specifically because this is 
almost a hundred percent increase. 

General PaLmMer. Yes, sir, it is. 


Far Easr 
NEED FOR INCREASE FOR 1961 


Mr. Passman. For the Far East region you are requesting $692.3 
million, compared to a program of $563.7 million in 1960. Would you 
care to comment concerning this increase, especially so as the MA AG 
chief in one of the larger recipient countries, I believe, indicated 88 
percent of all equipment shipped to them is on hand, available and 
ready for use? That, too, you are privileged to see. 


General Parmer. The large elements in this are China. that is, 
Taiwan 
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Mr. Passman. Incidentally, that is the country to which I refer, 
where we had hearings with the MAAG chief, 

General Paumer. I realize that, Mr. Chairman—(continuing)- 
and Korea are certainly essentially military. In the others there is a 
mingling of political and military motive, in that we are obliged at 
the same time to try to improve their military forces and try and 
improve their political stability and resolution. 

I would say basically that the great bulk of this is military. 


CONFLICT OF TREATIES ON USE OF JAPAN AS MILITARY BASE 


Mr. Passman. On page 7 of the justifications, I note the statement 
that the Japanese Treaty permits the United States to continue to 
maintain important military installations, which will permit our 
forces to retaliate instantly in the event of an attack. 

Does not our new mutual security treaty with Japan require con- 
sultation with Japan before our Japan-based forces can go into com- 
bat in the Far East ? 

General Patmer. I believe that is correct, Mr. Chairman. That is 
to say, before they can use Japan as a base. 

Mr. Passman. We are dealing with policy but, nevertheless, you 
are asking for an appropriation. Does not one conflict with the other, 
using the justifications and your reply It is on the bottom of page 7 
of the justifications, and it goes up to the top. 

In all probability, in any adjustment made to improve the program 
it would be claimed Japan can retaliate instantly, whereas, you actual- 
ly have under the proposed mutual security treaty with Japan re- 
quired consultations before Japan-based forces can go into combat. 
The justifications conflict with the present policy y. 

General Paumer. I would like to ask Mr. Forman to speak to that. 

{ Discussion oft the record, ) 


Latin AMERICA 


ADDITION OF COUNTRIES IN| 1960 PROGRAM 


Mr. Passman. In Latin America I noted the addition of three new 
countries in the 1960 military assistance program which were not in- 
cluded in the budget presentation last year. 

Would you comment as to why these three countries were added 
tothe program seen tothe presentation to the Congress. If you 
would prefer that I address myself to Mr. Bell of the State Depart- 
ment, I shall do so. Could that, by chance, be political ¢ 

Mr. Bett. Mr. Chairman, I have not yet succeeded in identifying 
all three countries, but I think the first is Argentina. 

Mr. PassMman. Take your time and identify them. 

Mr. Bei. Argentina is certainly one. 

Mr. Passman. Now the other two. 

General Parmer. Page 26. 

Mr. Benn. El Salvador. 

Mr. Passman. Will you not admit that it is a little confusing for 
you to request funds, and you do not include the countries, but at 
& subsequent date, for political reasons, you put them in, and you 
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cannot even tell the committee, without a lot of research, what coun- 
tries you put in to receive money on a politica] basis? 

Let me supply the names of the countries and you can tell me if 
I am correct—Argentina, Costa Rica, E] Salvador. 

Mr. Beit. I would say, of those three, Argentina perhaps had a 
political basis. 

Mr. Passman. I am taking the responsibility for reading the three 
I have just named. Would you verify it? I might help by referring 
you tothe page of the book where you may find them. 

Mr. Bexu. I will verify those three had military assistance for 
1960. 

Mr. Passman. Page 26. You have a book there. Just verify it. 
T am glad to be helpful when I can. 

Mr. Betz. Thank you very much. 

Mr. Passman. Is that correct ? 

Mr. Bei. Yes, sir. 

Mr. Conte. Will the chairman yield? 

Mr. Passman. Yes. 

Mr. Conrr. You do not have any program for Argentina or for 
Costa Rica for 1961? 

General Parmer. Not in 1961 

Mr. Contre. The justification shows no program ¢ 

General Pautmer. That is correct. 

Mr. Passman. Would you tell us the amount of funds you obligated 
for these three countries? As they are classified, give the total for 
the three. If you put ot three together, they are not classified, are 
they ¢ 

General Parmer. No, sir. I do not think we could report obliga- 
tions in fiscal 1960. 

Mr. Passman. Allocations, please. 

While they are looking that up, is it not true that there was an un- 
intentional inaccurate reply to the gentleman from Massachusetts’ 
question? I believe your justifications on page 281 indicate to the 
contrary. Am I correct ? 

General Patmer. No, sir. 

Mr. Beit. That is “Training programs, undistributed.” 

Mr. Passman. It is1961. It ison page 281. 

Colonel Enemark. That is the training program. 

Mr. Passman. It is the military assistance program. It could 
have been training last year. I think you had it for the same pur- 
pose last year as for which you are requesting it this year. 

Gentlemen, if you will merely verify what I read into the record, 
that you do have money for the program in 1961, before we recess! 
Iam referring to page 281. 

Mr. Crawrorp. The figures on page 281 represent a very highly 
tentative distribution of a training program, so tentative it was not 
believed advisable to attribute them to specific country pages, yet we 
thought in fairness we should list them as our best guess at the time. 

Mr. Passman. We are not supposed to discount what you put 
in————.. Thisis fiscal 1961 program. 

Your total figure for Latin America is $1,275,000, to provide 
training. 

Mr. Crawrorp. It is much more tentative in its distribution than 
normal materiel programs listed on a country basis. 
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Mr. Passman. You would not want us to act on that basis, would 
you? You either have money in that or you do not. If you have 
money, we can say you have money for the military program. 
Whether it is used for one purpose or another, it is the same. You 
had money for last year; you stated you had money last year. We 
merely asked the question. You said, “No,” and we found you did 
have. We are merely trying to verify the fact for the record. 

General Parmer. You are quite right, Mr. Chairman. 

Mr. Passman. Thank you very much, General, for verifying it. 
We shall recess now until 1 o’clock. 

Mr. Passman. The committee will come to order. 


DELIVERY OF MILITARY EQUIPMENT TO COUNTRIES IN EXCESS OF USE 
CAPABILITY 


Pages 9, 10, 11, and 12 of the justifications indicate the criteria 
under which this program estimate is formulated. On page 9, para- 
graph 1(b) states: 

Take more fully into account individual country capabilities to make effective 
use of materiel if supplied under grant aid, as well as their capabilities to 
obtain requirements from sources other than MAP grant aid. 

The committee, I am sure, is in complete agreement with that state- 
ment. However, as you are no doubt aware, the GAQO, within its 
staff capabilities, audits the military assistance program in selected 
countries, and has submitted to the committee since January 12, 1960, 
five reports on the military assistance program in Italy, Japan, Korea, 
Pakistan, and Turkey. In each one of these reports one of the major 
criticisms is that the military assistance program is delivering mili- 
tary equipment to the country in excess of the capability of such 
country to make effective use of such military assistance. 

The audit report on the — program, for example, indicates 
that you have delivered aircraft to ———— in excess of the available 
qualified pilots. 

Would you comment concerning these criticisms of the GAO on 
your program, particularly the program in ———? 

General Paar. It probably was raised in the February 1960 
GAO report to Congress, and the reply is that this survey was made 
in September 1958 and it was correct that at that time, due primarily 
to a shortfall in pilot training, there was a shortage of pilots. T he 
current ——— training capacity meets the buildup. The status which 
it was reported would exist in March 1961 was that there would be 
—— pilots and ——— aircraft, and that by March 1962 there 
would be- ——- pilots and ——— aircraft. 

Since the report in September 1958, ——— returned to U.S. ¢ ‘ustody 
45 F-86F aircraft which have been redistributed to other countries in 
MAP, and the ability to train pilots and other personnel is no longer 





a detriment to the buildup of the - —— force. 
Mr. Passman. But the answer would be that you did deliver air- 
craft to in excess of the capability of that country to make 


effective use of such military assistance? Is that a correct stateme ont? 
General Pater. I do not think it is entirely fair to say that the 
planes were delivered in excess of the anticipated requirement, but 








there was a shortfall in pilot training so that when they brought 
planes and pilots together there were more planes than pilots. 

Mr. Passman. It was my impression that the two went hand 
hand. As we had made substantial reductions in this program in the 
past. we were somewhat surprised to learn that you had _ sufficient 
funds to deliver planes in excess of the capability to use them. The 
(FAQ report states that— 


In September 1958, 45 F-S6F planes were in permanent storage and 113 were 
in temporary storage. At the same time there were also 20 T-33 planes and 5 
(46 planes in permanent storage and 47 T-33 planes in temporary storage. 
The MAAG has estimated that there will be very little improvement in this 
situation through March 1961. 

And, if I may go on, at the bottom of the page, the GAO report 
states further: 

The MAAG forecasts that will have 101 F-S6F planes excess to re- 
quirements and an additional 64 which will be only partially utilized. At the 
same time it is anticipated there will be 50 excess T—33 planes. 

That isasof March 1961. 

General Parmer. The facts, as T am informed of them, is that 1 
March 1961 there will be 443 pilots and 429 aircraft. 

Mr. Passman. Are you redistributing some of these planes declared 
in excess of the needs of -to other countries / 

General Parmer. That is right, 45. 

Mr. Passman. Would that fact not indicate they were furnished 
hastily, especially so when that country has been going along nicely 
vith improving its economy 4 I think we even had atrade deficit with 
them. It causes the committee some concern when, even after sub- 
stantial reductions in funds, we find you had sufficient money to be 
able to provide this many planes for one country and place them in 
storage. Would that not indicate a degree of wholesale dumping out 
of this military assistance program ? 

General Pater. I do not think so. There is bound to be, in a pro- 
oram of this sort, a certain amount of unevenness In the distribution, 
which you endeavor to adjust by your redistribution program. But 
in any ease, the phasing in of all the aspects involved in the purchase 
of planes and the training of pilots and maintenance crews did not 
eome out evenly. 

Mr. Passman. Would it be fair to say these planes were supplied 
out of excess, or out of on-hand stock of the milit: ary ? 

Mr. Snaw. We are talking about F-86’s? 

Mr. Passman. Yes. 


Mr. Suaw. They were not excess at the time they were shipped to 


Mr. PassmMan. Then it would indieate vou had sufficient funds to 
fund this program in fiseal 1958, otherwise you would not have had 
the excess pl mes, 

Is that a statement of fact, that you had sufficient funds in the mili- 
tary assistance program to prov ide a surplus, rather than incurring 2 
deficit ? 

General Patmer. In this particular item I would say ves. 
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EXCESS SUPPLY OF TIRES AND TUBES REQUISITIONED FOR JAPAN 


Mr. Passman. We find in the GAO reports that the Defense De- 
partment had allocated $55 million of tires and tubes, a 4-year supply 
for Japan, even though they had no place to store them. 

Would you comment on that situation / 

General Panmer. Yes, I would be glad to comment on that. 

Mr. Passman. Is it true that the Defense Department had scheduled 
for the military assistance program $55 million in tires and tubes, a 
4-year supply for Japan, and they ee no place to store them, and 
the order was later canceled and a 1-year supply planned 4 

General Paumer. I think this cepsatien was probably made 
1957, sir. The review by the GAO was in January-March 1958. [tis 
correct that the military assistance depot in Japan had requisitioned a 
total of tires and tubes valued : approximately 855 million, as you 
Say. These tires and tubes were naan as eXCess and woul | not 

have cost the muilit: ary assistance program anything but the hecessary 
shipping and crating and so forth. 

Mr. Pass Ne But it follow S.. nevertheless, it had cost the taxpayers 
S)d million to create that excess / 

General Parmer. No. The excess was earn to exist at the time. 
It hac cost the taxpayers S55 million at some earlier date. As a mat- 
ter of fact, the tires turned out not to he excess, Of the total requisi- 
tioned, only 5000 were actually excess. It is correct that the GAO 
eriticized this and disagreed with the procedure, and therefore the 
procedure was changed to four annual requisitions. Tlowever, only 
S000 of these tires were actually excess and were shipped on the 
basis of the original requisition. 

Mr, PassmMan. By “excess.” the people in the Far East had gained 
the IMpressio mn they coule L acquire the $55 million of tires and tubes 

Without paying for them 4 

General Parmer. That they could acquire them without paying for 
them and because of the shortage of storage in the United States they 

would be sold. if they were hot sent, so this was a Way to save money 
inthe program. 

Mr. Passman. That is nota very sound reason, that we did not have 
acleq ui ite storage in the United States so we sent them to the Far Kast 
where we still did not have storage. We have to pay for the storage 
there as well as in the United States: do we not / 

General PaLMer. It is cheaper there than here. The fact these were 
excess leads me to belie mo although there is no notation to this effect, 
they were not ot a type | eC Ing us sec or were a size ho longer in use on 
the m ye ary vehicles in use in the United States. You understand, I 
know, s - that we no longer have any World War IL vehicles in any 
inve ntory of any of our services in the United States, so it e a tremen 
dous drain on the Army be they have to keep parts and tires, and so 

forth, for the World Wa ‘II ve thicles here in the United States. The 
cost, as Mr. Ford eres is terrific. 

Mr. Passman. But it follows, nevertheless, that the logistic people 
in the Far East requisitioned $55 million worth of tires, beliey Ing they 
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were in excess and that they could get them without any cost, and at a 
subsequent date it was established the ‘y were not in excess and the order 
was canceled; then they were allocated at least a 1-year supply, subse- 
quent to that cancellation / 

General Patmer. Yes. 

I may have confused you a little as to the sequence of events. The 
criticism of GAO was accepted as correct in the Far East. The Army 
accepted that there had been an error in judgment and corrected that 
error in judgment with four requisitions for 1 year each. 

Mr. Passman. Are they also correct in the report about these 45 
F-86F planes in permanent storage and 113 in temporary storage? 

General Parmer. I do not think Iam prepared to answer the details 
onthis. I will accept it as a statement of fact. 

Mr. Foro. Mr. Chairman, may I ask a question at this point ? 

Mr. Passman. Mr. Ford. 

Mr. Forp. Do we have in the record the kind of tires involved, when 
they were procured / 

General Patmer. Our information does not give that, I 
believe. 

Mr. Forp. It might be helpful to have in the record the kind of tires 
that were involved in this situation, when they were procured and for 
what purpose, and in addition why they became excess to the service 
needs. 

General Patmer. I will be very glad to supply that for the record. 

(The information follows :) 


do not 


Question. What kind of tires were involved in this situation? 

Answer. The tires requisitioned by the depot in Japan were all for World 
War II-type vehicles in the hands of MAP recipient country forces in the Pacific 
Command area. Approximately 90 percent of the tires requisitioned were for 
the three major general purpose vehicle types: 14-ton truck, *4-ton 
earrier, and the 214-ton cargo truck. 

Question. When ‘were these tires procured ? 

Answer. The tires were procured between 1952 and 1955 in connection with the 
large procurements associated with the Korean conflict. 

Question. For what purpose were these tires procured? 

Answer. Tires were procured during this period for use by the U.S. Army in 
Korea and elsewhere in the world, for supply of U.N. forces in Korea, and for 
supply against certain MAP requirements worldwide. 

Question. Why were the tires excess? 

Answer. The requirements for which the tires had originally been procured 
sharply declined as a result of the cessation of active hostilities in Korea and a 
reduction in troop strength in the Far East and in Europe. Also, by 1957, the 
U.S. Army had divested itself of the older World War II-type vehicles, which 
had been supplied to the military assistance program countries, and had re- 
placed these vehicles with the newer M series vehicles. In some cases the older 
type tires were not usable on the M series vehicles and thus tires for those World 
War II-type vehicles became excess to U.S. Army requirements. Examples are 
the 2% o-ton World War II truck which takes a 7.50 by 20 tire whereas the M-34 
and M-35 trucks which replaced it takes 11.00 by 20 and a 9.00 by 20 tire, 
respectively. The World War II 14-ton jeep takes a 6.00 by 16 tire whereas the 
M-38 jeep which replaced it takes a 7.00 by 16 tire. 


wea pons 


Mr. Passman. Is it not true that it developed they were not excess! 

General Parmer. Only 3,500 of the tires were excess. 

Mr. Passman. Can you give us the value of the 3,500 that were in 
the category of excess? 


General Parmer. That is not shown in here. I will supply it. 
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(The information follows :) 


The acquisition value of the 3,500 tires was $141,000. These tires were de- 
livered from excess stocks at no cost to the military assistance program. 

Mr. Ruopes. Mr. Chairman. 

Mr. Passman. Mr. Rhodes. 

Mr. Ruopes. Would it be possible that these F—86’s became excess 
as a result of upgrading or modernizing our own Air Forces in the Far 
East ¢ 

General Patmer. No, I do not believe so, Mr. Rhodes. I could check 
that. 


ORIGIN AND COST OF F—-86 PLANES DELIVERED TO MAP FOR FAR EAST 


Mr. Ruopes. I think it would be helpful if we could have a report 
on the F—-86’s delivered to the MAP program in ———— as to their 
origin and cost. 

Mr. PassMan. Yes. Would you supply that for the record ? 

General Pater. Yes. 

(The information follows :) 

The F—-S6F aircraft provided to ———— came from U.S. Air Force service stock 
in the United States at a unit price of $216,677 each. 

Mr. Passman. The GAO report on Pakistan indicates that the mili- 
tary assistance program “wasted” several millions of dollars in mili- 
tary construction costs by providing facilities to which the Pakistan 
Army was unaceustomed, and such facilities were deleted from the 
program only after the Pakistan Army brought this to the attention 
of the MAAG group. 

How do you reconcile this comment of the GAO with your guide- 
line on page 9, which is: 


The unit or installation is necessary under austere standards * * *. 


Would you reconcile those for us? 

General Pautmer. I think the reconciliation is probably a plea of 
guilty on this. The question of what our austere standards were 
apparently was different in the minds of the engineers who did the 
desion and in the minds of the Pakistanis who brought it to the atten- 
tion of the American authorities. This was corrected as soon as pos- 
sible, but it was a mistake, unquestionably. 

Mr. Passman. Thank you, General Palmer. 


JOINT CHIEFS OF STAFF APPROVAL OF FORCE LEVEL DETERMINATION OF 
SELECTED COUNTRIES 


On pages 13 through 24, you have indicated the force level deter- 
mination of selected countries. 

Have the Joint Chiefs of Staff approved each one of these force 
levels? 

General Pater. I think that the answer is yes. 

Mr. Passman. Could the record show positively that the Joint 
Chiefs of Staff approved each one of these force levels? 

General Pater. As recited in the book here, yes 
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DECREASE IN SPANISH FORCE LEVEL 


Mr. l’ASSMAN. In connection with the Spanish Army force level, 
i note a decrease is proposed from divisions. When is this 
reduction to take place, as I note the budget request for Spain is up 
by ¢ 

General Patmer. I would prefer to let that question go to the 
regional witness, General Miller. 

Mr. Passman. Is he present / 

Greneral PatMer. General igo is not here. 

Mr. Passman. We think it is a — pertinent question, if a de 
crease Is proposed | in the anil A Army force level from di- 
Visions, yet at the same time there is an increase in the budget request. 

Mr. Forp. Mr. Chairman, may I ask a question / 

Mr. PASSMAN. Yes. 

Mr. Forp. Were we supporting divisions in this country! 

General PatmMer. I am endeavoring to pass this on to the regional! 
vitness, Mr. Ford. 

Mr. Forp. | think the question is legitimate, hot necessarily here, 
but it certainly ought to be asked and answered. 

General PatmMer. I quite agree. 

Mr. Forp. As to whether we were supporting divisions and 
as to whether we are now supporting a lesser amount. I do not know 
the answer myself, but it certainly would appear to be a legitimate 
question when the proper time comes. 

General Patmer. I quite agree. 

Mr. Forp. It is true that there are forces over and above what we 
support in these various countries, and we are only concerned, I think, 
with the forces we support or help to support. 

General PaLMer. This is correct, but as to the extact details I under- 
stood the chairman "s que stion to be a reduction in the sup porte “1 forces. 
Your question I understood to be, Are there other forces in addition 
to those in the Spanish Army, for example ¢ 

Mr. Passman. These questions are prompted by your own justifi- 
cations. On page 14 you say- 

Ott the record. 

( Discussion off the record.) 

That is rather plain, and if that be true it is rather difficult to under- 
stand why you would ask for an increase. But we shall defer that 
question. 

Mr. Forp. May I say that as I read that sentence, Mr. Chairman, 
it leads me to be more inquisitive as to whether this is an overall 
reduction rather than a reduction in the forces we are supporting or 
helping to support. 

Mr. Passman. I think we should have a complete explanation. It 
would follow that they are dropping their force level while we are 
increasing our funds. There has been some rather strong testimony 
that in other phases of the bill there is no longer any economic justifi- 
cation for an appropriation. So trying to reconcile that with the fact 
they are dropping their own force level while we are increasing our 
funds, I think we need some expert explanation. 

General Paumer. I quite agree. 
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FINANCING OF EXCESS STOCKS 


Mr. Passman. May we ask, General Palmer, or any witness you 
may designate to answer, what is the Department’s definition of “ex 
cess stocks” ¢ 

General Parmer. Yes, sir. “Excess stocks,’ I believe, are defined 
in the law, section 545 of the Mutual Security Act of 1954 as amended, 
as equipment or materials owned by the United States which are in 
excess of the mobilization requirements. 

Mr. Passman. How are such excess stocks financed in the first 
place ¢ 

General Paumer. How were they originally acquired ¢ 

Mr. Passmanx. How are they financed in the first place / 

General Patmer. They were originally procured by the armed sery 
es, One or anothe rof the armed se ArVICeS, for its own use. 

Mr. Passman. Out of dollar appropriations / 

General Paumer. Out of dollar appropriations. 

Mr. Passman. But if these excess stocks serve a useful purpose, 
then they should be taken into account when arriving at the total 
amount of aid given under this program to any particular country; 
should they not? Should they not be broken down by country, and 
then included in the total for each country ¢ 

General Parmer. If I understand you correctly, Mr. Chairman, 
it is shown in the military assistance program for each country. It 
is shown in the 1959, 1960. and 1961 program and the cumulative 
deliveries. 

Mr. Passman. So often we are told that a certain anount of funds 
is being requested for the military assistance program, but when we 
put all the others in, some out of Public Law 480, some out of ex 
cess stocks, and so on, it makes the cost of the program much more 
than meets the public eye; does it not / 

General Parmer. Yes. The magnitude of the program is consider- 
ably greater than the annual grant of new obligational authority by 

he Congress to the extent of the things you have mentioned. 


UTILIZATION OF EXCESS STOCKS 


Mr. Passman. How do you utilize such stocks in a military assist 
anee program 4 

General Parmer. The excess stocks / 

Mr. Passman. Yes. 

General PaLMer. —- process of programing, of course, is an_In- 
terminable thing that goes on and on. The country MAAG puts ina 
tentative list, they vet an appraisal by the services of what might be 
provided from excess, and in the long run a certain amount of the 
really vast excesses of the three armed services, a small amount of those 
get transferred free to the military assistance program. 

Mr. Passman. General, I think you will find that the testimony 
given to us overseas in some of our hearings may be almost the 
opposite of what vou have just said. 

General PaumMer. I am not clear as to what particular aspect of 
what IT have said was contradicted overseas. 
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Mr. Passman. I think possibly you should have a look at the 
overseas hearings before we go into it. 

General Parmer. All right. 

Mr. Passman. Off the record. 

(Discussion off the record and short recess. ) 


VALUE OF EXCESS STOCKS IN 1961 PROGRAM 


Mr. Passman. What is the value of excess stocks which you pro- 
pose to utilize in the fiscal year 1961 program ? 

Mr. Forman. The total excess stocks to be utilized in the fiscal yea 
1961 are $44,044,000. 

Mr. Passman. How do we reconcile that figure with the informa- 
tion furnished on page 45, where you state it will be $77,219,000? 

Mr. Forman. That figure $77,219,000 is a composite figure. The 
word “excess” as used there is a misnomer. It consists of both excess 
stocks and redistributable property. The excess is $40,044,000 and 
there is $24,919,000 of redistributable property making a total of 
$64,963,000. In addition, as previously reported to the committee, the 
sum of $12,256,000 carried on the book 
erroneous, 

Mr. Passman. Do you have any key whereby this committee could 
cut that apart without asking the question. 

Mr. Forman. Do you mean for the excess ? 

Mr. Passman. We pick up your figure here of $77,219,000 in excess 
stocks. When we question you you use a figure of $40,044,000, and 
you give the redistributable property at $24,919,000. As we get into 
the individual countries will there be : any way whereby this « -ommittee 
may know that you have two items included, or must we ask the 
question to get it ? 

Mr. Forman. I think that you must ask the question. 

Mr. Forp. How can you forecast this far in advance what will be 
excess ? 

Mr. Suaw. Mr. Ford, the Military Department is in constant com- 
munication with the unified commands. The unified commands are 
aware of the future programing proposals under constant develop- 
ment. at the MAAG level. With this information the unified com- 
mands, have a capability to estimate what will be excess—what among 
the items being required might be furnished from the excess stocks. 
As you know, the excess stocks owned by the military departments 
are constantly changing in nature and quantity as new activities are 
undertaken in Defense. 

Mr. Forp. It would seem to me to be no more than an estimate. 

Mr. Suaw. The book is full of estimates, Mr. Ford. 


as excess for one country was 


MILITARY AND POLITICAL BASES FOR FURNISHING MILITARY ASSISTANCE 


Mr. Passman. General, in prior years, with few exceptions, in 
justifying the military assistance program, it has been done on the 
basis of equipping our allies so that they would join this country 
in an emergency. 

Now in going through the justifications this year we find many— 
and I repeat many—nations where the military assistance is being pro- 
vided on a political basis, and not on a military basis. Does that indi- 
cate—and I am perfectly honest in asking this question—that it could 
be in the future, as more and more nations cannot justify military 
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assistance on the basis of helping us in our security and their security, 
the major portion of it might fall into the category of political justi- 
fication, rather than military justification? I think there is such a 
large number that it would be well for us to find out whether it is 
going to be in the future that more and more of them might be on a 
political basis, and less and less on a military justification basis. 

General Parmer. I do not believe so. In the $2 billion program 
before the committee approximately one-half is for the NATO Alli- 
ance and countries in it; another 25 percent is in Korea and Nationalist 
China, and an additional 10 percent is in Ivan, Pakistan, Thailand, 
and Vietnam, so you have about 85 percent of the ee in about 
14 countries. All of the other countries that we are talking about are 
in the other 15 percent of the program and that includes countries like 
the Philippine Islands, Japan, Spain, and Brazil among the larger 
customers, so to speak. 

Mr. Passman. Spain, Ethiopia, Libya, Morocco, and Saudi Arabia. 

General Parmer. That is correct. I support the statement made 
here in the book on page 11 that the necessity for military base rights 
is a determining factor in many of these countries, 

In the South American countries where I perhaps leaned over hack 
ward to let the State Department speak a little earlier, the fact is that 
in all of those cases the units we support are committed to hemisphere 
defense under American command. The number of cases that could 
be determined to be called purely political and have no military sig- 
nificance at all are rather small and the amounts are rather small. 

Mr. Passman. That is true, but I think it has been said many times, 
and I think it is an accurate sti itement, that from little acorns big o: ak 
trees grow. And when you get the number of nations that fall in that 

category to maybe 14 or 15, ‘which is a third of the number of nations 
in the program, it only follows that it should be watched to keep it 
from getting away from control. Is that a statement of fact ? 

General P. ALMER. It has to be watched, and it has to be discussed 
on a country-by-country basis. For instance, Ethiopia is the favorite 
whipping boy for a political program, but as a matter of fact we 
have a most important base right agreement there which is worth a lot 
militarily. 

Mr. Passman. Could we not move out of Ethiopia and consider an- 
other country where we have entered into an agreement to pull forces 
out, and on the premise that we were coming out “the »y demanded a high- 
er rental? The military said they could not meet that, there was no 
justification for it ; but at a subsequent date it was decided to meet that 
dem: and, and they said that they could not do it militarily but they 
would give it to them out of mutual security. Is that a statement of 
fact ? 

General Parmer. I am not prepared to say on that. I do not think 
that I am a competent witness on that. 

Mr. Passman. The State Department gentleman appears to be 
ready for an answer. Is that a statement of fact, that they could 
not justify it on a military basis, and you took it out of mutual 
security 4 

Mr. Bert. I believe that you are talking about 

Mr. Passman. Yes. 

Mr. Bex. The military department has indicated their belief that 
the retention of that facility ——. 
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Mr. Passman. There may be all kinds of justification. I am just 
trying to get into the record whether it is a matter of fact that the 
military dropped their payment, then you moved over into mutual 
security; and you are Increasing it out of the mutual see urity fund? 

Mr. Bex. It istrue 

Mr. Passman. I think that I could go into several of them. We shall 
take up one more, Did you have a similar condition in Saudi Arabia, 
Where we said that there was no justification; and then, much to our 
surprise, about 5 o'clock in the afternoon on June 30, when they 
finally reached an agreement with Saudi Arabia, you said that you 
would vive them S25 million to extend our lease on the airbase : but you 
did not want it toshow that it was rent for aun airbase so you allocated 
the funds for some other project in the country. Are you familiar 
with that situation ? 

Mr. Betn. Lam. T would not call it without a justification. 

Mr. Passman. There was no military justification. 

Mr. Murruy. IT am very familiar with that transaction and I can 
assure you the transaction was under the certification of the Depart 
ment of Defense. Off the record. 

(Discussion off the record.) 

Mr. Passman. Let us say that it was the most vital one that you 
had. Off the record. 

( Discussion off the record. ) 

Mr. Murpny. Let us be sure that we are talkine about the same 
thing. 

Mr. Passman. I am going back 4 years ago. 

Mr. Murrny. I know you are. What I am trying to get across 
here is, maybe the United States Fave economic assistance to Saudi 
Arabia. Off the reeord. 

(Discussion off the record. ) 

Mr. Passman. Even though people may have thought that it was a 
form of extortion, or blackmail. 

Mr. BELL. May ladda word. Off the record. 

(Discussion off the record.) 

Mr. Passman. I do not agree with you. You certainly have a right 
to have your say. I think that in other instances, which we can pin 
point, you tr: insferred out of the milit: ary and let the mutual security 
program pay it. 

I think that the record will speak for itself. 

Now, did we agree in our hearings that there would be a recapitula 
tion of the countries in the ane uh receiving maillit: ary assistance / 
Can you give it to us by category, even though it is Classified or secret, 
and it will be used only Where we can use it, and certainly not on the 
floor’ Include the name of the country, the amount proposed f 
fiscal year 1961, and indicate in the recapitul: ition the countries — 
it is political and also indicate, please, the amount of excess equipment 
which will go into the country for which no charge is assessed against 
the 196] appropriation. Would that be too much trouble / 

Mr. Suaw. No, sir. 

Mr. Passman. Then, if you could, give it for 1959 and 1960 we 
will have 3 years. Would that information be unduly difficult to com- 
pile for us / 

Mr. Srraw. No. sir 
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Mr. Crawrorp. Of the countries involved I believe that there 


are ———— that have a classified figure as far as the grant military as- 
sistance is concerned. We will have to lump that and say that there 
are ———— such countries. ‘That we can do. 


Mr. Passman. We are not going to insert this into the hearings. 
If it is classified, so indicate. We are requesting the information so 
that when certain questions are asked at the time of the markup, o1 
the presentation to the full committee, this information will be ready 
and in abbreviated form, so that we can answer questions readily. 

General Paumer. If I understand what you asked for there will 
be four columns on the sheet of paper—the name of the country, the 
proposed fiscal year 1961 grant program, the proposed excess at ac- 
quisition cost, and whether or not it is political / 

Mr. Passman. That is correct, and for fiscal 1959 and 1960. 

(The information requested is classified and has been supplied to 
the committee. ) 

Mr. Passman. We know that the figures which you indicate at this 
stage as political amounts are relatively small, but the number of 
countries Is rather large. 

We asked you at an earlier date to provide a list of deobligated 
funds. I believe Mr. Murphy replied to that question. Have you 
had an opportunity to make up the list of deobligated funds in this 
program by nations, and the year ! 

Mr. Murrnuy. No, sir. I recall the question. It was Mr. Tennant 
who replied, the Controller of ICA, and he offered to supply the 
information. 


DEOBLIGATIONS AND RECOUPMENTS FROM RESERVATION ACCOUNT 


Mr. Passman. I wish you would make a note, and if you have time 
during the afternoon ascertain if this list is being pre pared, because 
that is one of the matters which we will be discussing tomorrow morn 
ing. Iam of the opinion we will want to know the amount of deob- 
ligated funds, which would certainly be under the general questioning, 
but as the information has not reached the committee we cannot 
vo Into it. 

Mr. Murruy. Iam confused. The question that I recall was a ques- 
tion directed during the ICA appearance on the economic programs. 
1 do not recall such a question on the military assistance program 
tall. Ifsuch a question were asked Mr. Shaw would have to respond 
to it. Perhaps he may even have the information now. 

Mr. Passman. We shall ask the question so that there will be no 
misunderstanding. 

Will you furnish the comimttee a list of the amounts deobligated 
and dereserved, because I believe in this program you have the reserved 
category 4 Give it to us by program, not by country, for fiscal 1958, 
1959, and 1960. 

Mr. Suaw. Yes. But please let me make one point clear—the De- 
partment of Defense has no dereserved funds. 

Mr. Passman. We shall accept the information on a deobligated 
basis, 

Mr. Straw. We do deobligate direct citation funds. In addition 
there are certain savings that accumulate in the reservation accounts. 








2366 


Those funds remain in the reservation account until absorbed by 
additional programs approved to the military department for imple- 
mentation without accompanying dollars. We will furnish this in- 
formation. 


(The requested information follows :) 


{In millions of dollars] 


Deobligations| Recoupments 


of direct from the | Total 
eitation } reservation 
illocations recount 
Fiseal year 1958__. : ‘ a | $105. 1 $190.9 | 216. 0 
Fiscal year 1959 | 6.3 216. 6 222.9 
Fiscal year 1960 (as of Apr. 30, 1960) S a 172. 7 


72.3 | 72.6 


Mr. PassMAn. We know that the money in most instances is plowed 
back into the program. However, not too long ago, while we were 
completing the hearings, or shortly thereafter, we found $538.8 mil- 
lion that went by the board, and there was no commitment strong 
enough to even place it in a reservation category and it would have 
lapsed that year. I believe that I am correct in making that state- 
ment ¢ 

Mr. Suaw. Yes. 

Mr. Passman. And by getting into the deobligated amounts we can 
perhaps determine whether or not you are trying to firm up your pro- 
erams. We can compare one year with the other. 

Mr. Suaw. I would like to make a correction on the $538 million. 
It did not lapse. The committee continued available that amount. 

Mr. Passman. I have to admit the committee did continue the 
amount. You will admit, though, it would have lapsed if the commit- 
tee had not permitted you to carry that over into the next fiscal year? 
It is a statement of fact that you could not even jusify reserving it, 
and it was reappropriated for use in the ensuing fiscal year. 

Mr. Suaw. Yes. 

General Patmer. Off the record. 

(Discussion off the record.) 

Mr. Passman. Let me say on the record, in reply to the off-the- 
record statement, that we do not like to drag old skeletons out of the 
closet, but this has been a most difficult bill to handle. The first 
year that I served as chairman of the subcommittee, there was a sub- 
stantial amount of funds ready to lapse. The committee thought that 
they had reached an understanding that there would be a give and 
take. We entered into an agreement, but on 6 o’clock in the afternoon 
of June 30 the then Director of FOA, the Foreign Operations Admin- 
istration, decided otherwise, and he prompted the proper officials to 
reserve the entire amount. Then, at a subsequent date, after we 
had been accused of ruining the program, we found they had pulled 
up to the end of the fiscal year with $538.8 million that they had no 
need for in that year’s program; and it did lapse technically, and then 
the committee reappropriated the amount. That was the only thing 
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I was doing, trying to indicate that the very years we were accused 
of destroying the program you had funds far in excess of require- 
ments. I cert: iinly was not trying to have you get more money than 
J think you need. As it came up, I thought that the record should 
show certain facts dealing with the program in the past. 


ITEMS COMPRISING TOTAL OF ESTIMATE FOR 1961 


Mr. Forp. Turning to page 32 of the justifications you will see a 
chart which indicates under “Force maintenance” the amount of 
$615,045,000, oe the head of “Force improvement” you will see 
a figure of $865,459,000 for a tots al of $1.480.484,000. 

Then if you go down the column on the right you will see “Multi- 
lateral cost-sharing programs, total,” $180 million. That total, com- 
bined with the one above of $1,480,484,000, does not come to the total 
of $2 billion. Where are the other programs and how are they broken 
down? Are they ones listed under “Packing, crating, h: andling, and 
transportation,” $140,650,000 ; “Training,” $118,472,000; “Credit 
financing,” $65 million ¢ 

Mr. Suaw. That is right. The total of the figures in that column 
add to $2 billion. 

Gene ral Parmer. There are six elements in the $2 billion: Materiel; 
packing, crating, and handling; training; credit financing; multi- 
lateral cost-sharing; and other charges. 

Mr. Foro. Turning to the next page, under “Missiles by re and 
country” you show a total figure under a worldwide listing of $210,- 
511,000. That coincides with the figure on the chart on page 32. The 
breakdown of that is: “Force maintenance,” $21,853,000, “and under 
“Force improvement,” $188,658,000. 

General PatmMer. Correct; the sum of the two, “Force maintenance” 
and “Force improvement,” aggregate the $210,511,000. 


MISSILES PROGRAMED FOR 1961 


Mr. Forp. On page 33, and following, you have a listing of the 
missiles by type. The first one is CORPORAL. There is no money 
requested for CORPORAL. Could you put into the record a defini- 
tion of what CORPORAL is? 

General Parmer. The description of the missile ? 

Mr. Forp. Right. What I would like to have is a description of the 
missile in each instance where a missile is set forth, followed by the 
dollars requested in the fiscal year 1961. There is nothing under 
CORPOR AL in the fiscal year 1961, but for the next one, NIKE, 
the amount is $53,013,000. Could we then have a desc ription of the 
missile ? 

General Parmer. A description of the missile and the amount of 
money programed in the fiscal year 1961 ? 

Mr. Forp. Right. 

General Parmer. Right. 

(The information requested may be found on p. 2369.) 

53909—60—pt. 2——_68 
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LEADTIME FOR MISSILE PROCUREMENT 


Mr. Foro. I would like to have for each missile here a description 
of the missile and the leadtime for procurement. There is no reason 
why that cannot be put in the record, is there / 

Mr. Suaw. IT think that is all right. When you ask for the lead- 
time for procurement, are you t: king about the leadtime for Depart 
ment of Defense procurement or the leadtime for MAP procurement? 
This varies by missile because in some instances we can buy from 
service stocks, or production lines underway. It makes a difference, 

Mr. Forp. I think in relationship to this program you should be in- 
terested in only what happens to this program. 

Mr. Suaw. This program’s procurement leadtime / 

Mr. Forp. Yes. 

(The information on MAP missile systems leadtime is classified 
and has been supplied to the committee. ) 

Mr. Passman. You use the figure of $211 million. That would in- 
clude, of course, the spare parts. The missile cost itself would be 
S188 million. 

General Parmer. That is correct. 

Mr. Passmayn. You have to put the two fivures together, to get the 
$211 million. 

Mr. Forp. It is my understanding that the record will show at this 
point a listing of each of the missiles; the dollar figure and total, if 
possible: and an indication of the leadtime for each. 

Mr. Suaw. Yes. 

General Parmer. From MAP order to delivery in the country. 

Mr. Forp. Right. 


(Discussion off the record. ) 


MISSILES OPERATIONAL IN OTHER COUNTRIES FURNISHED UNDER MAP 


Mr. Forp. Would it be possible to put in the record in the case of | 
each missile whether we have any of these missiles operational cur- 
rently in the foreign forces ¢ 

General Parmer. Do you mean is the missile operational ? 

Mr. Forp. With the forces that are listed here for procurement. 
Can you put that in the record / 

General Pater. Yes. 

Mr. Suaw. May I ask a question? Do you mean then whether the 
United States has these in foreign countries. or whether foreign cow 
tries have received these under military assistance / 

Mr. Forp. The latter 

Mr. Suaw. Thank you, sit 
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(The information follows :) 


‘Iption MAP missiles— Proposed fiscal year 1961 program 


reason [Dollars in thousands] 


2 lead- Deliveries of 


) Fiscal Area of destina- | fiscal years 
epart- Missiles year 1961 | tion for opera- | 1956-60 pro- 

rog al Lissiies y Deseriptio 
ment / program tional missile gram Deseription 


» through 
from June 30, 1960 


rence, . a S ? 


be in- _ Total $210, 511 = $570, 039 ~ aot 3 eee 

CORPORAL Europe, un- 20,875 | Surface-to-surface supersonic, missile, 

distributed range 75 miles, carrying either an 

itomic or conventional warhead 

It is used for striking targets inenemy 

rear areas in the field. It follows a 

ballistric trajectory with weather and 

ssified 4 visibility placing no restriction 

NIK F 53,013 | NATO, Far 159,740 | Surface-to-air supersonic missile, range 

East, undis 25 miles for AJAX and over 75 miles 

tributed for HERCULES ceiling up to 60,000 


ild In- feet and over 150,000 feet, respec- 
ul be tively, with either atomic or con 
| ventional warhead A NIK E- 
HERCULES battery is a completely 

autonomous fire unit capable of 

acquiring, tracking, and engag 

ret the wn bombers and air-breathing 
| HONES PORIN 8, 533 NATO 32.077 | Surface-to-surfa upersoni rocket 

carrying r conventional 


aut this warhead » up to 12 miles 
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nd operation more mobile than 
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a speed of i lsand a e of ove 
1.500 mi It can be transported b 
er the i ireraft or a trailer which also serve 
is the erectin rm Carries a nus I 
coun- varhead and | ess al ll-iner l 
TARTAI 14.871 Europe, Far RT ce-t ne ( ew 
| t ‘ ( ( ] 
} } ett ‘ + horl } 
higl itude tarvet It ¢ ‘ 
( t re t ‘ 
OcK 
| 
' 








2370 


MAP missiles—Proposed fiscal year 1961 


[Dollars in thousands] 


| Deliveries of 
Fiscal Area of destina- | fiscal years 
Missiles year 1961 | tion for opera- | 1956-60 pro- 
program | tional missiles gram 
through 


June 30, 1960} 


TERRIER . $31,016 | Europe_.-..- | $2, 55% 


2 
OD 


§S"10-11 - — .....--| Near East and 3, 600 
South Asia; 


Far East 


| 
TARGFT 2,388 | NATO, Far 
DRONES. Fast 
LACROSSE snc 10 | Europe 


MACE.....- os 31,415 do 18, 526 
SERGEANT . 10, 010 lo 


Missile spares and 
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program—Continued 


Description 


Surface-to-air supersonic missile for 
either shipboard use or mobile ground 
launchers used for antiaireraft de- 
fense. It has arange of about 10 miles 
and in connection with shipboard 
use, missiles are automatically select- 
ed from magazine, loaded, trained, 
elevated, and fired in sec 





net 

i 5. 

Antitank guided missile carrying a 
conventional warhead It is 1emote 
controlled and can be operated by a 


soldier, lropped by parachute, 
launched from ground or helicopter 
SS-11 has twice the range of the SS-10 
is well as greater speed 


Used for target practice and is normally 


a ground-controlled aircraft shell with 





Surface-to face transonic missile 
which is igl iccurate general 
support field artillery guided missile 


It is used in « tical support of 
1 


groun troops and is usable in all 


weather ¢ urTying n atomic or con 
ventional warhead Launcher is 
mounted on standard Army truck 
Surface-to-surface guided missile which 


is improved version of the 
MATADOR It i pable of near 
nic speeds with a range of 600 miles 


It carries either a nuclear or conven- 
tional warhead 


Surface-to-surface supersonic ballistic 


guided missile with a range of 75 
miles carrying & nuclear or conven- 
tional warhead. It is invulnerable 
to enemy yuntermeasures and air 


transportable 


Self-explanatory. 


Surface-to-air supersonic homing mis- 
sile carrying a conventional warhead 
to such ranges as to insure effective 
protection of defended areas. The 
system can engage extremely low- 
flying targets and is able to maintain 
a rapid rate of fire. Ceiling less than 
100 feet to over 38,000 feet 

A portable weapons system to provide 
infantry and armor troops with 4 
nuclear punch at close ranges. There 
is heavy version for mounting on 
vehicles and a lighter model that can 
be handearried. Provides small 
combat units with the firepower of 
heavy artillery. 


PROGRAM FOR ADVANCED WEAPONS 


Mr. Gary. General Palmer, just how much do you have in this 


program for advanced weapons ? 


General Patmer. That is a very elusive term, Mr. Gary. We have, 
as the chairman has pointed out, $188 million plus for the procurement 
of missiles. Now when you come to aircraft, improvements on de- 
stroyers and other nautical vessels, radars, and various electronic 
devices, it is pretty hard to say at just what point it is advanced and 
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what point it is not. Force improvement does not represent all ad- 

vanced weapons; it represents a very definite advance in the equip- 
ment and armament of the particular country you are dealing with. 
But it does not necessarily imply a second half of the 20th century 
type of armament. I do not think we have ever extracted this out in 
detail with any effort to define this more closely. You will notice 
in my statement I did not define it as advanced weapons. 

Mr. PassMan. Does that prove that some of your modern Wes pom 
possibly per unit, have a lower cost than the old-type weapons? 

General Pater. I cannot think of a case offhand. 

Mr. PassmMAn. I believe General Norstad testified to that effect. 
How about the HONEST JOHN? You might wish to check on 
that and submit your answer for the record. 

General PALMrr. Very well. 

(The requested answer follows :) 

General O’Meara, who testified with General Norstad, stated that the 
HONEST JOHN “is no more expensive, really, than a conventional heavy 
artillery battalion.” This statement is true, but it must not be construed as 
meaning that we could replace all conventional heavy battalions with the 
cheaper HONEST JOHN. The military uses and capabilities of these two 
weapons are entirely different and some of both are needed. There are military 
situations where HONEST JOHN could not be used and conventional artillery 
is necessary. In some cases either weapon could be used, but it would not make 
sense to fire an expensive HONEST JOHN rocket where a few rounds of rela- 
tively inexpensive conventional ammunition would suffice. Finally, there are 


situations where conventional artillery simply could not do the job and HONES’ 
JOHN or something similar is necessary. 


EFFECT OF PROCEEDINGS IN PARIS ON PROGRAM 


Mr, Gary. I suppose it is too early to be able to determine what 
effect the proceedings in Paris might have on this program, is it not? 

General Pararer. Well, the proceedings i in Paris certainly indicate 
very strongly that the President will press for the full program be- 
cause there is a certain uncertainty; or I would say, shaking of con- 
fidence going on in Paris right now. I think for this reason the 
executive branch, and specifically the President, would feel that in 
view of what has happened in the last 2 or 3 days this is when he 
would want the greatest show of support. I do not know whether 
that was what you intended, or whether I was responsive. 

Mr. Gary. It might have the opposite effect. Since the situation 
IS SO serious we might need these funds for our military defense pro- 
gram rather than to distribute all over the face of the earth. Cer- 
tainly the funds that we are giving in certain areas would not help 
tremendously in any emergencies that might arise in the more sen- 
sitive areas of the world. 

General Parmer. Off the record. 

( Discussion off the record. ) 

General Parmer. If I may repeat what I said a short time ago, 
85 percent of this $2 billion program would go to NATO; 25 percent 
would go to China and Korea; and ~ percent would go to Tran, 
Pakistan, Thailand, and Vietnam, so 85 percent of the program is 
limited to about 14 countries. 

Mr. Gary. But a large part of the total program is to build hos- 
pitals and schools and to train teachers sot community workers in 
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various parts of the world, and it looks like the benefits we would get 
from those projects, if things are as desperate as they would appear 
to be in Paris at the present time, would not be very helpful and that 
we might need something more immediately useful than the long- 
term benefits that we might get from programs of that nature. 

General Pataer. I think that is getting into other programs than 
military assistance, Mr. Gary, and I am not a competent witness on 
their requirements. 

Mr. Passman. Should we appropriate funds for a program in ex- 
cess of the Nation’s ability to utilize in the interest of the defense 
posture? Should we app ropr iate money only because there has been 
another incident when there is actually no firm justification for it? 
I might say, General Palmer, before you answer, that almost every 
vear | h: ive hee non this committee there has been an incident. One 
vear an unidentified submarine was ap es New York. An 
other year the sputnik went up before we came back. In another 
year Red China was inv: ading the islands off of Formosa. In another 
vear the Marines were landing in Lebanon. There have been other 
incidents. This year the spy plane. So we wonder, as this is a con- 
tinuing program, and in many instances we are having to borrow 
the money to finance the program, if we should not be even a bit more 
careful this year to provide adequate funds but not excess funds, 
because now it is more evident than ever that this may be a long-range 
program’ IT wonder if ee is any merit to the poten that we 
should be careful this year to provide funds upon the basis of the 
needs, and not loosely in excess a the amount needed / 

General Panmer. I agree with that, Mr. Chairman, with the reser 
vation that the executive branch would consider that the full Sv billion 
WAS needed. 

Mr. Passman. They have disagreed with us in the past only to 
admit later that the program was helped by the reduction made, so 
I suppose we shall have that same type of problem this year. 

Thank you, Mr. Gary. 

Mr. Gary. That is all. 

Mr. Passman. General questions, Mr. Rhodes? 


PROCESS FOR ALLOCATING BUDGET BY COUNTRIES 


Mr. Riopres. How do you go about allocating the military assist 
ance budget by countries’ What is the process that you go through?! 

General Pauwer. I have never personally gone through this process 
yet. IT willask Mr. Shaw to answer. 

Mr. Ruopes. It is a long process, General, and this is our first time 
here to go into this. Let us start in prior to the time you receive an 
appropriation, when vou are planning vour presentation to the Bureau 
of the Budget and the Appropriations Committees. 

What work do you do with the country to determine the magnitude 
of the program to be recommended in a given country? Once you 
get your appropriation, how do you break it down to the country 
In other words, it has to go from the field to Washington and then 
back to the field. 

Take as long as you want to explain that. Take an hour if you 
want to. 
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ESTABLISH MENT OF FORCE GOALS 


Mr. Suaw. The whole process is based on the force goals estab- 
lished by the Joint Chiefs of Staff and assigned to the unified com- 
mands and the MAAG’s within those unified commands. The 
MAAG’s determine the total support requirements for those forces 
each year and estimate the amount of such support that can be pro- 
vided from indigenous sources. 

Mr. Ruopes. Before you go any further, how about the force goals? 
Do the Joint Chiefs of St: afl state they want a certain number of in- 
fantry divisions in Europe for example, or do they say they want 
a certain number from country X/ In other words, do they break 
the force goals down beyond the region or do they let the region 
break this down from the figure which is given them / 

Mr. Suaw. Ona country basis. 

Mr. Ruopes. The JCS decide that / 

Mr. Suaw. The JCS decide the strategic force goals on a country 
basis. After the MAAG’s have determined, in collaboration with 
the country officials, what can be provided against the total require- 
ments by the country the size of the gap Is known: that is, the require- 
ments which must be filled from other than country assets. 

Mr. Ruropes. May I stop you there / 

Is the gap in dollars, hardware, or what 4 How would you describe 
that gap ! 

Mr. Suaw. The gap is ina list of items which is eventually priced 
and which affords some measure of the total deficit. These reports 
are submitted in a uniform fashion to the unified commands where 
they are reviewed and compared against the estimates of military 
requirements established by the unified commanders for the area. This 
includes and takes into consideration U.S. capacity with its own forces 
in that particular area and measures the relative importance of the 
forces listed in each country program in order that they may determine 
the priority relationship between the needs stated by each country 
Inthe aren. 

Mr. Rioprs. At this stage, the regional commander determines 
priorities / 

Mr. Suaw. The regional commander determines priorities because 
it is his responsibility for the total strategic situation. 

; Mr. RHODEs. Ilowever, he does not change the force goals. Ile 
just determines that this year we will go this far in X country 

ind maybe next year try to pick up the rest / 7 

Mr. Suaw. There are m: iny factors that have to be taken into con- 
sideration. Although the United States might want to see a certain 
level of forces, the country just cannot bring about the de ‘velopme nt 
of the manpower and other things necessary. We are also restricted 
by facilities and all sorts of things that are a part of the support 
requirements of forces. These estimates, after they leave, are reviewed 
and verified by the unified commands and brought into Washington 
and they are then subjected to a number of different tests. First of 
wl, they go to the Joint Chiefs of Staff who consider the whole thing. 
They go to the military departments to be evaluated as to avail: bility 
of materials, timing, when it could be made available, and the refine- 
ment of the pricing that has been done in the field. 
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DETERMINATION OF AVAILABLE EXCESSES 


General Parmer. May I insert that at this point the determination 
of what excesses are available comes into the process ? 

Mr. Ruopes. In other words, at the Washington level the excess 
stocks are cranked into the formula ? 

General Parmer. When the programs are referred to the military 
departments to refine the prices and so on, this is when they find 
out what excess is available to be put in. 


FACTORS CONSIDERED IN DETERMINING BUDGET ESTIMATES 


Mr. Suaw. After that is done, there is reached a measure or a 
total dollar estimate. This dollar figure may be nothing like the 
dollar figure we present to Congress, because of the many, many 
factors that have to be taken into consideraiton. 

Mr. Ruopes. Why do you not just name those factors 

Mr. Suaw. First of all, the availability of material, the determina- 
tion of how much hardware could be funded within a given year 
without distorting the supply operations of the military departments, 
and then excesses is another thing, the amount of excesses that will 
be available. 

There is also in the executive branch of the Government a respon- 
sibility for weighing the rel: ative importance of the program against 
the other operating agencies’ programs in the Department of Defense 
and all against the anticipated revenues of the United States. These 
determinations are used to influence the amount of dollars eventually 
applied against any annual program. 

Mr. Ruopes. There is, I presume, a taking of the temperature of 
Congress involved in this process, too ? 

Mr. Suaw. Unquestionably. 

Mr. Ruopes. I supposed there would be. I would do it if I were 
on that side of the table. 

Mr, Suaw. I think this is given consideration, but I am not pre 
pared to say how much weight is given. The important thing 1s to 
try and find the best program by which to implement the objectives 
of our legislation. 


ITEMS INCORPORATED IN COUNTRY PROGRAM AT WASHINGTON LEVEL 


Mr. Ruopes. What items are put in the program in Washington for 
country X which the MAAG at country X might not know about! 
I can think of one th: ‘ would be put: in, this item of packing, crating, 
and transportation. T do not suppose they know how much that 
would be. 

Mr. Suaw. That is correct; the cost of repair and rehabilitation of 
excess material, things of that sort, must be determined by Washing: 
ton. 

Mr. Ruopes. Are there any other items? 

Mr. Sraw. Yes, we have a number of fixed charges listed under 
the nonregional portion of our program, such as infrastructure which 
goes to NATO, in accordance with the approvals recommended in 
the NATO Council. It is something we cannot influence one way o 
the other unless we take some political step in the Council and 
withdraw from participation. 
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Mr. Ritopes. By that you mean that the cost of infrastructure is 
divided among the participant countries, sort of on a division over- 
head basis ? 

Mr. Suaw. The cost of infrastructure is based upon a previously 
uppr oved cost-shar ing program. 

No, the point I was making was that the NATO Council originally 
approves, for example, a volume of work having an estimated cost of 
three or four hundred million pounds. Later, after the Council has 
approved this volume of work, in principle, various NATO commit- 
tees examine the specific proposals of host countries to construct and 
the timing of those approvals. The value of the specific projects 
determines the amount of MAP funds required each year for ob- 
ligt itions. 

Mr. Ruopes. But there is not any attempt to divide the infrastruc- 
ture or the overhead of higher headquarters’ charge back to the 
MAAG’s which make up the component parts? 

Mr. Suaw. No, these amounts are deducted from the total estimates, 
and the balance is worked out on a basis of materiel and training. 
Really, the average MAAG is interested only in materiel and training. 

Mr. Ruopes. When the MAAG is told that it will have a program of 
X dollars, then it will not be ch: irged with items above that amount ex- 
cept in the category of packing, crating and handling ¢ 

Mr. Suaw. And only then when they are notified that they have 
this much for materiel, training, and we set an item of X amount-—— 

Mr. Ruopes. They are notified of that amount at the beginning of 
each fiscal year ? 

Mr. Suaw. That is correct. 

Mr. Ruopes. They would know the amount which is being set aside 
for packing, crating, and transportation as well as for other parts of 
the program ¢ 

Mr. Suaw. Perhaps I have overstated that. They will know in 
the future because we have decentralized our programing process. As 
you know, they have a general idea of the factor that should be ap- 
plied to the value of their materiel to cover the cost of the shipment. 

Mr. Ruopes. The reason I asked that question is that we found, in 
going around to some of the MAAG?’s, that the MAAG’s had a dif- 
ferent idea of what they were getting in the way of money than the 
committee had from the justifications and presentations of the depart- 
ments In many instances. 

This is not true in all instances, but in some instances there were 
rather wide disparities between the amount of money the MAAG’s 
thought they were getting and what we thought they were getting from 
the figures we had been given. 

Let us take the case of the Netherlands, for instance. In 1961, they 
think they will receive — million and when you crank in eo 
packing and tr: ansportation and handling, it comes to ——— million, 
but on our justification it is ———- million, which is a $5 million 
difference. 

We also found that in past years we would ask them how much 
money they would receive and the amount of money they received did 
not, coincide with the amount of money which had been reported as 
having been given to those particular MAAG?’s in preceding years in 
some instances 


Are there any reasons you can think of why this phenomenon 
occurs ? 
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Mr. Suaw. First of all, I do not think there is anything to be sur- 
prised at. It is nothing to be surprised at in the 1961 figure 
for the Netherlands versus your figure, whatever it was. 

Mr. Rropes. — 

Mr. Suaw. We can estimate quic ‘kly and crudely that the cost of 
packing, crating and handling is about 10 percent of the material cost 
including transportation. 


Mr. Ruopers. I believe the million included the packing and 
transportation. 

Mr. Suaw. Very well, it may have. I spoke about repair and re- 
habilitation costs a little tie: ago and the cost of re pairing and re- 


habilit: ane excess materials, which may or may not apply. There is 
not a great deal of difference between the two figures. 

Mr. cents There is not any reason you can think of for this dis- 
parity other than the packing, crating, and transportation charges! 
There are not any other items which they would not know about that 
you know about ¢ 

Mr. Suaw. T think that it must be understood that the program 
is moving all the time. Any one year’s program is constantly moving 
and the prices of the material may have been adjusted between the 
time that the two estimates were prepared. 

Mr. Riropes. General, 1 wanted to ask you a question on another 
matter here. 

FUNCTION OF MAAG CHIEFS 


We noticed in going around the MAAG’s that the MAAG chiefs ap- 
parently knew only generally what the various components of MAAG 
accomplished. W henever figures were needed, where specific informa- 
tion was needed, the MAAG chiefs nearly always would turn to the 
chief of the service and ask for the answer. The MAAG chief ap- 
parently had no personal control over the budget and had very little 
control over the property. It struck me that instead of having a 
MAAG, we had three separate MAAG’s, one for each service. Tsay 
this not as a matter of criticism, but as a matter of Inquiry. 

Why do we need a MAAG chief ? 

General Parmer. You have to have somebody who represents this 
business in dealing with the Minister of Defense and senior military 
personnel] mn the COUNTLY, and also in dealing with the Ambassador. 
This isan awkward arrangement, Mr. Rhodes. It hampers us in the 
nlministration of the program but I do not see how you ean get away 
from it. In other words, we are in somewhat the same situation here 
in Washington. The Office of the Secretary of Defense as you know, 
is not a big operating agency, and the three military services are im- 
mense operating agencies. The MAP programs are executed by the 
three services. We get the money from Congress and we decide on 
what the program is going to be and then we get an agreement with 
the State Department on it, and then at that point we are ina posl- 
tion to put out orders to the three services to furnish such and such a 
thing to such and such a country. Then they go ahead with the ad- 
ministration of that. 

Mr. Ruropes. Would you say that the function of a MAAG chief 
is to clear ve rush away from the operating services and help them 
do their job, by dealing with the higher-up’s in the country involved 
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and with our own State Department and others that can help with 


the program or hinder, as the case may be / 

General Paumer. He is the opposite number to myself in the De- 
partment of Defense and to the unifie . commander. When you go to 
the European command, for instance, in Paris, you will find in their 
military assistance division, they Loe three service component 
branches there. The actual execution, deliveries, and so on, follow 
that channel all the way back. It is a technical channel and under 
the present organization of the defense forces of the United States 
[ do not see how you could i improve it, but it is awkward. 

Mr. Ruopes. Do you think it is possible that the senior military at- 
taché in the Embassy could do about as good a job of being MAAG 
chief asthe MAAG chief presently does 4 

General Pacmer. The objection t to that has always been that at- 
tachés historically are in the intelligence business and there has been 
a very strong opposition in our Government to associating MAAG 
chiefs with that role. 

We have done it in some small programs such as Jordan—and 
countries of that sort, and I think Tunisia. 

Mr. Riropes. Does it seem to work in the small countries ? 

General Parmer. Where we do not get into training missions and 
all that sort of thing. In other words, in those countries there is 
no MAAG at all and there is a one-shot delivery of material and 
sometimes the military attaché arranges with the European Com- 
mand, for example, to send some instructors down on a temporary 
basis. It would be a complete failure and it would not do in a coun- 
try like Korea, China, or Vietnam where we have very large missions 
administering and training and doing everything imaginable. 


DEFINITIONS OF FORCE MAINTENANCE AND FORCE IMPROVEMENT 


Mr. Ritopes. General, I do not know whether you have this at your 
fingertips or not, but I think it would be well for us to have vou give 
it at this time, or insert it at this point in the record: Can you give 
NS a definition of the terms “force maintenance” and “force improve 
ment” ¢ 

General Parmer. I will read this into the record at this point. 

Mr. Ruropes. Fine. 

General Patmer. These are the definitions in use in the military 
assistance program. 

Force improvement: As applied to equipment and supplies requirements, in- 
cludes unit equipment and related command support or war reserves (includ- 
ing war reserves of ammunition), replacement of obsolescent equipment, and 
all other nonexpendable items for the improvement of the capabilities of a 
force. Exclude war reserve or operating stocks of spare parts (concurrent 
spares) and other expendables, except ammunition. Includes all construction 
requirements 

Force maintenance: As applied to equipment and supplies requirements in- 
cludes ammunition to be used in training or to replace ammunition used in 
training; nonexpendables to replace attrition losses; and expendables other 
than ammunition, whether to meet consumption needs, replace items consumed, 
or to establish, increase, or reconstitute reserve stocks. 


Mr. Retopes. Thank you very much. 
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FX AIRCRAFT PROGRAM IN EUROPE 


[ have just one other minor question in regard to the FX aircraft 
program in Europe. 

I note that the percentage of U.S. participation differs rather 
drastically from one country to the next. In Belgium our percent 
of participation is ————; the Netherlands about ———— percent. 

Do you know what our percent of participation in Norway is? 

General Parmer. I am going to ask Mr. Rowe to handle this. He 
is the spec ‘ialist on this. 

Mr. Rowe. You were recently in Europe and you had a number of 
discussions concerning this matter with Mr. Shuff, I believe. 

Mr. Ruopes. That is right. 

Mr. Rowe. All these figures that you see in the black book are esti- 
mates. The people who programed these figures tried to take into 
account military requirements and against that, what we feel these 
countries can do financially. I should emphasize at this point that 
these are strictly estimates. They are subject to negotiation and I 
think we should say here that it is the intention of the United States 
to get the most that we possibly can by way of contributions from the 
other governments. 

Mr. Runopes. The next question is, do you know what the prospec- 
tive figure for Norway is? 

Mr. Rowe. The prospective percentage figure I do not have worked 
out. We have not as yet negotiated with the Norwegians. ‘They have 
not come to us yet—nor, as a matter of fact, have any of these other 
countries, 

Mr. Ruopes. You say they have not come to you? 

Mr. Rowe. No, sir; none of these countries has, in fact, presented 
the United States with what they are able and willing to do. There 
have been some very preliminary informal discussions only. 

Mr. Ruoprs You mean the Netherlands have not ? 

Mr. Rowe. The Netherlands have not. 

Mr. Ruopes. Belgium has not ? 

Mr. Rowe. Belgium has not. 

Mr. Ruopes. Italy has not? 

Mr. Rowe. Italy has not. 

Mr. Ruopes. Is it true that the prospective figure for the U.S. sup- 
port for the Italian program is -———- percent? 

Mr. Rowe. According to the black book it does come to some ——— 
percent as an estimate. 

Mr. Ruopes. Mr. Chairman, I am just one member of the subcom- 
mittee, but it seems to me that if we are going to support a program 


in Italy to the extent of ———— percent, it would be better if we 
built the planes in Burbank, Calif., instead of over there, if they are 
only a to contribute ———— percent. Our own economy would be 


the better for it. 

Mr. Passman. If the gentleman would vield, it could be that the 
profit they will derive from this operation means it will wind up 
with a net profit under that arrangement. 

Mr. Ruopes. There is very little doubt that they will wind up in a 
better position as far as foreign exchange is concerned. 
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General Paumrer. Mr. Rhodes, the effort is, of course, to get these 
countries to producing in Europe a greater share of their munitions 
than they hitherto have done. That is what lies behind these cost- 
sharing efforts. 

Mr. Ruopes. General, as far as I can tell, the thing that lies be- 
hind all this is that the Germans decided they were going to build 
the FX, and they are going to do it no matter what we do. Then 
somebody decided, “Well, gentlemen, if this is going to happen, we 
better get a few other people into this act also,” and in order to do 
that we have to subsidize their participation in the program. 

All I can say, from what little I have seen of the program, I am 
very much sold on the idea of the Germans building planes, but I 
am going to stop right there. I have not yet been sold on the idea 
that participation is good as far as we are concerned with the idea 
of setting up separate lines here and separate lines there to build 
this airplane, when, as far as foreign exchange is concerned, we 
would be better off building them in the United States. 

Mr. Rowe. May I speak to that? 

Mr. Ruopes. Go ahead. 

This is an argument and I want to get all sides of it. 

Mr. Rowe. This Government had been attempting for more than 
2 years to get modern aircraft into the NATO inventories. We are 
aware of the fact, of course, that many of these nations have im- 
proved their economic standing. 

You are aware that the Lockheed Aircraft Corp., along with other 
aircraft corporations in the United States as well as foreign firms, 
made an effort, in effect, to sell their airplanes. We stayed out of 
this. The United States, officially and unofficially, remained aloof. 
The aircraft selected was the F—104 and, as a result of this, the U.S. 
Government becomes highly interested in a number of ways. We 
want an able aircraft. We want standardization. I am sure that 
the committee is aware of the fact that the initial purchase price of 
an aircraft—supposing it is $1 million—in the course of 5 years the 
maintenance and spares which go into the aircraft equal roughly the 
cost of the aircraft. Therefore, standardization is very important. 

We agree with you that we should have as much of this aircraft 
fabricated in the United States as possible and if the program goes 
through roughly as anticipated in terms of the numbers of aircraft 
they hope to produce, our own industries will receive between $800 
and $900 million worth of business. This is dollar business in the 
United States and this goes all the way from completed aircraft, 
trainers, actual fighting aircraft, plus components which will be fabri- 

cated here. 

By the way, this helps about 900 vendors and dealers across the 
United States. 

Mr. Ruopes. The dollars come from the mutual security program, 
do they not? 

Mr. Rowe. A large share of these dollars will come from the other 
countries. 
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Mr. Ruopes. If you are talking about dollars which come from 
Belgium, Norway, or the Netherlands, I think you had better get to 
gether with Mr. Shull on this. That Is hot my understanding of his 
testimony. 

oye Rowr. What we hope is going to happen is that these nations 
will sit down and agree that they are going to purchase, or produce 
and ee hase, so Many wireraft each and then they will come to us 
and ask if we can assist them. We have not started these actual ne 
gotiations yet but I would assume that within the next month or 2 
months we will come to a decision. The fact is that in the case of 
Italy, which you mentioned earlier, they have put up—and I think 
you know—Ss80 million in excess of their usual military budget. re- 
quirement. 

Mr. Ruopes. In lire? 

Mr. Rowe. In lire, that is correct. 

What are we trying to do is to assist them. We will also have a 
net dollar flow to the United States. 

Mr. Ruopes. I think you may find that the negotiations are farther 
along than that. 

Mr. Rowr. We have been receiving some ideas informally from 
these governments, but we do not yet have a final present: ition. The 
reason for this was that we were hopeful that the Italians would also 
participate inthis program. 

The minute the Italians came in, we indicated that our Govern- 
ment’s position was that they should work together as a NATO unit 
and establish an efficient and economic production arrangement. 
Therefore, the negotiations, or I should say their proposals were 
withheld until the Italians could meet. with them and they could 
bring us a completed package. That was the reason for the delay. 

Mr. Ruopes. I thank you very much. That is all. 

Mr. Passman. Mr. Natcher, any general questions? 

General Parmer. May I interject one final remark to Mr. Rhodes! 

Mr. Passman. Yes. 

General Paumer. Mr. Rhodes, Mr. Shaw has outlined to you the 
method of programing that was used this year. That was completed 
before I came into the picture. Asa pet of the general reorganiza- 
tion of this effort, in an effort to produce better management, we have 
drawn up a military assistance manual which will govern the plan- 
ning, programing, and execution of the program for the fiscal 1962 
program. This 7 ument is available but it is not yet in effect. 

It is in effect to the extent the MAAG’s are anticipating that this is 
what they need next year. 

I could have told you more about this program but it would not 
have been illuminating with respect to the program now before the 
committee. 

Mr. Rropes. Did you read the definition for the force maintenance 
and force improvement / 

General Parmer. Yes, sir. 

Mr. Riropes. Were they valid in the new program also / 

General Parmer. Yes. 

Mr. Ruopes. They are the same ? 

General Patmer. Yes. 

Mr. Ruopes. Thank you. 

Mr. Passman. Mr. Natcher? 
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EFFECT OF REDUCTION OF $600 MILLION IN OVERALL PROGRAM 


Mr. Narcurr. General Palmer, if the $2 billion of new obligational 
authority for the military assistance program is reduced S600 million, 
what effect, if any, would it have on the overall program 

General Pataer. We would find that we would have to do a very 
drastic reprogramming of what we have shown you here. I would 
expect that since the force maintenance represents a more or less 
fixed charge of maintaining the forces we now have in being, most of 
that would remain and most of the reduction would come out of a 
force Improvement factor inthe program. In other words, we would 
have to put more into holding the ground we already have than into 
making it better. I think that is manifest. 

I think that answers the question in general. 

Mr. Passman. Would the gentleman yield ¢ 

Mr. Narcuer. Yes. 

Mr. Passman. Did it take the Draper Committee to educate the 
military that they needed more money in this program / 

(ceneral Patmer. I did not understand. 

Mr. PassmMan. Did it take the Draper Committee to educate the 
military that they needed more money in this program than they 
requested last year / 

(reneral PaLmMer. I do not believe so. 

I believe an analysis of the history of the program and the fact 
~ it has been running or did run for 5 years prior to fiseal 1960 

a level of about $1 billion higher than the annual appropriations 
a that the barrel of old appropriations going back to fiscal 1955 
when we had an unexpended carryover of $8.5 billion has now dried 
up indicated that we would have to ask the Congress for a level of 
2 billion in order to sustain a program of $300 million a year or so 
less than we have, less than the Congress has been agreeing to for the 
» years up to fiscal 1960; and due to the reduction of the balance of 
expended carryovers the program has already dropped this year 
to $1.8 billion approximately and will drop next year to somewhat 
lower than that. Thus in fiscal years 1960 and 1961 it has already 
fallen $560 million. 

Mr. Passman. It is rather difficult to reconcile that line of reason- 
ing with the fact that there are so many hundreds of par are of 
dollars of excess equipment out in the field; and much of it is in 
storage, not even being used. If we pinpoint that mene os 
would not vour line of reasoning be subject to some adjustment ? 

General Paumer. Not very much, Mr. Chairman, for the reason 
that the program for this year does not contemplate putting any more 
equipment into storage where it is not being used. I presume by stor- 
age and not being used you mostly mean these countries are not 
able to give this equipment the amount of work it would get in the 
hands of U.S. troops, and they never have, of course. 

Mr. Passman. We will get into that country program later, but 
I am talking about where you provided equipment, such as trucks, 
tanks, airplanes, in excess of the country’s ability to utilize them, and 
for that reason they had to be placed in individual storage. When 


we get into the individual country programs we will do some pin- 
pointing. 
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Thank you, Mr. Natcher. 
Mr. Narcuer. That isall, Mr. Chairman. 
Mr. Passman. Mr. Conte? 


DELIVERIES IN 1960 


Mr. Contre. General, do I understand correctly that deliveries in 
fiscal 1960 will approximate $1.8 billion ? 

General Patmer. Yes. That appears on page 25 of the black book. 
The estimated deliveries in fiscal 1960 are shown as $1.894-plus billion. 

Mr. Cone. Does this mean that the level of deliveries represents 
a decline of approximately 25 percent from the level in the past 4 or 
D years ¢ 

General Parmer. Exactly. 


REDUCTION IN DELIVERIES UNDER 1961 ESTIMATE 


Mr. Conve. Is it true that even if we got the full appropriations of 
$2 billion requested, it would reduce deliveries in fiscal year 1961 to 
only $1.75 billion ? 

General PatmMer. That is correct. 

Mr. Contre. That would be a further reduction of about $50 million ? 

General Parmer. That is correct. 


LEVEL OF DELIVERIES RECOMMENDED BY DRAPER COMMITTEE 


Mr. Conrr. Did not the Draper Committee recommend annual 
deliveries of approximately $2 billion minimum worldwide, or about 
$300 million below the annual performance for fiscal years 1955 to 
1959? 

General Parmer. No, sir; I do not believe so. 

The Draper Committee in one place recommended that the program 
should remain at approximately the level of recent years which would 
be approximately $2.4 to $2.3 billion. In another place, they drew 
a floor under that and said that the minimum of the next few years, 
or for the foreseeable future—I have forgotten the exact language— 
should be $2 billion. In a third place, they did specifically recommend 
that the progr am of $1.6 billion for fiscal 1960 should be raised by 
$400 million and that the program for fiscal 1961 should be $2 billion 
minimum. 

LEADTIME REQUIREMENTS 


Mr. Conte. Is it true, General, that the more complex and modern 
item, (such as a missile), the longer the production leadtime required, 
and the larger the pipeline of funds required from the span of pro- 
curement to production ? 

General Parmer. That is generally correct, Mr. Conte. 

As I said in my statement, I would accept a carry over of 15 months 
leadtime as what would be worth shooting for. In other words, I am 
told that at one time the Department of Defense held before this com- 
mittee that they needed as much as 3 years leadtime. 

The record appears to establish that 2 years ago in committee hear- 
ings the Department of Defense held that they needed 18 months 
leadtime or, in other words, a $3 billion carryover to support the $2 
billion program. 
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We think that this could be reduced to $2.5 billion to support a 
¢2 billion program. Obviously, if this $2 billion program were ap- 
sroved by the Congress it would not result in immediate deliveries 
of $2 billion, but over a period of time it would build up to $2.5 billion 
carryover and after that if you continued to sustain the $2 billion 
program you would get that every year. 

Mr. Cone. About how much time would it take to deliver ? 

General Parmer. I would say 3 years. 


EFFECT OF REDUCTION IN MAP 


Mr. Contr. What, in your opinion, would be the effect of a drastic 
reduction on the military assistance program request at a time when 
the Soviet Union is threatening reprisals against countries ~~ Paki- 
stan, Turkey, and Norway for providing facilities to the United 
States / 

General Paumer. The thing that worries me very much is that a 
drastic reduction in the program would indicate to these countries 
a loss of enthusiasm on the part of the United States for the forward 

strategy we have implied all these years in saying to these countries, 

“We will draw the line as far forward as possible and we will deter 
the Soviets and contain their expansion on that line.” 

Accordingly, we have built up these alliances around the world and 
it is not all one alliance, of course, but we have the NATO alliance and 
our alliance with Korea, our alliance with China, and so on. If we 
start giving them a great deal less, they are going to regard it as a 
strategic retreat, a drawing away from our own enthusiasm for stand- 
ing with them. 

Mr. Contre. In other words, in your opinion, it would have a psy- 
chological impact on these countries? 

General Parmer. I think it would have a very serious psychological 
impact. I think it would be a question of perh: ips 2, 3, or 4 years 
after they have this much diminished program, until they begin 
to snegest that we go home and they are going to take a neutral 
position. 

Mr. Contr. Do you thi - there is any fear in these countries where 
we have IRBM missiles ¢ ‘ propose to establish missile pads, that 
there is any danger in case uae become a little hot and the Soviet 
Union should try to blackmail these people to withdraw these missile 
pads ? 

General Parmer. I doubt it very much. We have IRBM’s on the 


Way in three countries and one of those countries—Turkey—is prob- 
ably the stoutest of all of the countries around the es of the 
Soviet empire in their determination not to be bullied. I do not 


anticipate any withdrawal on their part as long as they feel that we 
are still supporting them. 

This started back in 1947, as I recall, when Mr. Truman made the 
declaration to the Congress which has been known since as the Tru- 
man doctrine at a time when the Russians were demanding that they 
be admitted to the Turkish straits, and have a hand in their control, 
the fortification and so on. The Turks, without our support, I think, 
probably would have had to yield to that pressure, but since they 
have had our support, they have not. 

53909—60— pt. 2——_69 











2384 


[ regard Turkey as one of our very stoutest allies. Italy is some 
what more removed from the direct threat of Russian attaek and 
I would not e xpect them to _ Ik ware: 

These countries are with us as long as we are with them and that 
is the point, They have ho eine else to Fo excepl to olve in 10 
the Russians. 


DISCUSSION OF CRITICISMS OF VALUE AND EFFECTIVENESS OF MAP 


Mr. Conrr. We had a witness before the committee, General, who 
stated, and [ quote: 

The assorted 5 million men under arms, by one foreign aid proponent boast, 
are scattered from Formosa to England and Canada, Japan and Vietnam, 
Australia, and New Zealand, Norway to Spain, but practically all of these 
troops are tied to their homeland. Few would be available for transfer to 
other areas to meet the necessities of war, even if such belated transfer could 
be made during combat. 

Do you agree W ith that statement ? 

General Paumer. Substantial ily ves. I would not expect troops 
certainly to move from Europe to Asia or from South America to 
Europe, or anything of that sort. 

The fact is that we h: ave to expect trouble in all parts of the world. 
The plan of the U ey tab tates has never been that it would atte mpt 
to concentrate all of these troops in anv one trouble spot. They are 
intended iiaecly to defend the territorial integrity of their own 
countries. or. at most, their own recions. as in the ense of NATO 
and in the Latin American countries the supported forces are all 
committed to defend the Americas in time of emergenc: 

Mr. Contr. The witness further stated, and I quote: 

The Soviet Union with 175 regular army divisions and 300 reserve divisions, 
well trained and equipped, operating on interior lines with ample air support, 
can throw any required strength at any point about the vast Soviet perimeter 
At no particular point of attack would our allies have sufficient strength t 
resist or could they and we marshal such strength. 

General Paumer. I believe that witness was engaged in an argu- 
ment that we should revert to what is called the America First 
concept or the Fortress America concept, withdraw all our forces 
and aid from these countries and rely upon the Strategic Air Com- 
mand to fight the war. 

This wives us only one possible Way ot dealing with any Soviet 
attack, of course, and removes from these countries any possibility 
of withstanding the Soviet Union at all. 

If we had adopted that strategy in 94s, instead of the forward 
strategy which Mr. Truman announced when he announced the Tru- 
man doctrine, we would have unquestionably lost the Turkish Straits. 
It would not have made a great deal of di tle rence what h: ap ypened In 
the interior of Anatolia. we would have lost Greece to commu- 
nism—they were under attack at that time in a so-called civil war, 
being supported from Yugoslavia, Albania, and Bulgaria—Italy 
would probably have fallen to communism, all of southeast Asia would 
have long since fallen to communism. 

Of course, we would not have been participants in the Korean war. 
We would certainly have lost West Berlin long ago because when we 
take our troops home, there is nothing to stop the Russians from 
taking over there. 
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So that the entire American strategy that we have supported at 
such great cost, and based on the best judgment of all our strategists 
and our exec utives and the last seven Congresses of the United States, 
your witness would discard all that judgment and all that experience 
and @o back to what we did not do in 1947 


decision. 
Mr. Contre. This same witness felt that 


need these 250 


. reverse the 


we did hot 


bases. Incidentally, he questioned the number. He said we did not 
have anywhere near 250 bases. He said we could rely for our entire 
defense on the Strategic Air Command. Do you think that is 


vossible t 


General Paumer. I do not think it is possible. I do not re ly on my 


own judgment, of course, but on the judgment of the Joint Chiefs 
of Staif and the Secretaries of Defense, Secretaries of the 


State, 
Presidents and the Congresses of the last 13 years. 


Mr. Conve. He further stated that our allied aircraft are obsoles- 
cent and 1 ine fect the Red Air Force could demolish this conglomera- 
tion of airpower very quickly. Do you have any comments on that 4 


Gene x: PALMER. 


pose t 


Yes. The Air Forces are not inetfective. 
hat every aircraft is regarded as obsolescent by the tim 


Il sup- 


»vyou gel 


it in the air but they are etfective, good aircraft, and as far as we are 
aware, are able to contest the field with any country that faces them. 
If it be assumed that Russia, rather than attacking the United 
States, is going off and raid all these other countries while we sit with 
the Strategic Air Command quiescent, his argument might have some 
virtue, but not on the facts that exist. 
Mr. a rE. Strategically also the bases clispe ‘sed over a wide 


* area 
round the periphery of Russia certainly would give us a great stra 
tegic position h. 


General Pavmer. It gives a very strategic advanced position, 
exactly. 
PROGRAM FOR IRBM SQUADRONS 
Mr. Conre. You mentioned the IRBM = squadrons proposed for 
lurkey, Italv. and England. How long will it be before these IRBM 


squadrons will be deployed and in operat ion ¢ 

General Parmer. There are four squadrons available 
The ot he rsare less adv: inced. 

Mr. Contre. Do you have any idea what these squadrons will cost ? 

General Panarer. We can furnish that information. 
it at my fingertips. 

Mr. Suaw. I can give you an answer. The military assistance 
cram 1s being’ chi weed S56 million for each of the 
going to the U nited Kingdom. 
partment of Defense. 
ment cost, 


in England. 


I do not have 


} vO 
THOR bp udrons 
This is a negotiated a rv the De 
Of course, the cost, if we consider the develop 
would be far beyond that amount. It has oe pies ided in 
Defense that we would pay $56 million per squadron for the THORS 
and that we would pay $77.9 million per squadron for the JUPITERS. 

In addition to this, there are spare parts; in the case of the 
JUPITERS in Italy and Turkey, there are certain local costs which 
will have to be paid by MAP. 


Mr. Contre. That is approximately $134 million ? 
Mr. Straw. For the materiel for the squadrons themselves. 
Mr. Contr. For each squadron. You will have three squadrons ? 
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Mr. Suaw. We will have four squadrons of THORS and a total of M 


three squadrons of JUPITERS, two in Italy and one in Turkey. cur 
Mr. Contre. How much will the JUPITERS cost? you 
Mr. Suaw. $77.9 million, roughly $78 million. fens 
Mr. Contr. Roughly $458 million for both the THORS and | cha 
JUPITERS. M 


Mr. Suaw. Yes. 
Mr. Conve. I have no further questions, Mr. Chairman. 
Mr. Passman. Mr. Andrews. 


Mr. Anprews. General, I want to say I have enjoyed your state- A 
ment and your testimony here and that for a new man or an old man rs 
before this committee, in your position, you have shown a profound ae 
knowledge of your shop. T 

General Parmer. Thank you, sir. pone 

Mr. Anprews. I hope you can straighten out some of the things that | >: 
have been pointed out to us as waste and extravagance and misman- | tio: 
agement in the execution of this program. 1 

EXCESS STOCKS ( 
1] 

Is the figure of $77,219,000 correct for the amount of excess stocks 
that will be used in the 1961 program’? That is on page 45. ‘ 

General Paumer. I think Mr. Forman has the facts on that. on 

Mr. Forman. Sir, I believe you may have been out of the hearing ( 


room earlier when that question was asked. Actually, the $77 million an 
plus listed as excess stocks is made up of two components; one of which ser 
is excess, the other is redistributable property, and there is an error 

in reporting of $12,000,000, s 

The excess stocks component is $40,044,000. The redistributable 
property is $24,919,000. By redistributable property I mean materiel 
that was previously funded in a program, delivered, and used by 
countries, then no longer needed by them, and reutilized by the S 
program. 

Mr. Anprews. You mean if in country X you have a surplus of 
tanks, you will take some of those tanks from that country and put 
them into another country / 

Mr. Forman. Exactly. 

Mr. Anprews. That amount is 

Mr. Forman. $24,919,000 for fiscal 1961. im 

Mr. Anprews. What do you mean by the excess stocks to be valued | *" 
at $44,044,000 in this program ¢ . 

Mr. Forman. By excess stocks we mean materiel in this inventory 
of our Armed Forces which is over and above their mobilization mi 


SS 


reserve requirements. _ - 
Mr. Anprews. In this country ? 
Mr. Forman. That is in this country, owned by our own Armed Pe: 
Forces. Ke 
Mr. Anprews. How do you arrive at the value of the excess stocks! T 
Mr. Forman. The excess stocks value that we are utilizing in the } m 
figure I just gave the committee is the original acquisition cost to our | P" 
own Armed Forces. We have no way, of course, of estimating what . 
the market value of that equipment would be if we were to try to sell m 


it on the commercial market, either as scrap or demilitarized for other 
possible purposes, depending upon whether it had a commercial value 
as well as a military value. 
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Mr. Anprews. In arriving at the initial cost of this excess stock to 
cur Defense Department, what do you take into consideration? Do 
you use only the inventory cost from the manufacturer to the De- 
fense Department or do you add warehouse charges and storage 
charges and aes charges? 

Mr. Forman. Just the original procurement. 


PRICING OF MILITARY EQUIPMENT FURNISHED TO MAP 


Mr. Anprews. Recently the General Accounting Office officials, 
headed by the Comptroller General, had this to say with reference to 
charges you make for this excess stock. I quote: 


The military assistance appropriation has been improperly charged for equip- 
ment that should be transferred at no charge because it Was issued from excess 
stocks. Also the military assistance program has been overcharged because 
prices of equipment transferred have not been appropriately adjusted in recogni- 
tion of condition and market value. 


Would you comment on that statement ? 

General Parmer. I would like to comment on that. That is con- 
tained in the General SONG Office report of February 29, 1960, 
onthe pricing of material delivered to the military assistance program. 

Since this GAO report came into my hands, I have spent much time 
on it. I have discussed it with the Assistant Secretary of Defense 
(Comptroller) and his colleagues, with Mr. Shaw, the Military Assist- 
ance Comptroller, and his office, and with representatives of the three 
SeTV1ICes, 

I have a me and would like to read into the record an 11-page 
statement by the Department of Defense on the pricing policy, cover- 
ing military equipment furnished to the military assistance program. 

(The statement referred to follows:) 


STATEMENT OF DEPARTMENT OF DEFENSE PRICING PoLicy COVERING MILITARY 
EQUIPMENT FURNISHED TO THE MILITARY ASSISTANCE PROGRAM 


The Office of the Secretary of Defense has considered the report of the Comp 
troller Genernl to the Congress (B-133288 dated February 29, 1960) on the 
“Review of the Pricing of Materiel Delivered to the Military Assistance Pro- 
gram by the Military Departments” apparently conducted by the General <Ac- 
counting Office in 1957 and 1958, and filed with the Congress February 29, 1960. 

The Comptroller General alleges that the military departments have received 
improper reimbursements for deliveries of materiel under the grant aid pro- 
gram and that appropriate adjustments between appropriations must be made 
or congressional’ relief obtained from the provisions of the Mutual Security Act. 

The legal basis for this conclusion is not set forth by the Comptroller General. 
It is stated, however, that improper reimbursements resulted in (1) charging for 
materiel delivered from stock which should have been transferred as “excess” 
Without reimbursement, and (2) charging higher prices for nonexcess equipment 
than is authorized by the Mutual Security Act. 

I. Alleged improper charges for “excess” stocks 

Section 545 of the Mutual Security Act, 1954, as amended, defines the term 
“excess” as materiel which “is in excess of the mobilization reserve * * * 
The term “mobilization reserve” is defined in that section as meaning equip- 
ment or materiel “determined by the Secretary of Defense under regulations 
prescribed by the President to be required to support mobilization of the Armed 
Forces of the United States in the event of war or national emergency until such 
time as adequate additional quantities of such equipment or materiels can be 
procured,” 
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The GAO report 


(with one exception discussed later) contains broad ge 
allegations that excess equipment and materiel was not transferred to MAP 
Without charge as required by law. It is not clear from the report whether the 
wlegations of “improper charges” to MAP appropriations is based on a finding 


by the GAO that the equipment and materiel involved actually had been deter- 
mined to be “in excess of the mobilization reserve” by the Secretary of 
under applicable law and regulations or whether the GAO 
items should have been declared 
sumably, 


Defense 
found that certain 
excess under some undisclosed criteria Pre- 


the basis for the Comptroller General's conclusion with respect. to 


materiel is that the excess or nonexcess status is required to be deter- 
mined “at the time of initiation of supply action” (see recommendation p, 14 
of the GAO report). In our opinion, the application law and regulations do not 
support such conclusion. 


The Mutual Security Act does 1 
the excess or nonexcess status 
to he determined It 


“excess” 


ot specifically pres ribe the date as of which 


equipment and materiel delivered to MAP is 
is our view that in the absence of a specific requirement 
in the law, the following dates proper] 


ot 


y could be designated: (1) the date the 
MA program is prepared: (2) the date such program is approved: (3) the date 
MAP orders are issued; 


(4+) the date such orders are received by 
some later date, such as 
iction,” date of actual shipment, ete. 

What is prescribed under the law (see. 545(h) of the Mutual Security Act 
as amended) is that the pricing system between military the 
military assistance program shall 
tween the Armed Forces. The Forces are 
governed by the Department of Defense pricing policies contained in 
ment of Defense Directive No. 7510.1, issued 
that all sales, with certain 


the military 
departments; (0) or 


the date of “initiation of supply 


is i 1 


departments and 
be the same as for similar transactions be 


transactions between the Armed 


Depart- 
December 31, 1956, which provides 
exceptions, shall be based upon standard prices 
established at the time of acceptance of orders by the supplying or procuring 
agency, regardless of the time which may elapse before delivery.” It was in- 
tended that the excess or nonexcess status of equipment and materiel for pricing 
purposes would also be determined at the time the orders are accepted—not “at 
the time of initiation of supply action” or any other date. 

It is true that the military departments may not have fully understood the in- 
tent of the directive and in some instances have determined the excess or non- 
excess status of equipment and materiel for pricing purposes at some date other 
than the date the MAP orders were accepted. In some cases this determination 
was made when the materiel was initially programed for the MAP. In many 
cases, however, the status of materiel, as well as the prices, was established at 
1 later date, most commonly a good deal later when supply action was initiated 
or materiel was shipped. This has been to the advantage of the military as- 
Sistance program in that the materiel was not excess at the time the MAP order 
was accepted by the military department: but was determined to be excess at a 
later date. It was therefore transferred to MAP without reimbursement, al- 
though under existing Department of Defense pricing directives such materiel 
should have been transferred on a reimbursable basis. Under these conflict- 
ing interpretations of the directive, while the military assistance program may 


have been overcharged by the military departments in certain instances 


was undercharged in other instances. 
Secretary of 


MAP 
Action is being taken in the Office of the 
Defense to assure that the military departments fully understand 
the date as of which the excess or nonexcess status is to be determined. 

The GAO report does not document specific instances (except the one involy- 
ing the Navy’s Bureau of Ordnance) of * 


‘significant’ overcharges to MAP. Even 
in that case, however. 


the Navy has advised us that one of the items 
tion, 5-inch/38) referred to in the GAO report as 
of January 1, 1958, nor is it excess today. 


ymmuni- 
‘excess’ was not excess as 
The orders for the other four items 
referred to in the GAO report (p. 9) were accepted by the Navy in January 
1957. The GAO report states that the Navy’s records show that the materiel 
was excess “as of January 1, 1958,” As indicated ibove, if the materiel was not 
excess in January 1957, the date the order was accepted, the Navy was entitled 
to reimbursement upon delivery. The Navy is currently taking action to deter 
mine the exact status of this materiel as of January 1957. 

The GAO report (p. 10) refers to “economic retention stock” delivered by the 
Army to the military assistance program. 
hetween materiel delivered from the 
established pursuant te 


‘ 


The GAO report does not distinguish 
Army stock fund (a working capital fund 
» section 405 of the National Security Act) and other 


off-the-shelf military stocks, that is materiel not in the Army stock fund. Other 
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off-the-shelf economic retention stock had been delivered by the Army to the mili- 
tary assistance program without charge. On the other hand, Army stock fund 
economic retention materiel purchased by MAP or other military departments 
wis required to be transferred cn a reimbursable basis. In 1958 a legal opinion 
wis issued to the effect that since all economic retention stocks are excess to 
mobilization reserves, the Mutual Security Act requires that such stocks be 
rausferred to MAP without reimbursement. A Department of Defense direc- 
tive (4140.13) was issued in January 1959 clarifying this matter and corrective 
implementing actions were underway in the Army months before issuance of the 
final GAO report. To the extent that overcharges resulted from the previous 
practice, the Army has or is in the process of adjusting accounts for fiscal year 
Lies 

We recognize the existence of a problem with respect to pricing of orders for 
items of spare parts and similar materiel which are not specifically enumerated 
n the MAP orders. In most cases, MAP orders for such items show only a 
totul dollar amount for an entire category. such as aircraft spare parts, and it 
is not known at the time the MAP orders are prepared what specific parts 
actually will be requisitioned for shipment. The identity of the specific spare 
parts is not known until shipping instructions are received. As recognized by 
the audit report of the Assistant Secretary of Defense (Comptroller) and later 
by the GAO report, it is practically impossible to price such spare parts until 
supply action is initiated. 

In this connection, the GAO report fails to recognize the obvious administra- 
tive complexities surrounding a determination of the excess or nonexcess status 
of equipment and materiel to the mobilization reserve, particularly in the spare 
parts area. For example, the Air Force procures and stocks aircraft spare parts 
meet not only its own requirements, but also anticipated MAP requirements, 
taking into consideration the lead time involved in procuring spare parts. At 
the time of initiation of specific supply action for delivery to MAP (which may 
he several years after procurement by the Air Force), it is impossible to dete) 
mine how many of a particular item of spare parts were procured and stocked 
tomeet MAD requirements, as distinguished from Air Force requirements undet 
such circumstances. It would seem not only grossly inequitable to require the 
Air Force to deliver to MAP the spare parts so procured on a nonreimbursable 
basis, but impossible to determine item by item the spare parts that are excess 
to the mobilization reserve of the Armed Forces, 

(As the committee will recall it was because of this very problem of separately 
identifying items of spare parts (as well as major items) procured for MAP 

the military departments that resulted in the enactment of section 110 of 
the Mutual Security Appropriation Act, 1955. This section contemplated that 
when MAP orders for common items were placed with the military departments 
they would be permitted to consolidate MAP requirements with military depart 
ments requirements and anticipated reimbursements from MAP appropriations 
for the amount of the MAP order. Under the plan, worked out by the four 
agencies involved (Defense, Bureau of the Budget, ICA, and GAO), no attempt 
was to be made to segregate materiel ordered for MAP from that ordered from 
military departments. MAP appropriations were adequately protected by a 
requirement that the military department appropriations could not be reimbursed 
until the materiel was delivered to MAP. Military department budget estimates 
take into consideration the amount of anticipated reimbursements from MAP 
The amount of such anticipated reimbursements, when added to new obligational 
authority granted by the Congress, constitutes the overall budget of the military 
departments. 

Over two-thirds of the total amount of materiel currently programed for MAP 
Will require new procurement. The remaining portion will be materiel delivered 
from military stocks which, for the most part, will be replaced in kind by the 
military departments. In reviewing the annual military budgets, the Bureau 
of the Budget and the appropriations committees take into consideration the 
amount of MAP anticipated reimbursements. It should be apparent that the 
failure of the military departments to realize during any fiscal year the antici 
pated MAP reimbursements would seriously affect other programs of the military 
departments. 


? 


To 


Pricing of nonexreess materiel 

(1) The General Accounting Office reports that the military departments have 
not given price reductions to the extent they should have been given for nonexcess 
equipment transferred to MAP recipients in recognition of condition or “current 
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market value.” In many cases, it is stated, they charged the original acquisition 
cost, and in some cases they charged estimated replacement cost which wags 
higher. 

Department of Defense regulations require military departments to price all 
equipment and materiel (except ships, aircraft, and plant equipment) at stand- 
ard prices based upon current procurement costs (which may be considered 
to be current market value). Items which are no longer being procured are re 
quired to be priced upon the basis of the most recent procurement; these items 
have no ascertainable “current market value,” as that term is normally under- 
stood. These regulations also require military departments to reduce the stand- 
ard price when there is a difference in an item, compared with new items avail- 
able, from the standpoint of utility or undesirability due to the age, condition, 
or model. These reduced prices are required to be applied alike to sales to other 
military departments and the military assistance program. 

The military departments have continued to revise their catalogs and price 
lists, in the light of Department of Defense guidance, to eliminate completely 
the listing of prices at estimated replacement costs for items which are not 
being currently procured. The GAO report recognizes that the last remaining 
area requiring price revision in this respect (Ordnance spare parts) has been 
corrected by the Department of the Army. 

The Office of the Secretary of Defense believes that the application of price 
reductions for age, condition, ete., on nonexcess major assemblies and repair parts 
is not appropriate. It is important that the military departments maintain 
stocks of major assemblies and repair parts to support the use of equipment sup- 
plied to our allies, and as long as the parts must be supplied they are worth 
the standard price. Spare parts do not deteriorate with age, and if they are 
serviceable, they are as good as new. What is more important is that if the 
spare parts are not excess they are applicable to current programs of military 
services and if delivered to MAP as a matter of priority will require replacement. 

Other significant points covered by the GAO report are: 

8. Pricing aircraft 

The General Accounting Office states that the Air Force reduces its prices 
for aircraft, other than transport types, from the original cost, by a deprecia- 
tion factor of 10 percent for each year. However, the report recommends 
reconsideration of this factor upon the basis that fighter and trainer aircraft 
of the types now being sold to MAP become excess to the Air Force after being 
in inventory an average of 7 years. 

The 10 percent annual depreciation factor applied in reduction of aircraft 
prices, other than transport types, is believed reasonable as an average, from 
the standpoint of experience on all types of aircraft as to the period they are 
retained in service in the Air Force and Air National Guard. It should be borne 
in mind that the depreciation period in years is determined in the case of each 
aircraft type and model from the date the first one came into operational use 
and that period is applied to each one transferred, most of which would actually 
have been in use a lesser period. 

It should also be noted that the aircraft pricing agreement with Air Force 
provides, on an exception basis, for renegotiation of a specific price on any aircraft 
covered by the agreement when the type and model is more than 6 years old. 
The Office of the Assistant Secretary of Defense (International Security Affairs) 
has not sought to exercise this option in any case, because it believes the agree- 
ment has resulted in fair and reasonable prices. 

4. Standard price lists 


The General Accounting Office reports that the military departments have 
not had complete price lists nor currently maintained them in all cases to show 
the standard prices required by policy directives. 

It is understandable, considering the thousands of items involved, that price 
lists in some instances may not be current. However, the Office of the Secre- 
tary of Defense will undertake to have the military departments maintain their 
price lists on as current a basis as possible. 

In conclusion, the Department of Defense wishes to stress that the GAO 
review of military assistance program pricing practices was conducted in 1957 
and 1958, which was within a relatively short time after the change in the 
pricing statute and issuance of implementing Department of Defense pricing 
policy directive of December 31, 1956. In this connection, we would also like 
to point out that during the 1957-58 period when the GAO audit was being 
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conducted the GAO stated that they found corrective actions were then being 
taken in this area. 

We also would like to state that this program probably is the most audited 
program in the entire Government, being subject to continuous audits by the 
audit agencies of each of the military departments, the Office of the Assistant 
Secretary of Defense (Comptroller) the Inspector General-Comptroller of the 
Department of State and the GAO. 

We in the Department of Defense are fully aware that room for improvement 
exists in the administration of this program, as in any other large program 
and are continuously striving to improve its administration. 

Before turning to that statement, however, I would like to say that 
the Department of Defense is prepared to present representatives 
from each of the military departments to describe in detail the com- 
plicated process that eac ‘h has followed in each service in applying 
prices to the many thousands of items which were ordered by the mili- 
tary assistance program in the implementation of programs. 

Personally, I am convinced that the judgments they applied as to 
the effects of the law were honest judgments. If the committee would 
care to set aside a half-day session to hear and question the representa- 
tives of the three services, I am sure the doubts concerning the honest 
effort being made to accomplish the transfer of material from service 
stocks to military assistance in accordance with the legal provisions 
of the act would be removed. 

It would also give the military departments an opportunity to 
speak specifically to the GAO er iticisms with respect to their methods 
of charging and assigning prices to military assistance materiel. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

General Paumer. I would like to add one sentence to my remarks. 
No one person would be able to testify competently on the whole range 
of this General Accounting Office report. The Defense Department 
statement which I speak of is the joint work of the several Depart- 
ment of Defense agencies that are involved. 

Mr. Anprews. You are cognizant of the Comptroller General’s re- 
port of February 1960 ? 

General Paumer. Yes, sir: I have it right here. 

Mr. Anprews. All right. 

General Parmer. I am convinced that these services acted on their 
best honest judgment in each case, and in one case the Department of 
the Army representative would tell you that they—and they did it 
with legal advice, of course, they went and asked their lawyers what 
the law meant—the Department of the Army got an opinion from the 
Judge Advocate General of the Army as a result of which they are 
making a considerable adjustment in favor of the military assistance 
funds, 1 running to somewhere in the neighborhood of $45 million or 
$50 million. 

I would say the Navy Department are still convinced that all their 
pricing was correct, and the Department of the Air Force also remains 
to be convinced that they were wrong, I will put it that way. 

Mr. Passman. Will the gentleman yield? 

Mr. Anprews. Yes. 

Mr. Passman. When we were considering this matter in conference 
on this bill a few years ago, after similar testimony, it developed 
that, perhaps an hour or two earlier, the Air Force had discovered 
they owed this program $302 million; and the Air Force wanted to 
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deliver the military assistance program a check, but they did not 
want to accept it on account of the controversy. That situation 
broke while we sat at the conference table. The gentleman from 
Virginia remembers it. 

Rtegardless of how good an excuse, these incidents sometimes fall 
right in our laps while we reach agreement in conference. Thank 
you for yielding. 


COUNTRY PROGRAMING OF MILITARY EQUIPMENT WITHOUT REGARD TO 
UTILIZATION CAPABILITY 


Mr. Anprews. ‘The Comptroller Genera] also said : 


Military equipment continues to be programed, procured, and delivered to 
recipient countries without adequate regard for the degree of utilization 


achieved 
in those countries. 


Will you comment on that ? 

General Parmer. My comment would be that I would prefer to 
deal with that on a country-by-country basis and have spec ‘fic ques- 
tions raised with regard to specific countries. 

Mr. Anprews. Do you feel there is any justification for a charge 
like that overall, that the Department of Defense has been guilty of 
such practices as that? 

General Patmer. This invites a reply that may seem a trifle dis- 
cursive, Mr. Andrews, but I would like to make it. 

One e the difficulties with General Accounting re reports is 
the ‘Vv gener: ally are dise ussing’ things that hap pe ned § Z 
This progr: im, of course, st: arted 

Mr. Anprews. They told us this yesterday. 

General Pater. I know. but the facts he is re porting on are doubt- 


less 2 or 3 years old. For instance, this report is based on things in 
1958. 


+ vVears ago. 


The administration of this program has been improving right along. 
I am positive of that. I was in Europe for 3 years before I came 
back here. I saw a constant effort to improve the ability of the 
countries to handle the supplies, which has been the great troub le in 
these countries, that their supply systems were inadequate. It is a 
very, very slow thing to correct. 

I think the program is running a great deal better now than would 
be evidenced by things that happened 2 or 3 years ago. 

Mr. Passman. Would the gentleman yield briefly ? 

Mr. Anprews. Yes. 

Mr, PassmMan. Each year we get reports for some previous year. 
It is always going to get better, but subsequent reports indicate it 
is just about as bad. 

I wish you would have a look at some of the previous reports and 
statements, and the testimony in the record, we shall say 4 years ago, 
compared to what you may find in the transcript as of yesterday, 
and see if the recent statement indicates improvement or whether we 
should not heed what the Comptroller General says. 

Mr. Anprews. I want to read further from the Comptroller Gen- 
eral’s statement of yesterday before the committee for your comment. 
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It is in line with that charge he made that we just discussed. I read 
further: 


Equipment has been furnished to many countries in excess of their capability 
to utilize it adequately, due in large part to the lack of trained personnel. 
For example, in one country reports from using units indicate that there are 
only about 40 percent of the needed radio operators and that receipt of newer, 
more Complex equipment would aggravate this problem. 

With respect to vehicles, shortages of mechanics in various shops was as 
high as 50 percent, which was one of the principal reasons for the excessive 
deadline rate of 30 to 40 percent of wheeled vehicles. 

In one field artillery battalion 12 howitzers received in mid-1957 were not 
fred until the latter part of 1958. Also we found that rocket launchers and 
recoilless rifles were fired only two to three rounds each year per weapon in 
one country. 


In some countries aircraft had been delivered in quantities in excess of the 
number of available qualified pilots. For example, in one country there were 
about two jet aircraft available for each pilot, including instructors. At the 
time of our review, additional aircraft had been programed and were being 
delivered. 

Then reading further: 

Our examination frequently disclosed that the program submissions prepared 
by MAAG’s contain equipment to meet training requirements although like 
equipment is apparently available from quantities furnished units which are 
only partially staffed. For example, 255 tanks were programed for 5 tank 
battalions having active strengths of only 6 people each, or a total of 30 men 
for the 255 tanks. Notwithstanding the ample supply of tanks available to 
these units, an additional 125 tanks were programed to be used for training 
purposes. 

General Parmer. The trouble with that from a military man’s 
point of view is that it just does not have anything to do with when 
the people are coming to fill up these outfits. My experience in the 
field has been that the people were being tr: ained to fill these units 
someplace and obviously they have to have tanks for their school 
establishments, just as we do, training establishments, as well as in 
their frontline units because the tanks that are in the school estab- 
lishments are going to be worn out in the schoo] establishments, and 
you have to have the tanks for your fighting units in the fighting 
units, 

In general, the effort of the MAAG’s and the efforts of the general 
staffs of the countries is to program the training of the troops some- 
What in synchronization with delivery of materials. Sometimes the 
unit conceivably could be trained before the equipment got there. 
I think it is true that in this program generally we have gotten the 
equipment there before the unit was entirely ready to step in and 
take it, 

In other words, as soon as they had a command to take over and 
fight this equipment, the equipment was there to fight with. 

I feel that this is a criticism that you might call an accountant’s 
eriticism of a military exercise, So to speak . It does not Impress me 
as too valid in that sense. Colonel Artwohl, do vou have anything to 
say on this tank question / 


— Colonel Arrwoun. T do, sir. That particular example happened 
In ~sir. Back in the es 1958 we studied the submission 
from MAAG, . They had a requirement for, a net requirement 


for tanks. Behind this entry they had a little note with an 
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“A” on it which pointed out that if these tanks were going to be 
programed, they would forego — tanks for training and ——— 
total tanks. It could be reasonably assumed, that tanks for tr: aining 
units would not be requested if we would have programed ——— 
tanks, because the net requirement indicated some tanks for units 
that were in a reserve status. However. we took the position that in 

we would not permit the programing of this number of tanks, 
We sent a message to MAAG, and pointed out to them we 
only recognized a valid requirement for - - tanks, that before 
we turned these tanks loose, the MAAG would have to get an agree- 
ment from the country that the tanks provided would (a) be used 
in high priority units, (b) that all M47 tanks available in the 
country, plus these , would be put into these units, and (ce), 
that M-4s and M-26s (a requirement for of them to be 
modernized was indicated in the submission) would be withdrawn 
from those units and they could put them into reserve divisions, 
They requested that we authorize them to use them thusly because 
they said some tanks were better than nothing for the reserve units. 
Ott the record. 

( Diseussion off the record. ) 

In terms of the training tanks, we also advised them that we were 
not programing any reserve tanks. There were reserve tanks ——— 
amounting to about — tanks. We said that we would not con- 
sider these as valid programing at this particular time because we 
have unit equipment requirements in other countries and areas. 

Inasmuch as we made a decision to provide only the unit equip- 
ment tanks, no reserve tanks. and no tanks for reserve units that 


would have them standing by idle, we did program tanks for 
the armored school. 
In order to take the tanks from units seattered all over - and 


start loaning the schools their unit equipment, which would mean 
expensive hauling of the tanks to the training unit. If the tanks 
remain in training units with continual training, they become value- 
less as real combat vehicles because of the ame erinding in 
training new men. 

Consequently, we did recognize a training requirement because we 
were not programing tanks to units that would normally keep them in 
storage most of the time. There were other requirements for schools 
that we did not recognize because we allowed that all tank training can 
be done at this training unit with the exception of the basic arms 
school with nine tanks, one tank for a pioneer engineer school, and 
one tank for an artillery school, which were spread quite apart, and 
we recognized this was a valid requirement. 

Mr. Anprews. That is all. Thank you, Colonel. 

General Parmer. In regard to this question of no improvement be- 
ing made, I would like to comment on one point. That is, the only 
dates in that excerpt you read, Mr. Andrews, covered events in 1957 
and 1958. There has been improvement in the past 2 years. 
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An evidence of that is the cable which Mr. Lippmann, the Chief of 
the Far East Branch of the General Accounting Office in Korea, sent 
to his principals in Washington on February 23: 

Review of available data and discussions with PROV-MAAG and K-MAAG— 
the MAAG people in Korea— 
personnel indicate very substantial results from aggressive advisory efforts to 
improve ROK logistics. This valuation not based on audit or review and may be 
subject to modifications. In addition, it is apparent that number of important 
problems remain unsolved. 

Then he goes into details of that sort. You will remember the dis- 
cussion last year in the committee about the Korean report. Mr. 
Lippmann apparently feels, considering the difficulties they had to 
struggle with, they have made major improvement in the past year. 

Mr. Anprews. I hope you will keep a hawk eye on the operation of 
this program and will not permit any of your people to buy in excess 
of what the actual needs are. 

General Patmer. I quite agree with you, Mr. Andrews. I would 
like to add to that that we have not the slightest desire to attempt to 
pull any wool over the eyes of the committee. You are entitled to the 
absolute facts as we have them, and you are going to get them if we 
have them. 

Mr. Passman. Of course, you do subscribe to our processes of con- 
sidering the money request. When there is a clear indication that it 

is in excess of the requirements, you would expect the committee to 
make recommendations that it be reduced, would you not ? 

General Patmer. I think so; yes, sir. 


DISCUSSION OF ATTITUDE OF RECIPIENT NATIONS TOWARD PROGRAM 


Mr. PassmMan. Certainly, something has happened in the past 30 
minutes which has caused me as much concern about this program as 
anything else since I have been on the committee. If I might digress 
for just a moment, it is because I am seeking light and knowledge, and 
not because I am trying to indicate my ability to analyze the economy. 

I think it has been established earlier that, for example, with 
Europe, if our surplus agricultural commodities were excluded— 
we had a trade deficit last year—and even with Latin America we 
had a trade deficit. We had a trade deficit with Japan. In the 
overall, we had a substantial dollar deficit last year. The U.S. secu- 
rities and dollars being held by foreign central governments are con- 
tinuing to climb. 

We are bound to admit we can go just so far, that our economy will 
stand just so much strain before it will break. We have gone into 
the detailed information in the hearings. We find in many instances 
a thriving economy in Europe, with many of the countries enjoying 
the greatest prosperity in their history. 

I think this is a statement of fact. Some of the top people who 
have appeared before this committee indicated—I do not know if 
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the ‘se are the exiuct words we have to clo a certain aniount ot e] 
couraging, a certain amount of prodding, almost a certain 


amount 
of begging. to vet the people who stand to lose the 


most to make a 


fair contribution to this program. I think that is in the record. 
aes Paumer. Lam sure it is. 
Mr. PAssM AN. That being true, this frioltens me. You ure fort] 


right and fair. 

In response to a question asked earlier as to the need for this 
program, you stated that a reduced appropriation would indicate a 
withdrawal on our part and they would lose interest. 

I can only have one interpretation, that the nations which would 
be e xpected to benefit the most are saying to us, 
our military budget or we just will not pl: vv ball.” 

What if this program should get so far out of line until we are no 
longer able to continue on the basis that they would accept? Then 
what fix would we be in‘ There are plenty of indications a lot of 
them are able to make a larger contribution, but they are reluctant 
to do so because it is es asy to get us to make up the ditference, 

| refer you to maybe the testimony of General Norstad. Have 
a look at his testimony, and see if I am not well supported in m 
position that there is reason for alarm, that it is actually the trend 
that we put it up or we can go home. 

General Patmer. I do not think IT said that if you cut the appro- 
priation, this result would follow. | said if we dropped the progral 
materially, it would follow. 

Mr. Passman. Of course, we would have to reduce the ap peng 
tion before that happened. 1 do not think any agency which com 
before the Congress expects to get everything it requests. At leas 
there is some indication that if we had given in the past 15 years to: al 
departments all the V had asked for, the pub lie debt would be S15 
billion more than it is now, 


ae Ou he Ip sup port 


General PALMER. The point I was making was that what we ar 
supporting here is a program some S300 million a year less than we 
have supported for some years past, excluding 1960 when it dropped, 
and that this has been measured by the checks drawn against thi 
U.S. Treasury. 

The appropriations in recent years have been smaller, but the w 
expended appropriations in earlier years made the program larger, 
and the aggregate has supported a program of $2.4 billion to $2.0 
billion for several years. 

What we are talking about now is a program of S2 billion, rathet 
than a much lower program than that. 


PROPORTION OF EQUIPMENT REQUIREMENT FOR MAINTENANCE AND 
MODERN EQUIPMEN' 


Mr. Passman. Would it not be justified, on the basis of reams and 


reams of facts and statements by your MAAG chiefs all over the 


world that in many instances up to 95 percent of the equipment wi 
hac pure hased was on hand, in good ae ape, ready to go, if and whe 


it became necessary, and that the average depreciation would be 1 


percent woul | you not fin: lly build up tothe point thi it most of what 
you needed wouk | be maintenance and modern equi Ipment ¢ g 
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General Patmer. No, Mr. Chairman. What has happened, 
course, in the past 10 years has been quite a revolution in what consti- 
tutes weapons, What you are fighting with nowadays. So that where 
we started off Snes ably 12 years ago, 13 years ago, with the idea 
of a one-shot beefing up with World War II equipment, now we find 
ourselves obliged to help with what I can only describe as World 
War IIL equipment. 

1 would like to just show this chart as illustrative. I can submit 
it for the record if you want. 

Mr. Passman. We shall be pleased to see it and to insert it in the 
record. 

(The chart follows :) 





1960 1961 1962 1963 1964 
FISCAL YEARS 


SHORTFALL: ——— 


General Patmer. This is a very much simplified and expurgated 
picture of the NATO requirements for the minimum forces study by 
General Norstad and Admiral Denison and which they and their peo- 
ple have prepared and which has been gone over back and forth for a 
good anv years now. 

What it illustrates is this. Here are fiscal years 1960 through 1964. 
The gr: LV dotted represents the contribution by the NA’'LO countries, 
increasing at about the highest rate you could reasonably expect they 
would imerease. 


NEED FOR PRODDING OF COUNTRIES TO MAKE FAIR CONTRIBUTIONS TO 
PROGRAM 


Mr. Passman. Nevertheless, General Norstad, I think the record 
will indicate, if it was not off the record—I would not want to be held 
to these words—said that we are doing our best to get them to in- 
crease—— 
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General Parmer. Exactly. 

Mr. Passman. Isthat your understanding ? 

General Patmer. Yes. 

Mr. Passman. Their commitments, that we believe they are able to 
do it. It requires prodding, it t: akes encouragement, and concessions. 
to get those people to make the fair contribution which the ‘Vy could 
make, based upon the strength of their economies. 

General Parmer. Exactly. This chart assumes they are increasing 
in that way. 

Mr. PassMan. Not up to the expectations which many of those in 
very high authority feel the Vv could: is that a statement of facet / 

General Pater. I do not believe so, sir. 

Mr. Passman. I invite you to read the record of our hearings held 
earlier this year. I thi nk m: aybe there is some indication, and you 
might find something rather informative in General Norstad’s state- 
ment onthat. I invite you to read it. 

General Pauaer. I think he used a slightly different approach. 

Mr. Passman. He may have; but the end result is the same thing, 
that they are not putting up what they could and should. 

Gener: - Pus, wer. This is assuming they do put up what they could 
and should, and the solid black is military assistance program for 
NATO, going at about the same level, an even level. The chee kered 
is the short fall over that period. 

At the end of that period, with them doing the most we can expect 
them to do and with us continuing as we have, the shortfall 

-- So the point is they have to do more, we have to keep on 
helping them, but thev have to do more. There is still 
a shortfall. 

Mr. Passman. Let us hope they do, | ecause I aot you will find the 
record is absolutely firm that it has taken prodding, it has taken en- 
couragement, it has taken concessions to get them to come alone. 

General Parmer. This is true. 

Mr. Passman. Thank you, General. I am taking the position with 


respect to some of these countries that were planning, financing, and 


going to be 


fighting wars when we were still trying to subdue the Indians—that 
when it reaches a time when we have to foot the bill. and we look at 
{1 e sprea 1 Letween Vv" hat \re ret f ron finished pr oly ts, and what 


they get, and see the world market slipping to them, and we are 
losing markets to a lot of people we are he ‘Iping because we have just 
about priced ourselves out of the world market trying to carry on ex- 
pensive programs, not jus st this but many - r endeave it is cause 
for concern. I do not qualify as an expert, but I ality as 6 pondeaal 
some commonsense, and I can read veld when they are placed be- 
fore me. 

Mr. Anprews. Will the gentleman yield ? 

Mr. Passman. Yes. 


LOGISTICS SITUATION IN KOREA 


Mr. Anprews. General, to go back to the Korean sage -wenece lg 
let tter from t] 1e ( ‘omptroller Gener: al acl lressed to Mr. ‘annon., ehair- 
man of this committee, dated February 26, 1960. Thi is marked 
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“Secret.” You had better take a look at it to see if you want to take it 
out of the record. It reads: 

A committee established by the commanding general, U.S. Forces, Korea, to 
conduct a detailed study of the findings and weaknesses disclosed by our initial 
review, substantiated our findings and pointed out that the deplorable state of 
logistics which appeared to exist in the Korean forces could not be corrected 
through short-range or sporadic efforts on the part of the U.S. military advisers 
or without complete cooperation by the Korean Government. 

Our review disclosed that although certain corrective actions have been 
initiated, generally these actions have not yet been effective and much remains 
to be done in the field of supply, management, programing, maintenance, and 
storage. 

We found that (1) program requirements had been overstated, and deliveries 
were being made in excess of actual requirements; (2) the effectiveness of the 
Korean forces has been limited by major deficiencies in logistical support: (3) 
the construction program has not been adequately programed or properly super- 
vised, resulting in material being delivered to unauthorized projects and delays 
in completion of approved projects; (4) material furnished to the Korean forces 
was being diverted and pilfered; (5) satisfactory controls have not been estab- 
lished over the use of local currency provided from the U.S. economic assistance 
program for supporting the Korean military budget. 

That, too, is marked “Secret.” You read a telegram there from 
somebody in Korea dated March and this is dated February, just a 
week earlier than your telegram. It leaves me confused as to the 
true picture. 

General Parmer. The question is: When did he make his review? 

Mr. Anprews. What is the date on that ? 

Mr. Passman. Would it not apply also to the man who made the 
review on your telegram ? 

General Parmer. I do not think so. He was there on the spot and 
he says they have done a lot. 

Mr. Gary. They were on the spot, too. 

Mr. Passaran. Were not these people on the spot ? 

Mr. Anprews. He says here: 

A committee established by the commanding general, U.S. Forces in Korea, 
to conduct a detailed study of the findings and weaknesses disclosed by our 
initial review substantiated our findings and points out that the deplorable state 
of logistics appeared to exist in the Korean forces could not be corrected through 
short-range or sporadic efforts on the part of the U.S. military advisers or with 
out complete cooperation by the Korean Government. 

General Patmer. This is true. I am not quarreling with that state- 
ment. 

[ do say that this is based on the same report that vou had the big 
lise — of a vear ago, and a year later his representative in the 
Far East, Mr. Lippmann, General Accounting Office man, sent this 
eable in ss a a week or 10 days after that, saving they have done a 
lot. What they had done, of course, was take these measures that he 
speaks of there. The best logistician in the U.S. Army is the com- 
manding general in Korea, General Magruder. He is working his 
head off on this subject. 

These are the conditions that we found, and he is doing a great 
deal to correct. them. 

Off the record. 

(Diseussion off the record.) 

Mr. Anprews. He states on the 26th of February that corrective 
actions have been initiated but generally these actions have not yet 
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been effected and much remains to be done in various fields. This is 
dated February 26. 

General Pautmer. I think we are really quarreling over words. 
There is no question much remains to be done in those fields. 

Mr. Anprews. I am glad to hear you say you are familiar with 
conditions over there and that you are keeping your eye on them 
and will do a better job in getting them straighte1 1ed out. 

General Paumer. I am not promising too much, Mr. Andrews, be- 
cause we are in the process of making the Korean soldier a better 
businessman than he is, as we are in all the underdeveloped countries 
we go in where they have no machinery, no education, and we are 
pulling them up by the bootstr: aps. It isa terrible job to get competent 
men to handle this and, as I said in my statement, in Korea, of course, 
we started out with a war on our hands. We taught them how to fight 
with these things and the U.S. Army took care of them substantially. 
Now, we have pulled the U.S. Army out of Korea pretty much. We 
do not have enough people there to take care of all the Koreans and 
they have had to learn all these things for themselves. We found 
them in that condition, God had them in that condition, when we 
started putting loaded guns in their hands to shoot down the Com- 
munists 

Mr. Passman. We were told that many times military equipment 
would be stolen before it reached the front, and we would have to buy 
back from the Koreans our own equipment in order to get it into the 
hands intended to receive it. Are you familiar with that situation! 

General Paumer. There are undoubtedly instances in which that is 
true. I do not think it is universal, but there are some awfully smart 
thieves over there. 

Mr. Anprews. That is all. 

Mr. Passman. Mr. Gary / 


PROJECTION OF CONTRIBUTIONS BY OTITER NATIONS TO PROGRAM 


Mr. Gary. With reference to the chart you were displaying a few 
moments ago, General, that showed that our contributions have foe 
reducing and the contributions of the countries have been increasing, 
is that on an annual basis? 

General Paumer. It does not show ours are reducing. This is a 
future chart, you see, it isa projection for the next oD years. 

Mr. Gary. It isnot a chart of what actually has been done ? 

General Parmer. No, sir. 

Mr. Gary. It is what is proposed / 

General Parmer. No, it is not what is proposed. The gray dotted 
at the bottom represents the maximum effort we could expect from 
the NATO countries. The solid black represents our continuing our 
military assistance at about the present level, and that is projected as 
the level, the same amount every vear. And the checkered is the short- 
fall in carrying out General Norstad’s program for forces of all kinds. 

Mr. Gary. What about the past years? 

General Parmer. Well, they are not on that chart. 

Mr. Gary. Are our contributions decreasing ? 


General Patmer. Yes: they are decreasing eee ear by year. 
Our NATO contribution has decreased eve ry a Ree from 
$3.2 billion in 1953 to $1 billion in 1959, and it is somewhat below that 
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in 1960. In the meantime, the total of defense expenditures for the 
European NATO countries last year was $15.6 billion, an increase of 
11 percent over the $12.2 billion spent in 1958 and more than double 
the 1950 e xpenditures, yrs looking at the present, the Netherlands 
is planning to increase its defense budget by 9 percent in 1961; the 
United Kingdom has announced a 7.6-percent increase ; the Itahan 
Government has already put into effect a 4-percent progressive annual 
increase; the Belgian defense budget for 1960, which has just been sub- 
mitted to Parliament, represents a 3-percent increase over 1959, Fol- 
lowing the resolution of certain problems of training sites and types 
of equipment, German defense expenditures rose steeply by 68 percent 
from the 1958 level of $1.6 billion to $2.7 billion in 1959. 

Mr. Gary. If we appropriate the amount requested this year our 
expenditures will increase again ? 

General Parmer. Yes; after fiscal year 1961. You will remember 
last year, just about at the end of the session last year, the Dri aper 
committee recommended that there be a supplement: ul appropriation 
last year of $400 million, primarily for NATO. That was not made. 

Mr. Gary. I also remember that in 1952 I went with the Richards 
committee to Europe and we met with General Eisenhower who, at 
that time, was Supreme Allied Commander. He urged us to continue 
the appropriations for the foreign aid program. He said that he 
thought that Europe should be defended by Europeans, that Asia 
should be defended by the Asiaties, and that we should gradually 
withdraw our men and aid from these countries. He explained, how- 
ever, that in the interim it was necessary for us to keep a program 
coing because they were not able to take care of their expenditures 
in 2 manner to make their contribution effective to the world program. 
He assured us, however, that our contributions would get smaller and 
smaller and that sooner or later we would withdraw from the program 
and they would carry all the burden themselves. 

That was in 1952. Here we are 8 years later and instead of with- 
drawing we are asked to increase the program for 1961, 

We explained to him at that time that it was very difficult to sell 
this program to the American people, and I think it is getting more 

nd more difficult each year. 

Mr. Passman. Will the gentleman yield / 

Mr. Gary. Yes. 

Mr. Passman. If the Draper Committee report had been so valid 
as to the situation bordering on the emergency, would the Executive 
not have paid some attention to it last year and made a = for 
& supplemental appropriation? I say this because I talked to Mr. 
Draper and I said to him, “There are two things you will recommend 
in your report. One will be to take the appropriation out of the 
hands of this subcommittee, and the other will be to increase the 
program.” Mr. Draper never returned to resume our conversation, 
but it turned out that way: so I am wondering why a supplemental 
request did not come to the Congress. 

uae al Paumwer. I think it has been explained to me as imprac- 

cal because of the legislative cycle. 

“Mr. Passman. This also caused us some concern: For some reason, 
out of the clear blue sky last year the question dropped down: “TTlow 
about giving $500 million additional for the Development Loan 
Fund. We will not spend it but we want it against the 1961 appro- 
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priation.” They said, “We will not spend it but we will have a good 
start on 1961.” 

The number of votes that request got, I think, was zero in the 
subcommittee and zero in the full committee. It was a matter of our 
wondering how much nerve they had. 


NATIONS HOLDING INTEREST BEARING U.S. SECURITIES PURCHASED WITH 
EXCESS DOLLARS 


Now, this is important: Earlier in the hearings we requested cer- 
tain information. In the event this information will be difficult for 
the agencies to obtain and compile, I am sure that I have another 
source from which I can get the accurate information and have it 
verified. We have many instances during the course of the hearings 
where we have not received the information we have requested, or 
we have received it in a different form than requested. 

We find that many of the recipient nations, for example Thailand, 
had dollars in excess of their needs, and they were using those dollars 
to buy interest-bearing U.S. Government securities. The total of 
U.S. securities which foreign governments and foreign nationals 
hold amounts to many billions. We think it would be helpful to the 
committee if we could get the number of nations that are holding 
U.S. interest-bearing securities which they purchased with dollars 
in excess of their needs. 

This baffles the taxpayers, to learn that these foreign governments 
get dollars so much in excess of their needs that they buy U.S. 
interest-bearing securities. So, rather than giving it to us in a 
mixed-up way, if the Inspector General could accommodate the 
committee and give us a list of those nations, we would be grateful. 
If you find the request is one with which you cannot comply, please 
inform the clerk accordingly, and we will try to get it from another 
source. 

Mr. Murrny. Mr. Chairman, is that one where you read from a 
newspaper article ? 

Mr, Passman, I may have been reading from a newspaper article, 
I may have been reading from a document prepared by the Library 
of Congress, it may have been a premonition, or it may have been 
the gentleman’s own information. What we want is a list of the 
nations who are recipients of this program who have taken Amer- 
ican dollars and bought American interest-bearing securities. I may 
have gotten it in a dream, but we want the information. 

Mr. Murrny. 1 remember your saying you would pass to me the 
newspaper article. 

Mr. PassMAN. It may have been from a newspaper article. But, 
nevertheless, we would like to have the information. 

(The information requested may be found in the appendix on p. 
2912.) 

Mr. Contre. Mr. Chairman, may I ask a question ? 

Mr. PassMAN. Yes. 


ESTIMATE OF DEPRECIATION ON MILITARY EQUIPMENT 


Mr. Conte. General, getting back to Mr. Shuff’s testimony of last 
year regarding a 10-percent depreci: tion— — 
General Parmer. What page are we on? 
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Mr. Contr. Page 463 of last year’s hearings. There was consider- 
able discussion of this today. The thing I cannot understand, if this 
holds water, then our own defense budget should be decreasing year 
after year, but it is not. It stays static at about $40 billion. Is not 
the answer that we are in an era of progress and progress costs 
money 4 

General Patmer. It seems to me the Army, I know, figures 10 per- 
cent depreciation annually of their inventory gives them a good esti- 
mate of the life of their equipment and the amount of money they 
need to replace it. But I think this would mean over the long run 
you would level off with an appropriation that would continue to 
make a 10-percent input every year, and would go up as costs go up. 

The thing that always surprises me about these estimates, which 
are fairly consistent in estimating high, as the chairman has pointed 
out, is that I do not believe, even oe for the fact they do not 
use the equipment as much as we do, I do not believe it can be staying 
insuch perfect shape for so long. 

Mr. Conrr. I can see how you could figure this on a tank or a 
truck, but I do not see how you could figure 10 percent depreciation 
on a missile. It might depreciate 100 percent in 6 months. 

General Parmer. That is true, and that is what makes the military 
so expensive. You are putting something new in the system every 
3 years instead of every 10 years. You hi: ardly get an airpl: ine in the 
air until you are pushing it out with another airplane that is 200 miles 
an hour faster. 

Mr. Contre. It is unfortunate we did not go into this deeper when 
Mr. Shuff was here, because we left it hanging: and you would gather 
from the answers that it is a real static formula and as time progresses 
you will need less and less for replacement. If that were the fact the 
defense budget would drop considerably. 

Mr. Passman. General, I am sure you will agree that this com- 
mittee must consider the funds request based upon the testimony of 
those the Executive selects to justify the program. I person: ally do 

not agree that this is hanging in the air. I was doing the question- 
ing, and if I may pick up at the bottom of page 463 of last year’s 
hearings, I asked: 

Do those of you who are familiar with the hardware in the military agree that, 
With the exception of ammunition and supplies of that type, 10 percent is about 
the average depreciation per year? 

I was addressing those present who were familiar with the military. 
(Continuing quoting :] 

Mr. Siurr. I would think yes, Mr. Passman. 

Mr. PASSMAN. Does that not indicate that once supplied with most of this 
material, if it is properly supervised and maintained, the cost annually for 
replacement will become less and less, short of a war? 

Mr. Suurr. That is right. 

Now, I do not know of any plainer words. The military did not 
dispute it, and we can only justify the bill based upon the expert 
testimony of those who may appear here. I did not intend then or 
now to leave anything loose. I repeated it so that I could be sure 
he understood it, and he replied in the affirmative again. I think 


that you, too, verified that 10 percent in our military i is about what 
it is 
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General Paumer. Yes. The question seems to be about the cost of 
the program growing less and less. It was very high in 1955 and 
1954. It ran at the level of about $2.4 billion for 5 vears. The Ex- 
ecutive proposes to reduce it to a level of about $2 billion a year. 

Mr. Passman. That would be the leveling out ¢ 

General PauMer. That is the lowering: yes. 

Mr. Passman. I believe you read into the record the definition of 
force maintenance / 

General Patmer. Yes. 

Mr. Passman. Are you still of the opinion that your request is in 
accordance with that definition / 

General Parmer. Yes, sir. 

Mr. Passman. Thank you, General. 


Turspay, May 17, 1960. 
MILITARY ASSISTANCE, EURGPE 
WITNESSES 


DEPARTMENT OF STATE 


IVAN B. WHITE, ACTING ASSISTANT SECRETARY FOR EUROPEAN 
AFFAIRS, DEPARTMENT OF STATE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 

WALTER SMITH, OFFICER IN CHARGE, ECONOMIC AND MILITARY 
ASSISTANCE AFFAIRS, OFFICE OF EUROPEAN REGIONAL AFFAIRS 


DEPARTMENT OF DEFENSE 


GEN. WILLISTON B. PALMER, U.S. ARMY, DIRECTOR OF MILITARY 
ASSISTANCE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS 

MAJ. GEN. FREDERIC H. MILLER, USAF, DIRECTOR, EUROPEAN 
REGION, INTERNATIONAL SECURITY AFFAIRS 

BENJAMIN FORMAN, ASSISTANT GENERAL COUNSEL, INTERNA- 
TIONAL AFFAIRS, OFFICE OF THE SECRETARY OF DEFENSE 

CHAUNCEY 0O. ROWE, DIRECTOR, WEAPONS PRODUCTION AND 
SALES, MAP 

LT. COL. ARPOD ARTWOHL, ASSISTANT TO THE DIRECTOR OF 
EUROPEAN REGION 


Mr. Passman. The committee will come to order. 

The next witness is Mr. Ivan B. White, Acting Assistant Secretary 
for European Affairs, Department of State. 

I believe your statement will deal with the political aspects of the 
program, Mr. Secretary ¢ 
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Mr. Wuire. Yes. 


Mr. Passman. We shall be pleased to hear from you at this time. 


STATEMENT BY THE ACTING ASSISTANT SECRETARY FOR EUROPEAN 
AFFAIRS 


Mr. Wire. Mr. Chairman, gentlemen, it is a pleasure and a privi- 
lege to meet. with this committee to discuss with you the European 
aspects of the mutual security program. 

[ recognize the desire of this committee to conduct these hearings on 
a functional basis and am of course pleased to cooperate in meeting this 
wish. However, as this is the only prepared statement I shall be 
making before this committee, I should like to take the oceasion to 
comment very briefly on the economic portions of the mutual security 
program as well as on military assistance. 

The mutual security program for Europe in fiscal year 1961 is, as 
you know, almost entirely military. Its purposes, as in the past several 
years, are to encourage and assist our European allies in developing 
the military forces required for the common defense of the West. 

I have always considered it unfortunate that, in newspaper and 
public discussions, our contributions to the E uropean NATO forces 
should be lumped under the general heading of “foreign aid.” These 
contributions represent haba security in the truest sense of the word. 
As has been made clear by spokesmen of the Defense De ‘partment who 
have appe ared before you, our ability to deter and resist Soviet ag- 
gression does not depend upon U.S. military power alone. It depends 
upon the combined military power of the free world as a whole. Our 
allies in Western Europe are making a substantial contribution to sup- 
plementing and supporting the military defense of the Unit ed States, 
and our own security requires that we help to make their military ef- 
forts meaningful and adequate. 

We have often heard certain fellow citizens emphasize the tremen- 
dous threat represented by international communism, and have also 
heard some of them argue that U.S. defenses are not adequate 
to meet this threat. It seems highly anomalous to hear some 
of these same citizens advocate the elimin: ation or drastic reduction of 
foreign military assistance. The Communist threat is indeed serious, 
and the need for adequate defense is imperative. But we delude 
ourselves dangerously if we ignore the fact that the defensive power 
which really counts 1s the total defensive power of the United States 
and other free nations. And in this total picture, nothing would be 
more shortsighted than to deny ourselves the enormous dividends we 
receive from our investments in the military programs of our European 
allies, 

The past year has been one of intense diplomatic activity. I believe 
that during the negotiations of perhaps fateful importance in which 
we are now engaged the maintenance of the strength and effectiveness 
of the Western alliance will be more important than at any time 
since the alliance was founded. 

We have been meet ing with representatives of the Soviet bloc to 
talk about the possibilities of disarmament, and the U.S. Government 
would like to believe that the world may be on the threshold of 
genuine progress toward that goal. But there is one fact that we 
must keep clearly in mind. We can never expect to obtain a safe and 
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workable disarmament agreement if we are so foolish as to make 
substantial reductions in our own armaments while we are attempting 
to negotiate such an agreement. If the Soviet Union could succeed in 
inducing the West to disarm itself while retaining the essence of its 
own military power, a genuine disarmament agreement would become 
a pipedream. We certainly intend to negotiate with the Soviet Goy- 
ernment in good faith, but we do not intend to give them something 
for nothing. 

No one knows whether any real progress will be made toward a 
just solution of the problem of Germany which, due to Soviet in- 
transigence, remains divided; of Berlin whose people are determined 
to remain free and maintain their links with the West ; and of genuine, 
controlled disarmament. There is, however, one thing that can be 
said with absolute certainty. Solutions to these problems on a basis 
compatible with elementary considerations of justice and consistent 
with basic principles from which we cannot deviate and still retain 
our freedom and dignity will not be promoted by any weakening of 
our posture or our will. 

We might, in fact, take a lesson from the opposition in this regard. 
It is true that the time-phased Soviet ultimatum of last year was 
withdrawn, and an intent to seek settlements by peaceful means 
through negotiations have been proclaimed. However, Mr. Khrush- 
chev has recently been making it clear that there is no alteration in the 
basie Soviet positions on Berlin and Germany and that the threat of 
unilateral Soviet action at some time remains. And while Soviet 
propaganda has been trying to make capital of the Soviet announce- 
ment that it planned to reduce armed force personnel over the next 
18 months or so to a level approximating that of the U.S. Armed 
Forces, he declared to the Supreme Soviet on January 14 that: 
“The Soviet Army now has combat means and firepower never before 
possessed by any army” and “would be able to literally wipe the coun- 
try or countries which attack us off the face of the earth.” More- 
over, during the recent Asian tour, he has been proclaiming that “The 
Soviet Union is the world’s most powerful nation in the military 
sense.” 

Thus, I would repeat that the unity and the strength of the free 
world are of the greatest importance. Solutions to outstanding prob- 
lems will not come easily. They will take a long time to accomplish. 
While we continue to seek these solutions, as we have in the past, it 
would be folly to weaken our collective military posture in the uncer- 
tain period ahead. If we are not serious about our defenses now, we 
will never be able to convince anyone of the seriousness of our inten- 
tions in what may well be a prolonged period of negotiations. 


MILITARY ASSISTANCE BUDGET FOR 1961 


Military assistance proposed for European country programs for 
the next fiscal year totals $459 million. The total for NATO coun- 
tries, including Greece and Turkey, is $740 million. In addition, 
there are certain regional programs—International Military Head- 

uarters, Infrastructure, Mutual Weapons Development, Weapons 
roduction, the NATO Maintenance Supply Services Agency—in- 
tended to support activities entirely or almost entirely within the 
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NATO area. Including these regional programs, there is a total of a 
little over $1 billion in military assistance programed for the NATO 
area, 

Military assistance proposed for Europe for fiscal year 1961 is 
approximately the same amount as that proposed last year. It is an 
increase over the amount finally programed for the area in fiscal year 
1960. Reduced appropriations in fiscal year 1960 as well as in fiscal 
year 1959 necessitated deferral of a number of important NATO re- 
requirements. Consequently, increased alloctions are now necessary 
to help offset the reduced appropriations of prior years which have 
resulted in a serious depletion of the pipeline. The executive branch 
is gravely concerned over the weakening effects on NATO's military 
strength which will follow unless steps are taken to remedy this 
steady reduction. 

The program which is now submitted for fiscal year 1961 is, in the 
considered judgment of the executive branch, the minimum required 
to support a level of expenditures adequate to finance items which 
are of critical importance to NATO plans in the next few years, and 
which our NATO allies would be unable to procure themselves except 
at the expense of other important sectors of their NATO defense 
effort. 

U.S. SHARE OF WESTERN DEFENSE BURDEN 


There is certainly more agreement on the necessity for building up 
our defenses today than there is on the question which logically fol- 
lows from it, namely, how this is to be accomplished. The question 
which is uppermost in the minds of many concerned with our common 
defense is ee Granted that our Western defenses must be strength- 
ened—are all NATO allies making as substantial a contribution to 
this end as they should, or is the United States carrying a dispropor- 
tionately heavy share of the Western defense burden / 

The recently improved international payments and reserve position 
of Western European countries, coupled with a decline in U.S. re- 
serves, has prompted the proposal that European NATO members 
might now take over entirely the burden of meeting their military 
requirements. Tlowever, examination of the nature of military as- 
sistance to the European area shows that this is not essentially a prob- 
lem of balance of payments. Indeed, as the committee knows, most 
of the money appropriated for military assistance is spent in the 
United States. Furthermore, military assistance to Europe generates 
purchases in the United States of spare parts and maintenance mate- 
riel which exceed the value of aid money spent in Europe. Last year 
such purchases were $300 million, which is substantially more than 
the U.S. military assistance funds expended in Europe. I think it is 
accordingly clear that drastically reducing or closing out our military 
assistance to Europe would not solve this country’s balance-of-pay- 
ments problem. 

To the more general question as to why our European allies, in view 
of their remarkable economic progress, cannot be expected to bear 
the entire cost of their military programs, the answer is also clear. 
Our European allies would be able to pay their own defense costs— 
provided we and they were willing to accept a substantially lower 
level of total defensive power. Our contributions are designed to 
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maintain a level of defensive strength which is much greater than 
could he expected from Kurope’s efforts alone. 

It is true that our European allies have made general economic 
progress. Ilowever, they continue to suffer a number of serious eco- 
nomic limitations. Living standards in most NATO countries are 
still from one-third to one-half as high as American living standards. 
At the same time, tax rates in other NATO countries. on the ave rage, 
are higher than U.S. tax rates despite the relatively deeper cut this 
means into consumption levels. Several European countries have 
joined us in extending substantial economic assistance to the under- 
developed areas of the world. Also, the governments of these coun- 
trie 3 encounter some of the same politica | obstacles to increased de 
fense efforts with which we are familiar in our own country. Since 
mee Th wea LpOons % are ineredib ly expe nsive, some of our : allies sinply 

‘annot si to equip their forces with these we: ypons andl at the same 
time bea ‘the he: avy Mik uinte hance costs the y have already undert taken, 

In view of the very real financial limitaions of our European 
allies, as well as the ever-present poli tical paeeinrs for arms reduc- 
tion, an elimination or drastie cutback of U.S. assistance would almost 
certainly provoke a downward chain reaction throughout “ NATO 
area. The allied voverhments and people s would say, in effect, “If the 
U.S. Government no longer considers our defense programs Unpor 
tant, why should we strain our economy to maintain these progranis /” 
In other words, if we are unwilling to accept the concept that total 
defense is what really counts—if we make the mistake of accepting 
the idea that each country must finance its own defense program 
through its own resources—then we must face the fact that the net 
result will be a dangerous reduction in the combined defensive power 
of the free world. 


STEPS TAKEN TO INCREASE EUROPEAN CONTRIBUTIONS TO 
COMMON DEFENSE 


Having made these cautionary remarks, I am glad to be able to 
report certain positive steps that are being taken to increase Huropean 
contributions to the common defe1 hse. 

We are constantly engaged in bilateral and multilateral negotiations 
with our NATO allies to bring about a more equiptable sharing of 
the costs of our mutual defense. In consonance with established U.S. 
policv—which is directed toward eliminating grant aid as other coun- 
tries become able to pay their own way—we are pressing these coun- 
tries to assume greater responsibility for their individual and collee- 
tive defense: and i in fact they are doing so. 

The economies of some NATO countries have improved to the 
point where they are considered financially « ‘apable of purch asing 
their own military needs, and grant material assistance is no longer 
programed for these countries. For all other countries military grant 
aid is extended only after careful examination to determine whether 
the country can purchase the material, and how the assistance can 
elicit a greater or more effective effort by the country itself. In 
addition, certain items such as spare parts and other conventional 
maintenance requirements of the European NATO countries, which 
were formerly covered by the milit: ary assistance program, are how 
financed for the most part by the countries themselves. 
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We think the record shows that we have had a very considerable 
measure Of success in eliciting increased contributions from our 
NATO allies for our common defense; in fact, considering the poli- 
tical and other impediments involved, we are surprised at the favor- 
able showing ourselves. The total of defense expenditures for the 
European NATO countries last year was $13.6 billion, an increase 
of 11 percent over the 312.2 billion spent in 1958 and more than double 
the 1950 expenditures. Furthermore, the trend toward significantly 
increased defense expenditures is expected to continue. ‘The Nether- 
lands is planning a significant increase in its defense budget in 1961; 
the United Kingdom has announced a 7.6- percent increase; the Italian 
Government hi as already put into effect a 4-percent progressive annual 

nerease: the Belgian defense budget for 1960, now before Parliament, 
represents a0 percent imcrease over 1959. Following the resolution 
of certain problems of training sites and types of equipment German 
defense expenditures rose steeply by 69 percent from the 1958 level 
ot $1.6 billion to Sz.7 billion in 1959. Let us not ignore the fact that 
in 1953 the United States was paying about 28 percent of the total 
defense costs of our European NATO allies; today, we are paying 
about S percent 

An abrupt termination of all grants of military equipment would 
seriously weaken the alliance system upon which the security of the 
United States depends. The actions of the United States in this field 
in the last analysis must be directed to the building of stronger allies 
who will make progressively larger contributions to the common 
def fense. 

We all know, of course, that the threat of international communism 
is not military alone—that the contest between the free world and the 
Soviet system is waged on many fronts. Our freedom and security 
are always endangered by Soviet capture of the territory, population, 
and resources of other nations. This is true whether the capture 
results from direct military aggression or whether it results from 
internal subversion, creation and exploitat ion of social chaos, politic al 
pressures, or economic blandishments. This means that we must con- 
tine to assist the lesser developed nations of the world in securing a 
greater measure of stability and well-being. 

At ee economic assistance from the United States to Europe 
has practically disappeared, except for a few small programs designed 
to deal a with special situations. Far more important is the con- 
tribution which our European allies are themselves making to the 
social and economic development of vast areas of Asia and Africa—a 
contribution which adds significantly to our own efforts and which 
we hope will increase in future years. We should recognize that these 
grants and loans by European governments for purpose s of helping 
the lesser de ‘veloped areas contribute to our common defense just as 
truly as their military expenditures do. Meanwhile, I would like to 
comment briefly on our special economic projects within Europe 
itself, which are r apidly diminishing in size but which are neverthe- 
less important to our national security. 
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DEFENSE SUPPORT FOR SPAIN 


We believe defense support for Spain has been instrumental in 
maintaining the spirit of cooperation which has made possible the 
construction and effective utilization of the air and sea base complex 
jointly operated by the United States and Spain. Defense support 
was an element in the Spanish import requirements which contribute 
to economic stability in Spain. Defense support was also an element 
in the Spanish economic stabilization program which has brought 
about sounder fiscal and monetary policies, and so far reversed the 
serious loss of foreign exchange. A small technical cooper ation pro- 
gram is contributing toward mode srnization of Spain’s civil aviation 
system and improvement in its agricultural and industrial produc- 
tivity. 

In connection with our discussion of the Spanish program, I am 
informed that during the hearings of this committee on April 28, 1960, 
Mr. Gary raised the question of why the U.S. flag is not flown over our 
bases in Spain, and I should like to have inserted in the record at this 
point a memorandum which deals with this question and which I shall 
read: 

The defense agreement of September 26, 1953, between Spain and the United 
States provides for the development of defense areas for joint utilization by the 
nilitary forces of the two countries. All of the new facilities, with the exception 
of the naval and airbase at Rota, were superimposed upon existing Spanish 
bases over which the Spanish flag was already flying. The agreement specifi- 
cally provided, in article III, that such areas should remain under Spanish flag 
and command, with the United States exercising necessary supervision of U.S. 
personnel, facilities, and equipment. 

The Spanish flag generally flies on the side of the field utilized by the Spanish 
forces. There is no outside flagpole on the side utilized by the U.S. forces. The 
U.S. flag is flown at marching troop formations on the bases and on certain 
occasions the honor guard has carried both the flag of the United States of 
America and the Spanish flag. The U.S. flag is additionally displayed in the 
offices of the U.S. military commanders. 

The United States has not been asked, nor has it volunteered, that its forces 
render formal salutes when the Spanish flag is raised or lowered. In most 
eases such a procedure would not be feasible in any event, in view of the dis- 
tances involved. However, normal military customs and courtesies provide for 
military personnel of our country to salute the flag of another nation when the 
occasion to do so arises. These courtesies are, of course, observed by American 
military personnel assigned in Spain, as in other countries. 


ASSISTANCE FOR BERLIN 


The Federal Republic of Germany is now providing the help neces- 
sary to maintain Berlin’s economic well-being. U.S. special assist- 
ance for Berlin, although modest in amount, underlines our “ae 
minished interest in the city’s survival in freedom and is a support to 
the Government and the people of the city in their resistance to the 
unrelenting Communist pressures to which they are subjected. .Amer- 
ican aid is being used jointly with West German and West Berlin 
financing for the construction in Berlin of a medical teaching center. 
The center, when completed in 1964, will not only help to relieve the 
present hospital bed shortage but will stimulate the training of medi- 
cal personnel, and will introduce American research techniques while 
at the same time generally furthering development of German medical 
research. 
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PROGRAM FOR YUGOSLAVIA 


The program for Yugoslavia for next year is limited to a small 
amount of technical cooperation. This assistance is designed to fa- 
miliarize Yugoslav technicians with modern American methods in 
agriculture, industry, mining, tr ansportation, and public administra- 
tion. The fact that we are contining assistance to Yugoslavia does 
not imply approval of the Yugoslav politic al or economic system. It 
should be regarded rather as a demonstration to the satellites of East- 
ern Europe, and to the uncommitted nations of the world, that the 
United States is ready to support the efforts of any country which 
needs help in preserving its independence from Soviet domination. 

In summary, our ability to make progress toward a secure and 
peaceful world will depend in large measure upon the strength, unity, 
and determination displayed by the Western World asa whole. I do 
not need to stress the dangerous consequences that could follow if the 
Soviet Union, or even our friends, gained the mistaken impression 
that U.S. support for NATO was slackening at this critical time. I 
am convinced that the mutual security program is one of the surest 
and most effective means of mobilizing our strength in NATO. It is 
for this reason that I believe favorable congressional action on the 
mutual security program is of greatest importance in carrying out our 
defense and foreign policy objectives. 

Mr. Passman. Thank you, Mr. White. 


DISCUSSION OF PERSPECTIVE FOR MILITARY ASSISTANCE PROGRAM 


There is one thing that often puzzles me or maybe I should say 
amuses me, and that is the creat effort that some of you go to try 
to hide the fact that this is foreign aid. I am re minded of the many 
names that this program has had. In only recent years you have 
gone from ECA to ICA and FOA, then mutual security; and it 
looks as if vou are trying to find a name which would disassociate 
this from foreign aid. My interpretation of a foreign nation is a 
nation some place else. If you give them something for which they 
are not going to pay you, to me that is aid: so why would it be so 
distasteful to you to get this where you identify it with foreign 
aid? That is beyond my comprehension. It might indicate that 
you were trying ‘to hide’ something somewhere. If foreign aid is 
necessary why should we try to disown it, and why should it not be 
placed out where everybody can look at it? Let us justify on the 
basis of the good it is doing, and let us not try to identify it with 
something et ntirely different from foreign aid. You could talk for 
the rest of the year and it would still be foreign aid. 

There are those that are determined to get this program where 
Members of Congress cannot find it. So let it be what it is, foreign 
aid, and let us just justify it on the basis of the good it is doing, and 
not call it something that it actually is not. Those are my sentiments. 

I suspect that under like circumstances individuals and nations 
would react similarly. We hope that when the chips are down these 
people will stay put. 

Now, you say on page 2 of your statement: 

It has been made clear by spokesmen of the Defense Department who have 
appeared before you, our ability to deter and resist Soviet aggression does not 








depend upon U.S. military power alone. It depends upon the combined 


inilitary 
power of the free world as a whole. 


This recent incident disap pointed me very much, Two of the 
recipients of foreign aid perhaps they could not do otherwise 
issued statements almost on the hour, and the V did not sound encor rag 
ing to me. They did not stand pat and wait for the particulars 

Do vou think that if something actually breaks out they would 
Stay put? 

Mr. Witrre. That is my judgment. 

Mr. Passman. And what do you think would happen in Indonesia? 

Mr. Wurre. That is out of my area. 

Mr. Passmawn. I thought that vou were trying to blanket the entire 
free world. You used the word “free world.” and that is why I 
brought if up. , 

Now, you say on page 3: 

We can never expect to _— a safe and workable disarmament agreement 
if we are so foolish as to make substantial reductions in our own armaments 
while we are attempting : negotiate such an agreement. 

Does the eon realize that this committee, supported by the 
Congress, reduced the military part of this program S82,224,622,000 
ina period of 5 vears, and we have had witnesses at a subsequent date 
sry that we made it a better and more workable program as a result 
of the reductions’ Do you not know that you can spoil nations as 
well as you can individuals by giving them too much money?. Do 
you not think we s hould CONS ider it On) the basis oft our ability to 
support programs of this type, and operate on the basis of justifiea- 
tion, rather thi: an upon the basis of the desires ot some to re ‘elve a lot 
ot money ¢ 

Mr. Witrrr. T think in the face of the common enemy and the com- 
mon threat, we have to look at this in terms of the common ability 
of the entire NATO group, 

Mr. Passo AN. There is voing to be a big pitch made to the effect 


ay 
about anything and every- 


that this one incident would justify just 
thing vou are requesting. . 

I stated earlier, and IT would like to repeat it for the record because 
you were not here, it has been my honor to be on this subcommittee 
for 8 years and to serve as chairman for 6 years, and serious incidents 
develop every vear. 

\n unidentified submarine approached New York, and then sputnik 
went up. The Chinese Fol closer to Formosa. Our marines landed 
in Lebanon. As long as there are tensions there will likely be serious 
incidents. 

I think we should remain calm and use our reason, and consider this 
bill from the st andpoint of need, and not on having a lot of money for 
obligations, and maybe to cause some recipient nation to feel better as 
the result of another big gift. 

That is going to be my approach, and I may stand alone but I hope 
not. 

Would you be available tomorrow morning, Mr. Secretary ? 

Mr. Wuire. I can be available. 

Mr. PassmANn. There are many questions about this statement that 
we have to get into, and I think perhaps we had better recess at this 
time until tomorrow morning at 9 o’clock. 
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WeDNEsDAY, May 18, 1960. 


Mr. Pr ASSALAN. The committee \ il] eome to order. 

We shall continue consideration of the military assistance program 
for Europe. Yesterday we had a statement from Mr. White, Acting 
Assistant Secretary for Muropean Affairs. In the interest of saving 
time, Which for us is now very limited, if there is no objection, we 
shall dispense with asking questions on Mr. White’s statement, and 
L apologize to him for having him come down this morning. We thank 
vou, Mr. White. 

Mr. Wurre. Thank you. 

Mr. Passman. The request this morning is for funds for “Military 
assistance, Kurope.” We have before Us Maj. Gren. Frederic H. 
Miller, USAF, Director, European Region, International Security 
Affairs, Department of Defense. 

General Miller, do you have a statement to make ? 


STATEMENT OF Director, EUROPEAN Recion, INTERNATIONAL SECURITY 
Arrairs, DEPARTMENT OF DEFENSI 


General Mittrer. Yes. 

Mr. Chairman and members of the committee, you have heard sev 
eral witnesses, includ} ng General Norstad, discuss the broad aspects 
of the military assistance program, particularly the need to continue 

ilitarv assistance to European nations. There is little I can add to 
What these witnesses have said on these points. Tlowever, a major 
portion of my responsibilities within the Department of Defense re- 
lates to the detailed application of the milit: ary assistance program 
to countries in the European area, and in this respect I can supplement 
that which you have heard from the other witnesses. 

M\ pu rpose is to provide the committee with information about 
the composition, and the rm ationale behind it, of the proposed fiseal 
year 1961 program for the European ¢ ountries. In those instances 
where I dise ‘uss military assistance as it pe rtains to NATO my remarks 
will exclude Spain - but will include Greece and Turkey. Details 
hn individual programs proposed for Greece and Turkey will be 
provided ina separate present: ation onthe Near East. 


NATO FORCE POSTURI 


The military assistance provided in the early davs of the NATO 


tllinnee was wenerally directed toward the activation and equipping 
of the maAxiNumM number of conventional forces to achieve ‘a collective 


defense capability as rapidly as possible. Thus we now have a NATO 
force posture of over 3 million men which has been established at far 

cost than an equivalent increment of U.S. forces. Indeed, even 
if several times the funds allocated for military assistance were ex 


ended on U.S. forees it would not have generated such a force of 


tr ed hahnpower familiar with the terrain and loeal eonditions, 
known to and trusted by the populace, and deploved for immediat 
resistance to aggression. These forces—an integral part of our total 


defense strateogy—ennnot make their most effective contribution with 
out modern weapons. Several factors, such as obsolescence of equip 
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ment acquired in the early years of the alliance, increased maintenance 
and operating expenses, and the tremendously increased cost of modern 
weapons underscore the continuing necessity for military assistance 
if our allies are to be effectively armed. 


OBJECTIVES OF MILITARY ASSISTANCE REQUIREMENTS 


General Norstad as both SACEUR and U.S. Commander in Chief 
Europe has placed his highest priorities for milit ary assistance on two 
objectives. These are, first, to obtain the missiles and advanced 
fighter aircraft designed primarily to improve NATO’s overall air 
defense posture; and second, to obtain the modern ships and aircraft 
needed to increase antisubmarine warfare and minelaying capa- 
bility . The most critical requirements are for modern weap- 
ons and equipment of the types which most countries are unable to 
provide from their own resources. 

The military assistance proposed for the European nations reflects 
our best judgment for phasing-in equipment and training which will 
fill the more pressing needs of the NATO forces. It also takes fully 
into account the ability of recipients to absorb and utilize all equip- 
ment effectively, including that which they already have or which 
they will provide for themselves. 


DEVELOPMENT OF PROGRAM 


In developing the program, country resources and ability to pay 
were evaluated in relation to urgent military requirements on a case- 
by-case basis. No materiel has been programed for three countries 
and the materiel programs for two countries have been limited to 
items required to meet prior U.S. commitments. Cost-sharing of 
military hardware for the other European countries in the fiscal year 
1961 program ap proximates 50 percent as compared to 15 percent in 
fiscal year 1960, Follow-on spare parts costs have been reduced ap- 
proximately 25 percent in fiscal year 1961 ———-. These measures 
have been designed to induce the European NATO countries to sup- 
port a greater share of their individual and collective defense. By 
these measures and by reducing expenditures for force maintenance 
we will obtain more force improvement from our MAP purchasing 
power. 

COMPOSITION OF COUNTRY PROGRAMS FOR EUROPE 


The fiseal year 1961 country programs for materiel and training 
amount to $459 million for the ——— countries of E urope ; ———. 
The total for NATO including Greece and Turkey is $740 million. 

The military hardware programs in NATO Europe are designed 
primarily to improve the air defense capability. Approxim: itely 50 
percent of the program is earmarked for advanced fighter aircraft, air 


defense missile systems, and radar, and other related electronic equip- 
ment. ———— 


(Discussion off the record.) 
ae al Miner. Seventeen percent of the hardware program is 
devoted to missiles other than air defense missiles. 
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(Discussion off the record.) 

General Mitier. Thirteen percent of the program consists of mine- 
laying ships and antisubmarine warfare ships, aircraft, and equip- 
ment. 

(Discussion off the record.) 

General Miniter. The remaining 20 percent of the program con- 
tains selected conventional equipment and force maintenance 
support — 

The training program represents approximately 7 percent of the 
total country programs for Europe. It consists, primarily, of train- 
ing for the missiles, aircraft, and ships being provided under the 
program. 

Consistent with the objective of achieving maximum force im- 
provement, 64 percent of the entire $459 million country program 
for Europe is allocated for this purpose. Of the remainder, 19 per- 
cent is for force maintenance and 17 percent for training and pack- 
aging, handling, crating, and transportation charges. 

(Discussion off the record.) 

General Miter. The foregoing has emphasized the more significant 
aspects of the proposed materiel and training programs for fiscal year 
1961. These programs have been developed with full consideration 
of the priorities and expressed needs of the U.S. Commander in Chief 
Europe, and the capabilities of European countries concerned. It 
is the considered view of the Department of Defense that these pro- 
grams represent the minimum fiscal year 1961 increment required to 
maintain an effective defense posture in Western Europe. 

Mr. Passman. Thank you, General Miller. 

Often during these hearings there has been testimony about the cost 
of U.S. military personnel. There seems to be the assumption on the 
part of many it 1s a foregone conclusion that it is our responsibility 
to pay for the cost of protecting practically all of the nations of the 
world. If that is firmly established, that it is our responsibility, then 
of course there is some sound argument for it. 

You say, on page 2 of your statement: 





Thus we now have a NATO force posture of over 3 million men which has 
been established at far less cost than an equivalent increment of U.S. forces. 

When something hot breaks out, almost without exception U.S. 
forces have to go running ina hurry. 


INCREASE FOR MILITARY HARDWARE PROGRAM 


Now you say on page 3 of your statement : 

Cost sharing of military hardware for the other European countries in the 
fiscal year 1961 program approximates 50 percent as compared to 15 percent 
in fiscal year 1960. 

That is a very substantial increase, 50 percent against 15 percent. 
Is that stated correctly ? 

(seneral Mitier. That is correct. 

Mr. Passman. Have the contracts been signed, or are they just being 
negotiated ? 

General Mintier. For the 50 percent ? 


53909—60—pt. 2 71 
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Mr. Passman. For our cost-sharing program. 

General Minter. Nothing has been signed against the 1961 program, 

Mr. Passman. In 1960 the United States put up only 15 percent: is 
that correct 4 

General Mitver. Of the program, total hardware program, 15 pet 
cent involve cost sharing. 

Mr. Passman. And this year it is 50 percent 

Greneral Minter. That is correct. 

Mr. Passman. Why is it necessary for us to increase so very sub- 
stantially, while many members of the NATO nations have their econ- 
omy growing and strengthening by leaps and bounds‘ Why do we go 
from 15 percent to 50 percent on cost-sharing ? 

General Minter. As a matter of fact, if we could, we would get 100 
percent cost sharing, because all of this elicits more on the part of the 
country and the contribution. 

Mr. Passman. Are we increasing ours, or are they increasing theirs? 

General Mintiter. They have increased theirs. Ours has increased, 
too. The number of dollars i Isa percentage increase, but we are elicit- 
ing a far greater percentage from these countries in cost sharing in 
1961. 

Mr. Passman. I want to clear up whether it is ours that is increas 
ing or theirs that is increasing. I did not read that from your state 
ment. 

You say on page 4: 

( Diseussion otf the record. ) 


NORWEGIAN AGREEMENT WITIHIL RUSSIA REGARDING UNIFORMED MILITARY 
PERSON NEL 


While in Europe we talked to the team in Norway. We were told 
many things with respect to our military assistance program in that 
country. One was that the Norwegians have an agreement with 
Russia that no uniformed military personnel are allowed on their 
soil. Is that your understanding ¢ 

General Parmer. No, that is not quite the way it is. The Nor- 
wegians made a declaration they would not allow the uniformed 
forces of any other power on their soil. It is not a signed agreement 
with Russia but it isa declaration intended 

Mr. Passman. It is the equivalent of one, as far as a practical appli- 
cation is concerned ¢ 

General Parmer. Except they can change it any time they want to. 
It was a public declaration. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

General Pacmer. The declaration was they would not allow forces. 
That does not apply to the MAAG’s, or even to the NATO Head- 
quarters they have there with the British, the Americans, and the 
other participating personnel. They have never allowed forces. 
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PROGRAMING FOR SHIPBUILDING PRIOR TO COUNTRY AGREEMENT 


Mr. Passman. We were told we had obligated funds for some type 
of a shipbuilding program and carried it as an obligation, In our 
examination we discovered - had not agreed to it. There was 
some question as to whether they would agree to it. It would have 
to be presented to their Parliament. It appeared many of them be- 
lieved they would prefer to have the money for their own people in 
their welfare state instead of some shipbuilding program. Are you 
familiar with that situation 4 

General Minter. There has been consideration given to consum- 
mating an agreement for the construction of certain vessels for — 
There is no money in this program for it, and an agreement has not 
been signed, as far as | know, and no funds are obligated. 

Mr. Passman. You are nevertheless carrying a reserve / 
General Minter. No, sir. 

Mr. Passman. Is this the same item to which you referred on page 
i? 

General Minter. There is a cost-sharing vessel in this program. 
Mr. Passman. Is this the same item as the shipbuilding program 
we referred to, for which we do not know whether the will come 
up with their part 

General Mitier. That is true about the vessel. I am thinking 
about a different agreement. 

Mr. Passman. You are thinking of a different shipbuilding pro- 
gram ¢ 

General Mitter. One that has been under discussion but has not 
been programed, 

Mr. Passman. That is the one that Iam thinking about, also. Has 
the agreement been signed on this one in the book ¢ 

Colonel Arrwouu. With regard to the vessel in the 1960 program, 
the country requires some sm: ul ships for coastal surveillance ———. 
They came to us and asked us to provide this on a grant-aid basis. A 
couple of years ago we got to talking to them and told them we felt 
they ought to get in and help finance these things in the country. The 

vessel that is in the 1960 program is a prelude to this entire cost- 
sharing shipbuilding program. It is our intention to get the country 
to help pay for these new vessels they require, and 1 would like to 


5 


point out respectfully, sir, that the program for — small vessels 
started out with a ian for grant assistance and we are pushing 
hard for them to pick up ——— percent of the bill. 


Mr. Passman. And that they have not agreed to do? 

Colonel ArrwouL. That is right. 

Mr. Passman. And they have not done that 

Colonel Arrwout. The Ministry of Defense is very much behind it. 

Mr. Passman. There is some question as to whether they will put 
up their money, and it has to go before their Parliament before any 
decision can be reached ; is that correct ? 

Colonel Arrwout. That is correct, but it has been approved by # 
spec ial group set up by the Parliament to consider the question. 

Mr. Passman. That is the information that I wanted to get. 
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AIRPLANE AND MISSILE PROGRAM FOR EUROPE 


Mr. Ruopres. Referring to page 4 of your statement and the one 
F-84-F squadron for ———,, would this explain the excess airplanes 
that are being furnished to ————? 

General Miter. They : are being redistributed. 

Mr. Ruopes. What is the cost of each one? 

General Miniter. These have no cost except rehabilitation. 

Mr. Ruoprs. There is a cost for rehabilitation though ? 

General Mitter. ————. 

Mr. Ropes. ———— supplies the spare parts as I recall. They buy 
the spare parts, do they not? 

General Minter. Yes. 

Mr. Ruopes. I also notice that you have a purchase of NIKE mis- 
siles and components for various countries, including —. There 
is a NIKE unit in existence in — at the present time. Is this 
an additional unit ? 

General Minter. No,sir. This isthe one in being. 

Mr. Ruopes. Why did you have to buy more missiles? 

General Minter. We have programed into the country on a phased 
basis. This includes eight AJAX and eight HERCULES missiles. 
We will add to it as we go along. We ordinarily do not put in the 
whole load of ammunition to begin with. 

Colonel Arrwonn. There are four NIKE and four HERCULES 
missiles in the program for service practice. 

Mr. Riopes. You mean AJAX and HERCULES? 

Colonel Arrwont. Yes. These missiles are designed for their 
annual combat training. 

Mr. Ruopes. Which they fire inthe United States? 

Colonel Arrwonn. That is correct. These are training missiles. 
The other four are worked in there for a buildup of the tactical missile 
objective. 

(Discussion off the record. ) 

Mr. Ruopes. What isthe DAVY CROCKETT? 

General Miturr. The DAVY CROCKETT is a_ short-range 
weapon, ——— and it has a dual capability. It is the infantryman’s 
dual purpose hand grenade really. It can be projected through a 
launcher. 

Mr. Anprews. And it is used mostly for antitank work? 

General Mitirr. That is the purpose, or it could be used against 
small fortifications or anything of that nature. It is a very new 
weapon, sir. 

Mr. Ruopes. The NIKE battalion in ———— actually does not 
operate in - does it? 

General Parmer. I do not believe so. 

General Miter. I think it is in ——— 

General Paraer. The NATO air defense is all forward. 

Mr. Ruopes. With regard to these missiles that you intend to buy 
are there any new battalions, or components represented, or are they 
- ammunition for established units? 

General Miniter. There are some new units here, sir. There is a 


SERGEANT system. 
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Mr. Ruopes. I am talking about NIKE. 

Colonel Arrwont. No new units. This is all a tactical service 
buildup for modifications for handling new missiles, 

Mr. Ruopes. Are you phasing out the AJAX ? 

Colonel Arrwoun. We will phase it out eventually. 

Mr. Ropes. But not in this fiscal year? 

Colonel Arrwont. No, sir. It will take more funds to do that, sir. 

Mr. Ruoprs. I am very much confused about the missiles because of 
the fact some are for training, and you have already stated that they 
are fired in the United States. I take it then you mean that these 
missiles which you have set forth here on page 4 will not actually 
be exported from the United States; at least some will not? 

General ArrwonL. Some will not. They will be delivered at Fort 
Bliss for their annual service practice. They do this once a year and 
we feel that it is absolutely essential that these units, once they are 
trained, come back once a year for a couple of weeks. 

Mr. Ruoprs. They all come back once a year ? 

Colonel Arrwout. Yes, and they will come back until they find 
their own range over there in Europe. 

Mr. Ruoprs. ‘The ———— program for - appears to be un- 
popular in certain quarters. Do you know why we _ upon the 
——— taking a weapon like the — which is, as far as I can tell, 
pretty much antiquated, and was at the time we put it ae being. 

General Miuuer. I do not think it is unpopular in — . General 
Norstad supports it. 

Mr. Ruopes. We have information from the ———— that they do 
not particularly care about it. If you do not have that information 
there is no reason for me to ask about it. 

General Mitier. We do not have that information. I think that 
the —-—— are enthusiastic about getting the weapon as a matter of 
fact. ——————_. 

Mr. Ruopes. The 

General Mitier. That is so. 

Mr. Rnoprs. Actually, are we filling in a gap with these ———, 
or what are we doing? Why do we keep fooling with these weapons 
that are obsolete, to say the very least ¢ 

General Minter. These weapons are needed, I would say, by 
SACEUR because they give him a ——— capability in addition 
to what he has otherwise. He has considerable doubt, I think, as to 
some of his —-—— capability, ———, and he wants this as an added 
piece of flexible equipment that he can use. As a matter of fact, 
the U.S. Air Force also has ——— in Europe. I do not know whether 
you know that or not. 

( Discussion off the record.) 

Mr. Ruopes. I think that is all that I have. 

Mr. Passman. Mr. Gary ? 

Mr. Gary. I have no questions. 

Mr. Passman. Mr. Conte ? 
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CURRENT IMPORTANCE OF NATO 


Mr. Conrr. General Miller, do you feel NATO today is as im- 
portant as it was prior to the ICBM and the IRBM missiles? 

General Mruter. Yes; I feel itis fully as important. Its importance 
has not diminished one bit. 

Mr. Contr. Asa result of the ICBM, vou do not feel the type of war 
would change? We had a witness before this committee who thought 
that NATO had lessened its strategic importance. 

General Muzer. I would say, if 1 were going to fight the next war, 
T could not possibly attempt to forecast it, nor do I think the people 
in the United States can. 

Mr. Contr. Can you give us some reason why you think NATO is 
as important today as it was prior to the ICBM missile ? 

General Mituer. One of the ways that war is apt to break out—and 
there are many—would be for your a ponents to attempt to nibble 
you to death. They can take a little bit here, a little bit here, and a 
little bit there. That is one of the main reasons NATO forces were 
ereated. There was a feeling that if we did not defend against the 
nibbles, ultimately it would all be done. 

This is General Norstad’s thesis really, that he must have these 
forces in NATO to see that he ean contain aggression where it begins 
and force a pause and then cause an assessment, really, a determination 
to goto the so-called general war. 

Now, the nature of war in Europe, if it comes 

( Diseussion off the record.) 

General Minter. It may start with a massive atomic display, maybe 
with a large roc ‘ket displ: iV. The re are people who will Say we will 
merely have a great intere hange of missiles. I see no reason to believe 
that. I think it is much more apt to be a combination of arms exerted 
wherever the enemy feels he can make most progress. 


PROGRAMING FOR SHIPBUILDING PRIOR TO COUNTRY AGREEMENT 


Mr. CONTE. Getting back to the vessels in - Vou hi ave on page 
S7 of your justifications vessels. Is this a different program 
from the program that has been brought out here, that we have made 

i proposal to - - that if they would contribute percent of 
the funds we would build certain vessels for them ? 

General Mintuer. The — vessels represent the NATO require- 
ments of the country. That is a statement of requirements and not a 
statement. of the shipbuilding program. 

Mr. Contr. Are those built 4 

General Minter. The forces in being I do not have here. These are 
substantially vessels in being at this time. I think. The requirement 
is for - destroyers, submarines, — mine lavers, and 
: patrol vessels. The - havea great many obsolet te ships, 
however. 

Mr. Contr. To set the record straight, is there any obligation in 
these justifications for this program ? 

Colonel Arrwonn. May I answer in part? At the present time we 
have only moved into the - -end of the cost-sharing program. 
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The are in the process of revising their NATO requirements. 
Included in these ———— vessels are the vessels in the program ———— 
the —-—— presently covered by your NATO requirements. 


Mr. Contre. I think you missed my question. ‘There has been some 
cloud thrown on the record and I am trying to straighten it out, that 
a proposal has been made to ——— that if they contribute on a cost- 
sharing basis with the United States on the building of certain ships, 
we will go along with them. It has been brought out this has not 
been passed by the Parliament ———— and my question is very simple: 
Do you show in these justifications this obligation? The answer is 
either “Yes” or “No.” 

General Miter. For one vessel. 

Mr. Forp. How much is so obligated ¢ 

Colonel Arrwou. 1 want to point out one thing: The funds are 
not obligated ; no, sir. 

General Pauaer. The question is very simple and it can be answered 
yesorno. Is there anything in these estimates, any cost-sharing deal, 
that the ———— Parliament has not agreed to? 

Colonel Artwou.. No. 


OPERATIONAL STATUS OF MISSILES IN PROGRAM 


Mr. Passman. We will clear that up so completely there will not 
be a misunderstanding about it. I know what ae said in response 
tomy questions while I was in ———. While I am looking it up, Mr. 

Andrews, do you have any questions on the general statement ? 

Mr. Anprews. General Miller, you stated that we have NIKE, 
JUPITER, THOR, —, and HONEST JOHN missiles scattered 
about in different places. Do you consider all those weapons you have 
in place are ready to fire and will fire and will be accurate : and so forth 
and soon? What condition do you consider them inf What about 
the reliability of them 4 

General Miter. There are various degrees of readiness in the 
program. In the United Kingdom, for instance, where we started 


earlier, we have ——— operational squadrons of THOR’s. 
Mr. Anprews. THOR’s or JUPITER’s? 
(reneral Minter. THOR’s. ———. 
In the Italian program - - these are JUPTTER’s—two squad- 


rons ultimately. 

In the Turkish program, which is NATO, one squadron is pro- 
oT amed —_— 

With alee missiles like the NIKE, the NIKE program has been 
preceded with expensive traming in the United States, and as the 
training has been completed the equipment then has been shipped to 
the country and the unit has gone back and been constituted. - 
This will be a steady phased buildup from now on. 

Mr. Anprews. That is an area defense; is it not / 

General Miniter. That is right, sir. 

Mr. Anprews. With regard to the IRBM’s that you have, the 
JUPITER and the THOR— 

General Miniter. These are much longer range weapons, and they 
are offensive weapons instead of defensive weapons. 
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POSSIBLE ADDITIONAL MISSILE PROGRAM 


Mr. Anprews. Do you plan to put any more JUPITER or THOR 
sites in the European area ¢ 

( Discussion off the record. ) 

General Mruurr. There is a proposal, and it is nothing more than 
an offer at the moment, that on MRBM’s to NATO—and this was 
made by Secretary Gates last April and has not been accepted by 
anybody, it is still under discussion among the NATO countries as a 
matter of fact—— 

Mr. Anprews. And what would that proposal do? 

General Mitier. It was a twofold proposal. The first proposal 
was to sell POLARIS missiles to a group to be under SACEUR 
control and let them build the ground launch equipment. The other 
proposal was to assist them in the production of missiles, which would 
also be under SACEUR control. 

Mr. Anprews. What type of missile? 

General Mitier. Weare talking about POLARIS. AsT say, these 
are proposals. They have not been accepted in any way by anybody 
at the moment. They are only the very barest of proposals. 

Mr. Anprews. The POLARIS, if and when developed and put 
into operation, would be a very effective IRBM: would it not? 

General Miuier. Yes. 

Mr. Anprews. For the European bases. 

(Discussion off the record. ) 

Mr. Anprews. That isall, Mr. Chairman. 


PROGRAMING FOR SHIPBUILDING PRIOR TO COUNTRY AGREEMENT 


Mr. Passman. Let us get the record straight on this shipbuilding. 
I did not know that you had such a program in ——— until this com- 
mittee went to Europe. There are several pages of testimony regard- 
ing it, and I shall read only the pertinent part. 


They want the shipbuilding program. In the first place, the impetus, 
to give you the history of this, came from the program from . The —— 
were made aware that — had such a program and ————, being a maritime 
nation and power, and the - government wishing to maintain a_ high 
percentage of employment, wanted to help their shipbuilding program. We 
have no agreement, but we hope they will pay — of the cos*. We believe 
they will agree to put this money on top of, and in addition to, their national 
defense budget. 

We believe that is good too. 

- has a legislative policy—it is not a statute, but a policy—under which 
they maintain their national defense at a constant level except for increases 
in the cost of things, index of living. 

If we get the ship construction program going they will pull out what I would 
call welfare funds, like building ships, out of WPA funds as we did one time: 
they will put that on top of their budget and will increase it that amount. 


Mr. Forp. Could Lidentify who is speaking ? 
Mr. Passman. ———. He is the MAAG chief in ———\., and he 
says that if we get the ship construction program going they will 


pull out what I would call welfare funds—like building, out of WPA 
funds, as we did one time—and they will put that on top of their 
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budget and will increase it that amount. We have not gotten it 
through yet. I continue to quote: 

Mr. RuwopEs. Do you have any firm agreement on the shipbuilding? 

—-. No, we do not. We are not yet allowed to negotiate. 

Mr. Ruopes. How much money is in the 1961 budget for this program? 

——. —— million. 

Now, I think that I was quoting accurately all the way through, and 
I think that the testimony supports my position. 

Mr. Ruoves. I have been looking at the sheets for — here and 
I find all of a sudden that the — million to which the MAAG 
chief testified has become a certain type vessel on the sheets here. 
There is no obligation in 1961 for ——— million for other types of 
vessels, but there is - — million obligated for this type vessel. 

Mr. Passman. I think it is the program that is muddled, and not 
the chairman’s mind, on this matter. I clearly recall what the MAAG 
chief told us. 

Mr. Ruopres. The chairman is absolutely correct as to what he told 
us. The point is, when you look at the sheets they do not tally with 
what we were told. 

Mr. Passman. It did not register favorably with me, and I did not 
think that it registered favorably with the gentleman from Arizona. 

Mr. Ruopes. My understanding was that the ——— had a welfare 
problem on its hands and did not know whether it wanted to spend 
the welfare money in this way or some other way. That is about the 
way that it worked out. 

Mr. Murrny. May I interject? I think the important thing to 
keep in mind in all of this, however, is that there have been no funds 
obligated. The United States has not obligated any money. This 
money is requested for the fiscal year 1961 and there has been no 
obligation of funds in advance of an agreement by the Government 
of ——— to undertake this program. 

Mr. Passman. You will immediately put that in a reservation cate- 
gory if you get the money ? 

Mr. Mcrruy. We would not undertake this program fiscally at all. 
There would be no fiscal transaction at all, Mr. Chairman, except 
perhaps a program approval subject to the ——— Government’s ap- 
proval, and at that time only could we record any kind of a liability 
of the United States to contribute to the financing of this project. 

Mr. Passman. May I continue to read from the testimony : 

















However, if we were unable properly under the proper contracts to 
obligate this money by June 30, I am sure that the European Command could 
use this money somewhere else. 

Mr. Mureuy. He means June 30, 1961, I believe. 

Mr. Passman. Maybe so. I am familiar with your reservation 
program. If we do not clear up this record, whatever funds you get 
you are going to throw in behind a reservation. It will not be an ob- 
ligation, but a reservation. The plan might be 10 years materializing. 

“Mr. Murpuy. The reservations are used only for items to be issue d 
from service stocks and could not possibly be used in a transaction of 
this nature which involves new construction of vessels. 

Mr. Passman. We are told that you never dereserve funds: and 
then you stick these funds in behind that reservation, and of course 
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they are lost. to the ae We never know. We know in many 
instances that vou have, or plan to reserve funds: or you may obligate 
them for missiles, for nceade, with the country, but it requires the 
approval of the legislative body and approval of the military authori- 
ties of that country before you can actually get an agreement. 
Mr. Forp. What kind of a vessel is this that we are talking about? 
General Mintuter. This was a vessel to meet basically offshore com- 


mitments. Since that time the - — Government changed its re- 
quirement and wants to get its NATO force commitment. changed, 
They must go back to NATO to do this. The - accepted this 
In 1958. 


Mr. Forp. This vessel ? 

General Mirier. They accepted roles and missions which give them 
tasks to perform which require this kind of equipment. Subse- 
quently, the - Government changed its mind about this. They 
want to go to ships that are smaller and can work around their shores, 
For this reason they are making a formal represent: ition to the NATO 
authorities to change their roles and missions in terms of the type 
of equipment needed. They want to go to smaller equipments to be 
used inshore and for things like that. 

Mr. Forp. How does that reflect itself in the vessel problem / 

General Minter. They will want smaller vessels really in the long 
run. 

Mr. Forp. They want a vessel, but a vessel of a different type? 

General Minurr. That is true. The authorities are not 
abandoning their NATO requirements. They want to get them 
changed and this is the representation that they are making at this 
time, 

Mr. Forp. How many vessels of this type do they have currently? 

General Miner. Four. 

Mr. Forp. How did they acquire those / 

General Miniter. Tdonot know. They have four ——— 

Mr. Forp. Do they havea operational cap: ability? d 

Colonel Arrwour. The vessels they have are not. really operational. 
The “y are obsolete. They leak. The Vv are absolute ly Vi alue less to per- 
form the job. 


Mr. Forp. This ———— million set forth in here is our share of the 
proposed ——— shipbuilding program ? 

Colonel Arrwout. Yes. The proposal is that the vessel will cost 
——— million. If the United States puts up for one — they will 


match it with another and at the moment we have not made any 
obligation. We are not permitting the MAAG to talk to the country 
officials in concrete terms because we stand on the principle that. until 
some appropriations are made available, and we can see whether or not 
the funds are available, nothing could be concrete. We do not permit 
the MAAG to go out and talk with the officials on concrete term; no 
less than their people can talk to us. 

Mr. Passman. I do not like to think that we should reach the point 


of discounting what the MAAG Chief tells us out in the field. What I 
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just read about the welfare state were the words of - - our own 
MAAG Chief. I shall quote further from ha tentinbos: 


Mr. PassMAN. You could not say at this time that you are going to have a 
program, could you, inasmuch as ———— has not agreed to the shipbuilding con- 
tract? There is a possibility you will not have the program; is that not true? 

——. That is true but the reason we have included it in our 1960 program, 
and the reason we have been able to justify this in the European Command and 


get the money is that, in our 1960 program, the condition of the —— in ———— 
are so atrocious. I do not think they are effective naval weapons. 
Mr. PassMAN. Do the ——— agree to that? 
. No, sir. 


Ir. PASSMAN. Why do they not sign the contract? 

It is political. It involves taking welfare money and using it for 
defense. It is a delicate political problem in this country. 

That anaes of your MAAG Chief. 

Mr. Forp. I do not see ‘anything wrong with the diversion of wel- 
fare funds to defense if it is essential to a country, including our own 
national security. Iam for it. 

Mr. Passman. My point is that we are urging them to contribute a 
certain amount of funds, and we will put up matching funds, but they 
are about to reach a conclusion that they would rather have the 
money for political reasons than for their own security. I cannot 
arrive at any other conclusion from the testimony. 

Mr. Foro. May I pursue this. Is it estimated that the cost of build- 
Ing such a vessel is million ? 

Colonel Arrwoun. Yes. 

Mr. Forp. Fully equipped? 

Colonel Arrwoutn. Yes. 

Mr. Forp. Is it anticipated that we would put up our —-~—— million 
only providing they put up for another vessel ¢ 

Colonel Arrwoun. That is a condition of the 1961 program and it is 
well-known tothe MAAG Chief 

Mr. orp. And the vesse] would be built where? 

Colonel Arrwout, At the moment they are not quite certain whether 
they would be built. 

(Discussion off the record.) 

Colonel Arrwont, They are trying to get the best possible vessel 
with the least amount of money. 

Mr. Forp. How long will it take to complete the job once it is 
started ? 

Colonel Arrwoun. It would be difficult for me to state at this par- 
ticular moment. If the vessels were built wholly in another country’s 
shipyard with some equipment being provided from the United States 
it could be approximately a 14- month job, whereas if the country in- 
sisted on building it and had to get the technical know-how, it would 
take 24 to 30 months. 

Mr. Forp. How large is the vessel 4 

Colonel Arrwoun. Not very large, about 450 tons and designed for 
coastal surveillance. They have r: adarinthem. The vy are not designed 
to go out on the high seas and fight: they are designed to make sur- 
veillance of the costal waters and keep them under cover because some 

- fishing boats are in that area continually, and they do not know 
when these people might come to shore. 
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Mr. Forp. What is the total ———— requirement for ————t 
General Miuiter. The NATO requirement in - is four. 
Colonel Arrwont. They are requesting a change for a total require- 





ment of ———-. This is the number they feel they need to do an 
adequate job. 

Mr. Forp. ———— rather than ———? 

Colonel Arrwouu. That is right. 

General Minter. That is the ——— proposal to the North Atlantic 
Treaty. 


Mr. Passman. We have spent the taxpayers’ money by going out to 
these countries and holding hearings. We actually had in before 
us the MAAG Chiefs who were supposed to know; and I believe they 
do know much about the program, because they deal directly with the 
representatives of the other governments. I am certainly puzzled 
by this item, as on many others, as to what our position is, or should be. 

I now quote again from the transcript: 


———. That is true but the reason we have included it in our 1960 program, 
and the reason we have been able to justify this in the European Command and 
get the money is that, in our 1960 program, the condition of the ———— in -———— 
are so atrocious. I donot think they are effective naval weapons. 

Mr. PassMAN. Do the ——— agree to that? 

———.. No, sir. 





So, the record speaks for itself. 

(The following was submitted for the record :) 

The quotation of the testimony of the Chief of the MAAG on page 2422 of the 
hearing definitely indicates that the country authorities want the shipbuilding 
program. Messages and letters forwarded by the MAAG and the country team 
clearly indicate the country’s defense officials agreement on ineffectiveness of 
the vessels in question and their strong support for the shipbuilding program. 
Further, the Government’s determination to request funds to carry out the pro- 


posed program would not be possible without strong popular support of the 
Government. 


Mr. Forp. May I ask another question, Mr. Chairman? 
When is the anticipated date you will get a final answer from the 
Government or through their Parliament? What is the sched- 
ule on that? 

General Mitrer. I simply cannot say how the MAAG negotiations 
are progressing. I would say to get a change in NATO force struc- 
ture requires confirmation by the headquarters. 

Mr. Forp. Do you need a force structure change to get two vessels? 

General Miter. No, sir, because there are four vessels needed now. 
There will be ——— needed if the — are successful in—— 

Mr. Forp. I do not see the relevance of any discussion whatsoever 
about force structure change. That only involves anything over four. 

General Mitter. This is true. 

Mr. Forp. What is the time schedule which you anticipate where 
you would get concurrence or disapproval by the — authorities? 
* General Miuurr. I think it hinges this way: They will not approve 
this part of the program until they can get the whole thing approved. 
It is all in one package as far as the country authorities are concerned. 

Mr. Forp. In other words, the ———— will not put up the money for 
the second vessel until they get the force structure changed ? 

General Miter. I think that is correct. 
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Mr. Forp. It is relevant whether you get a force change, then. How 
long will that take? 

General Mitier. I do not know. I do not know how long it will 
take the people in the European headquarters, meaning the interna- 
tional headquarters, to approve it. At the present time they are con- 
sidering this change along with others. I would say it would be at 
least 3 months from the time it is proposed until SACEUR could 
approve a force change of ——— requirements. 

Mr. Forp. Sometime in the next 6 months, it should be either ap- 
proved or disapproved ? é 

General Mitter. This would be my opinion. 


Mr. Forp. If it is changed from a 4~- to ——— vessel —_—— then 
it is your judgment that the ———- Government would put the 





million up for its 

General Mitzier. In my judgment, they would be willing to go 
ahead with the program, because I believe that they cannot make at the 
political level this kind of nomination to NATO without having it 
cleared with the responsible sections of the government. 

Mr. Forp. That is all. 

Mr. Passman. If they are in disagreement as to the need and con- 
dition of the present ————, would you endeavor to force your will, 
or would you let their will prevail ? 

General Mitier. I would not force equipment on them which I 
thought they did not need. 

Mr. PassMman. Do you respect their views when they indicate that 
they do not want the program ¢ 

General Mittrr. I do not believe they have said they do not want 
the program. 

Mr. Passman. You interpret the testimony of your own ———, a 
MAAG chief, anyway you wish. I think it is clearly indicated that 
they do not want that part of the program. 

Are there any questions ? 

Mr. Ruopes. Will the chairman yield ? 

Mr. Passman. Yes. 

Mr. Ruopes. General, in view of the state of the testimony regard- 
ing the vessels and the coincidence of the fact that the MAAG chief 
told me there was in the 1961 program ——— million for other type 
vessels and you have ———- million on the books for this type vessel 
and do not know when the vessel will be built, do you not think 
that ———— million probably will end up in the other type vessel ? 

General Miturr. No, sir; I have no reason to believe that. 

Mr. Passman. Any questions, Mr. Andrews, on the general state- 
ment ? 

Mr. Anprews. If the ———- million is in this bill, will it be held 
for this type vessel and not any other purpose, in line with Mr. 
Rhodes’ question ? 

General Miter. No, sir; I would not say that is true. If for some 
reason the vessel drops out, the funds would be reprogramed. 

Mr. Anprews. If the ——— concluded it would rather have the 
other type vessel ? 

General Miter. We would convert it if it met a NATO require- 
ment. 
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Mr. Passman. Any questions ? 

( Diseussion off the record. ) 

Mr. Passman. | will say for the record that in my opinion, if there 
was ever a place that ————- million could have been saved, it was at 
that particular point. 

Governor Montoya, any questions on the general statement, before 
we proceed to the examination by nation ¢ 

Mr. Monrroya. I have one or two questions here. 


INCREASED COST SHARING FOR MILITARY HARDWARE 


General, I notice in the table that the military assistance program 
for fiscal year 1961 is considerably higher than for fiscal year 1960, 
For instance, in fiscal year 1960, your justification was for the f figrure 
of $1,600 million, whereas for fiscal year 1961 it is for $2 billion. In 
your statement before the committee you indicate that the cost sharimg 
of military hardware for the European countries in the fiscal year 196] 
program approximates 50 percent compared with 15 percent in fiscal 
year 1960. Would that not of necessity, with other circumstances, 
cause a reduction rather than an increase in the military assistance 
program / 

General Miter. No, sir. The cost-sharing percentage is increased 
as we get other nations to contribute more for their own defense by 
agreeing to cost-sh: . with us. 

Mr. Monvoya. I understand that, General, but of what benefit is 
the increase in cost sharing by European nations if at the same time 
we are increasing the military assistance program / 

General Minter. The benefit is that we meet the military require 
ments far better 

Mr. Monroya. Then I take it that, while you are increasing the cost- 
sharing basis or ratio of European countries, you are continuing to 
increase your requirements for overall military assistance. 

General Minter. No, sir. The requirements have not changed pre- 
cisely or substantially. Weapons systems and things like that change, 
and you must have modernization. I think your argument presumes 
that we would have met all the requirements on the basis of the S16 
billion we asked for last vear. 

Mr. Monroya. What I am trying to elicit from you, General, 
that in spite of your efforts to increase cost sharing by E sonal 
countries, the fact remains that we are still increasing the military 
assistance program in terms of dollar costs 

General PaumMer. The answer is “ Yes.” 

Mr. Passman. The very able former chairman of this committee 
cleared that point yesterday. The program had started down, and 
the committee thought that it was leveling off, because last year they 
requested only $1.6 billion. After the Draper report they did not 
ask for a supplemental appropriation; but they took the last year’s 
request and added the Draper recommendation to it, to come up with 
the $2 billion, So if the gentleman asked whether the cost of the pro- 
gram was starting back up again, the answer is “Yes. 

Mr. Monroya. I just w anted that for the record. Thank you. 
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Mr. Passman. Mr. Natcher, any questions on the general statement / 
Mr. Natcuer. Not at this time, Mr. Chairman. 


IMPACT OF COST-SHARING PROGRAM IN EUROPEAN THEATER 


Mr. Forp. Can you show by chart or table the impact of the cost- 
sharing program since its inception in the European theater? When 
was the first fiscal year that you had cost sharing ¢ 

Colonel Arrwout. The first significant cost shar ing was in 1960. 

Mr. Forp. Did you have some in 1959? 

Colonel ArrwouL. Yes. 

Mr. Forp. I think it would be helpful to show whether the cost 
sharing makes any impact and have it laid out in tabular form, and 
project what you think will be the case in future fiscal years. 

Colonel Artwout. I believe the cost sharing can be best illustrated 
in this respect: As you know, we have been providing jet aircraft to 
NATO countries on an almost 100 percent grant basis. We have 
requirements to replace these aircraft, which r rapidly become too old. 
They are becoming obsolete. ‘Take the new aircraft proposal. What 
we are trying to say to these people is, “It is costing us more money. 
You will have to help us. We will not give you a wholly grant- aid 
aircraft any more. For every aircr att we give you, we will expect 
you to provide two or three yourself.” This is the impact of the cost 
sharing. As we are spending on MAP, we insist that the other nations 
prov ide certain naieieatinils such as counterpart under the old economic 
program, but in terms of new hardware, where previously we were 
more or less prov iding iton a straight grant basis. 

Mr. Forp. Can you show the impact of that in dollars as well as 
the impact in percentage of the total? Is that not feasible? Then 
we would have something tangible to put our hands on, either that 
cost sharing is helpful or that it is not, in dollars and in percentage. 

Colonel Arrwoun. I imagine a chart showing that could be 
provided. 

Mr. Forp. I think it would be beneficial for the record. I want 
only what the record shows. If it is good or bad, that would be 
helpful. 

Greneral Minter. Let us try to make one. 

[ have one other thing to say about this. The more we get of cost- 
sharing, the more it offsets the increasing cost of weapons if require 
ments stay the same in numbers, but if the items cost a great deal 
more, then it will cost more money to buy them. If we can get a 
further response from these countries by cost-sharing these items, then 
we will be able to supply more modern weapons. 

Mr. Forp. That is all, Mr. Chairman. 

(The information requested is classified and has been furnished the 
committee. ) 

Mr. Passman. I think I should state for the record, digressing 
briefly before we go ahead with this, that my mail from universities 
throughout the country is becoming very voluminous. Some of them 
have stated that it has been suggested from downtown that they 
write. I shall bring the letters over. I had some of them here yes- 
terday, It appears to me this is going entirely too far, if the peo- 
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ple downtown would alert the universities to some of the matters 
which we discuss in this committee, and encourage these letters. 
There have been many of these letters coming to my office; so we shall 
possibly have to ask some people downtown to give us some reason 
why they would violate the rules of this committee, use the informa- 
tion here, and suggest that the people out in these colleges turn on the 
pressure. I shall bring the letters over, and I am going to discuss 
the matter with other members. 


INCREASE FOR 1961 PROGRAM FOR EUROPE 


Mr. Passman. We shall consider the military assistance program 
for Europe. The 1960 program is $363,629,000. It would appear 
from the justifications that you are requesting $459,159,000 for fiscal 
1961, an increase of $95,510,000. 

General Miuier. Yes, sir. 

(Discussion off the record.) 


BELGIUM 


Mr. Passman. For Belgium, in 1960 you programed ———. You 
are requesting ————,, an Increase of ———— 

I think the record should show that almost every program in mu- 
tual security has increased. Whether it is grant aid, whether it is 
technical aid, whether it is a loan, or a so-called loan, almost every 
country had an increase. So this is not limited to military. I would 
not want you to think we are singling out military, because the in- 
crease is in every phase of the program. It is almost impossible to 
find even a token reduction anywhere in any part of the program for 
any country. 

What was the amount of the Belgian program for fiscal 1959? 

General Mriier. $3,150,000. 

Mr. Passman. You went from $3,150,000 to ———— and you are up 
to ———— this year. 

You say that Belgium has one of the most industrially advanced 
economies of the entire world. What is the total amount of military 
aid given to this country through June 30? 

General Minter. —— 

Mr. PassMan. What is the program figure ? 

General Miter. It is not included. I have cited deliveries. 

Mr. PassmMan. Now give us the program figure, if you will, sir, or I 
could ask this question: What amount of funds do you now have 
obligated and/or reserved, the total of the two for Belgium, in addi- 
tion to the figures you have just given ? 

General Minter. Off the record. 

( Discussion off the record. ) 

Mr. Passman. This is military assistance only ? 

General Miuuer. Yes, sir. 


TOTAL ASSISTANCE TO BELGIUM 


Mr. Passman. What isthe amount of the total assistance ? 
Mr. Mourrpuy. I shall have to get the European geographic book. 
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Mr. Passman. All right; get the geographic book. It would not 
be inappropriate to indicate occasionally the total going to these na- 
tions. 

Mr. Murpuy. I have it here, sir. 

In addition to the military figure which the general has just read, 
Mr. Chairman, there has been economic assistance under the mutual 
security program to this country of $558,702,000. The grand total, 
therefore, under mutual security would be 

Mr. Passman. ———— Is there any other aid you would add to 
that ? 

Mr. Murrny. None other that lam aware of, Mr. Chairman. 





EXCESS STOCKS PROGRAMED FOR DELIVERY 


Mr. PassmMan. In addition to the dollar assistance, how much excess 
stocks have been programed for delivery to date / 
General Mituer. There have been delivered to date $16,744,000. 
Mr. PassMan. Programed 4 
General Mititrr. There was nothing in 1959 or 1960, sir. This is 
the total. 
DEFENSE EXPENDITURE OF BELGIUM 


Mr. Passman. The divider sheet indicates Belgium’s defense ex- 
penditure, expressed as a percentage of total Government expendi- 
tures, is decreasing rather rapidly. 

Mr. Murruy. It istrueasa percentage, Mr. Chairman. 

(Off the record.) 

Mr. Passman. Is that true? 

Mr. Murpuy. Yes, sir, that is true. In real terms, however, the 
expenditures are increasing. 

Mr. PassmMANn. Let us get real terms. We are not going to leave the 
record that fuzzy. They are either decreasing or not. 

Mr. Murrny. In real terms, Mr. Chairman, you will note from that 
same divider sheet that in 1956 they were $376 million, in 1957 they 
were $375 million, and in 1959 they were $390 million. 

Mr. Passman. All right, $14 million in 3 years. If you break that 
into the rate of economic growth, my first statement is a correct one; 
is it not ? 

Mr. Murpuy. I said, sir, on a percentage basis it is. 

Mr. Passman. But you turn right around, after we agree, we try 
to let the record show what it is, and there has to be a filibuster on 
either side of the table. 


DELIVERED MILITARY EQUIPMENT EXCESS OR AVAILABLE FOR REDISTRIBUTION 


Of the total military equipment, both new and excess stocks, de- 
livered to Belgium, how much has been declared excess and redistri- 
buted, or is available for redistribution, to other military assistance 
program countries? 

General Miter. I do not have that. I think some of the others 
here have it. 

Mr. Forman. The total through fiscal year 1959 reported for re- 
distribution is $124,517,000. I am sorry, that is the total for Europe. 
The figure for Belgium is $10,689,000. 

53909—60—pt. 272 
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Mr. Passman. Why do you not get your command to bring you up 
to date out there / They told us “$106 million in the hearings. So 
one of you is In error. 

Mr. Forman. I am sorry again, sir. I was giving you the part 
which had not yet been redistributed after being ‘Teported. The total 
reported for redistribution and distribution authorized was $115.- 
$64,000. In addition to that, there was $10,689,000 reported but not 
yet clisposed ot. 

Mr. Passman. To the original figure of $106 million we would add 
the other, to bring it up to $115,864,000 ? 

Mr. Forman. Plus another $10.7 million. 

Mr. Passman. Not in addition to the $115 million 

Mr. Forman. Oh. no. 

Mr. Passman. To the $106 million ? 

Mr. Forman. Right. To the $106 million you would have to add 
another $19 million. 

Mr. Passman. Nineteen? 

Mr. Forman. Yes, sir. 

(Off the record.) 

Mr. Forman. | have a total of $115.5 million reported by the coun- 
try and disposition authorized, and in addition to that, $10.7 million, 
approximately, reported but. disposition not yet authorized. 

Mr. Passman. They were low by some $19 million in their reports, 

Mr. Forman. That is correct, sir. 


SALE OF SCRAP AND SALVAGE EQUIPMENT BY BELGIUM 


Mr. Passman. Could you tell us what part of the total military 
equipment and supplies were sold for scrap by the country’ I am 
speaking now of Belgium. 

Mr. Forman. To the country for disposal by the country, $7,802,000. 

Mr. PassMan. That would be in addition—— 

Mr. Forman. No. Of those figures which I gave you. 

Mr. Passman. What disposition did they make of the $7,802,000 ? 

Mr. Forman. That is for sale by them as scrap or otherwise. 

Mr. Passman. Does that come bac ktous? 

Mr. Forman. No, sir, it does not. 

Mr. Passman. What happens to it ? 

Mr. Forman. It is used by the country as an addition to their de- 
fense budget. 

Mr. Passman. How would you actually know whether or not it 1s 
used in their defense budget? The budget is similar to ours: is it not? 
It all goes in together. Would that be really, directly or indirectly, 
budgetary support ¢ 

Mr. Forman. In Belgium, the receipts are segregated and de posited 
to a special fund under the control of the Ministry of Defense. Par- 
liamentary action is not required. 

Mr. Passman. They could reduce their own military budget by this 
$7,802,000; could they not ? 

Mr. Foran. I would like to point out first, sir, that the figure I 
gave of $7,802,000 is the acquisition value of what was released to them 
for disposal, and not the actual realization. 
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Mr. Passman. Could you tell us, then, what they received for it ¢ 

Mr. Forman. In the period 1950 to 1958, they received $154,000, In 
1959, $109,000. 

Mr. Passman. A total of what amount! 

Mr. Forman. $263,000. 

Mr. PassmMan. What percentage on the dollar would that represent, 
about 3 percent / 

Mr. Mureny. I think it would be three-tenths of a percent, Mr. 
Chairman. 

Mr. Passman. You say it would be three-tenths of 1 percent ¢ 

Mr. Murpuy. Based on the acquisition cost. 

Mr. PassMan. What type of equipment was involved? There would 
be aircraft. Would there be any clothing and trucks ‘ 

Mr. Forman. As to what was released to them-for disposal ? 

Mr. PassMan. As salvage, yes. 

Mr. Forman. I do not know, sir. All 1 can say is what is ordinarily 
released according to the agreements is scrap and salvage. If it were 
not scrap and salvage, it would be released for other purposes, not 
for disposal. 

Mr. PassMan. In some instances my own company, Passman Whole- 
sale Equipment Co., of Monroe, La., has purchase sd through private 
firms so-called salvage, excess equipment, in the hotel and restaurant 
line. One instance I recall was ovens, which the Government had 
declared excess, and they were sold at a ridiculously low price to a 
firm in Chicago. The Chicago firm sold the ovens to my company, 
three carloads. We, in turn, sold the ovens to a commercial equip- 
ment company at Fort Smith, Ark. That firm sold them right back 
to the same Government, and shipped 10 of them to the same station 
from which they had been shipped as excess originally. ‘They were 
in their original crates. They wound up right bac k on the same 
station from which they were shipped, at Denver, Colo. That is why 
l have a very significant interest in this salvage and excess. 

Then, again, there were some slicing machines, and on another oc- 
easion some refrigerators. I shall not go into details, but 1 will 
readily document these instances for any member. 

Mr. Forp. How long ago did that happen ¢ 

Mr. Passman. This was about 3 years ago. It was a sizable amount. 

(Ott the record.) 

General Patwer. It is3 percent, as you said originally. 

Mr. Passman. The acquisition cost was $7,802,000, and they re- 
ceived $263,000. Using my own mental arithmetic, 1 thought it was 
about 3 percent. 

Mr. Murpnry. That is right. I am sorry, Mr. Chairman. 

Mr. Passman. Let us indicate that the chairman was correct one 
time 

Mr. Mureiy. The chairman is right. 


PURCHASE OF AIRCRAFT 
( Discussion off the record.) 


Mr. Passman. Would you tell us whether or not the contract has 
yet heen signed, 
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General Miiier. No contract has been signed for these aircraft, 


sir. 

Mr. Passman. Could you tell us from what country the ——— air- 
craft are to be obtained ? 

General Mitier. They are basically to be procured from a produc- 
tion organization which includes Belgium, Germany, and the Nether- 
lands. This organization is being established now. 

Mr. Passman. Will our percentage be in components, or will it be 
in cash ¢ 

General Miter. I do not believe that has been decided. I would 
like to call on Mr. Rowe for an answer to that, sir. 

Mr. Rowe. (Discussion off the record.) 

Mr. Passman. But there is no actual contract yet. It is subject to 
negotiation and final approval. 

Mr. Rowe. That is correct. 

Mr. PassmMan. Could you tell us what each of the planes will cost? 

Mr. Rowe. That, of course, Mr. Chairman, depends on the config- 
uration selected. 

Mr. PassmaAn. I am speaking now of this particular country, 
Belgium. 

Mr. Rowr. When they finally determine which configuration they 
want, the kinds of black boxes that will go into these aircraft—the 
type of fire control—we refer to these as “black boxes.” The type of 
electronic systems installed determines the final price. Of course, this 
figure is also based on the length of the production run. (Discussion 
off the record.) 

Mr. Passman. That is ———-. What will the spares cost ? 

Mr. Rowr. The spares for ——— aircraft will be approximately 


Mr. Passman. Of course, this is nothing more than an estimate. 

Mr. Rowe. This is an estimate, because we are not certain yet of 
the length of the production run, and the cost per aircraft goes down 
sharply as you get bey ond a certain number. 

Mr. Passman. But in your opinion, you have reserved adequate 
funds for the program, and some savings could be effected? I am 
not trying to suserst your answer. 

Mr. Rowe. T am not on the money side, Mr. Chairman. I am on 
the technical a 

Mr. PassmAn. You indicated a cost. Then you indicated the length 
of the run would determine the cost; and the longer the run, the lower 
the price. 

Mr. Rowe. That is correct, sir. 

Mr. Passman. I do not think you ought to ask us to appropriate 
for this on faith. Have you any idea of the length of the run? 

Mr. Rowe. We have an understanding. Of course, the Germans 
are working, as you know, with the Belgians and the Dutch. The 
Italians are now coming into this program. From our standpoint— 
that is, the U.S. standpoint—we have not yet given them an answer 
because they have not made us any package proposal. When they 
present their proposal to us we will advise them as to what we thin 
would be the most efficient and effective production arrangement—not 
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only production of components but also the assembly of the aircraft. 

Mr. Passman. It is more or less impossible at this stage to deter- 
mine the actual cost in the end. 

Mr. Rowe. It is not impossible to determine it within a certain 
range. We hope to be very businesslike in this. 

Mr. Passman. Sir? 

Mr. Rowe. We hope to be very businesslike in this program. 

(Discussion off the record.) 

Mr. Forp. Will the Chairman yield ? 

Mr. Passman. Yes. 

Mr. Forp. What are the characteristics of this aircraft? 

Mr. Rowe. The aircraft we are speaking of is an all-weather air- 
craft. It carries external stores. For instance, it can and will carry 
SIDEWINDER’s. It can carry BULL PUP. It can deliver very 
good-sized bombs. It can be used as a reconnaissance aircr: aft. In 
effect, this ship, because all the stores are carried externally, is per- 
haps the most. versatile aircraft that we have in the United ‘States. 

( Discussion off the record.) 

Mr. PassMan. We are trying to be as helpfulas we can. We find that 
you normally obligate far in excess of the needs to pick up the check 
when it finally comes through. So, perhaps we shall establish for the 
record discrepancies in the cost of the plane in different nations. 

First, with reference to the ———— million on page 58, FX aircraft 
for Belgium. Is that for just the planes / 

General Minter. Yes, sir. 


Mr. PassMAN. Multiply the ———— and you get ———— million. It 
was indicated that if the production line is long, it would be even 
below that figure. You come up with the total of ——— million and 
take —_—— percent, which is ——— million. This would indicate, I 


think, that such a situation is somewhat the pattern throughout the 
mutual security bill. I think I am fortified by the record in making 
that statement. We have pinned down 2 or 3 instances, such as the 
internal distribution costs of wheat in one of the Middle Eastern 
countries. That goes right back to what we were discussing a moment 
ago. 

Colonel Arrwout. May I correct the record ? 

Mr. Passman. What part of the record ? 

(Discussion off the record. ) 

Mr Passman. If I had passed over it, the record would have shown 
just the opposite; would it not? That it was for aircraft only ? 

Colonel Arrwou.. We spoke about aircraft and spare parts. 

Mr. Passman. I am talking about the direct answer to my question 
a moment ago. If you prolong these hearings, you get as many 
answers as you want. I say that respectfully. Now, there are three 
answers in the record. 

LUXEMBOURG 


Mr. Passman. There is no 1961 program for Luxembourg. 
General Miner. That is correct. 
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DENMARK 


Mr. Passman. In 1959 the program for Denmark was $20,954,000, 
It was increased in 1960 to $35,058,000. You propose to increase it 
for fiseal 1961 to —— 

The divided sheet indicates that for the past 3 years Denmark 
has had a budget surplus, increasing from $19 million in 1958 to 
$30 million in 1960. During the same period our dollar aid has been 
increasing. Ambassador Peterson stated that Denmark is enjoying 
its greatest period of prosperity. 


EXCESS STOCKS PROGRAMED 


In addition to this request of ———~— million, how much in excess 
stocks is being programed for this country ¢ 
General Mituer. In 1961, 


Mr. Passman. Let us go to page 66 of your justifications. We find 
the figure . Which is correct ¢ 


Colonel Arrwout. May IL bring up a point, sir? On page 739 of the 
House appropriations transcript on March 11, we inserted for the ree- 
ord a statement of the excess equipment for the 1961 program for 
Denmark, and the figure which was just quoted is the correct figure 
that we sent in at that particular time. 

Mr. PassMan. ¢ 

Colonel Arrwout. For excess —— 

General Mitter. You raised this question with General Norstad, 
and we furnished an insert for the record at that time. 

Mr. Passman. General Norstad usually makes an overall statement, 
and there are a few questions in about a 2-hour hearing. But at this 
point in the hearings we have to go into detail. 

Will you indicate to us the other instances, as we are going through 
these pages, where there is a similar discrepancy ? 

General Minter. Inexcess? I know of none. 

Mr. Passman. Any other. Not only excess money. This is 
no longer the figure. 

Colonel Arrwonn. No, sir. 

General Parmer. Mr. Chairman, I am informed this is the only 
correction in the book on this excess. 

Mr. Forman. On redistributable property, as I said yesterday, ap. 
proxim: ately one-third of the total figure for 1961 whic h was listed a 
excess, $77.2 million, was redistributable property. Going down coun 
try by country, you already have had Denmark. In Turkey— 

Mr. Passman. Just a second, if you will? 

General Pater. Would you rather have this cone up country by 
country, Mr. Chairman ? 


Mr. Passman. You brought up the point. I think we had better 
clear it now. 


Mr. Forman. In Denmark, specifically, there are ————. For the 
acquisition value, I have the figure of - . For the ———-, which 


has already been reported to the committee as being in error. 
In Turkey, ———. 


Denmark again, ———— 
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Greece, — 


Mr. Passman. You might insert that in the record, as it is just a 


| matter of revising the figures. 


(The information requested is classified and has been furnished the 


committee. ) 
PROGRAMING 


AND DELIVERIES AFTER COUNTRY 


BECOME KNOWN 


PLANS FOR DEACTIVATION 


Mr. Passman. Reading from the statement of the Comptroller 
General of the United States, dated May 16, 1960, I quote: 


For example, in one country the MAAG was aware that consideration was 
being given to deactivation of certain country forces as early as 1957. How- 
ever, MAP-supported force goals in that country were not-adjusted until Janu- 


ary 1959 at which time the program was substantially advanced, and over 90 
percent of the conventional equipment programed had been delivered. In 
this country quantities of equipment, estimated to exceed $100 million, are 
now excess to the needs of the forces currently approved or contemplated for 
MAP support. Although certain of the excesses resulted from deliveries made 
before there was knowledge of the country’s plans for reducing its forces, sub- 
stantial quantities of unneeded equipment were programed and delivered after 
the country’s plans for deactivation became known. 

Are you familiar with that report ? 

General Minter. Yes, sir. 

Mr. Passman. Does it also apply to this situation in Belgium ? 

General Mitter. It applies to - 

Mr. Passman. This is another country. 

General Minuer. It applies to 

Mr. PassmMAN. -would be anothe reountry. 

DOLLAR REQUEST BY THE THREE SERVICES 


FOR DEN MARK 


With reference to Denmark, can you give us the amount of the 
dollar request for each of the three services in this country, excluding 
packing and crating, repair and rehabilitation, and training? 

General MILurr. ‘No, sir, I do not have figures by Army, Navy, and 
Air F orce, 

Mr. PassmAn. Can you prov ide that information for \ 

General Minter. Yes, sir. 

Mr. PassMan. It was our experience overseas that the MAAG chiefs 
ina number of instances did very little testifying. It was usually the 
individuals representing the three branches. For that reason, we 
think we should have that inform: ition, in order to be able to adjust 
any discrepancies between your figures and the data given to us pre- 
viously. 

General Miiuer. Yes, sir. 

(The information requested is classified and has been furnished the 
committee. ) 

AREA FUNDING PROGRAM FOR DENMARK 


Mr. Passman. What amount is Denmark programed to receive from 
Kuropean Command or NATO's area funding program for fiscal 
1961 ¢ 
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General Mituer. I cannot identify that. In terms of infrastructure 
or things like this? I do not believe we can break infrastructure down 
here in terms of where the money is actually spent. 

Mr. Passman. That is not what we are talking about, sir. 

General Miniter. You are talking about the $10 million which is 
area training undistributed ? 

Mr. Passman. That may be part of it, but not all of it. 

General Mitier. There is a program of modernization, nonregional, 
of $82 million total in 1961. Ts ti this what you are referring to? 

Mr. Passman. That is correct, sir. 

General Muter. This program breaks down into two major items, 
One is ———— for aircraft modification, class V. 1 am reading from 
page 291. 

Mr. Passman. What do you have programed for Denmark ? 

General Minier. I cannot determine what will go to Denmark. 
These modifications are made as they arise in the need of the airplane. 
There are two kinds: Safety of flight—— 

Mr. Passman. Our hearings indicate it was ———— million. Will 
you either verify that—— 

General Mitzter. In modifications ? 

Mr. Passman. For NATO, in area funding programs. 

General Mitier. Europe, undistributed, $10,918,000. Is this the 
program you are referring to? 

Mr. Passman. The program to which you just referred, I believe 
we called the nonregional program. “Area funding,” I think, is the 
way you have it identified in your justifications. 

( Discussion off the record. ) 

General Mitter. It is my understanding another person will testify 
as to undistributed programs. 

Mr. Passman. We are going into these country programs at this 
time. 

General Minter. It would be a hazard on the part of the MAAG 
Chief. This equipment must be programed. 

Mr. Passman. Is my figure correct ? 

General Miuuer. I have no idea. 

Mr. Passman. I want to say for the record that it is correct accord- 
ing to the testimony earlier in our hearings. 


EXCESS STOCK PROGRAMED BY SERVICES FOR DENMARK, 1961 


What is the amount of excess stock programed for each of the three 
services in fiscal 1961 for Denmark ? 

General Mitirr. I will have to supply that. 

(The information requested is classified and has been furnished the 
committee. ) J 


TOTAL EXCESS STOCKS BY SERVICES FOR DENM ARK, 1950-60 


Mr. Passman. What is the total amount of excess stocks which 
have been programed to date for delivery to Denmark? 


(Off the record.) 
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Mr. PassMAn. You will give us the excess stocks programed for 
each of the three services, will you not ? 
General Miniter. For Denmark we have the total delivered here, 
but not by services. 
Mr. PassmMan. We want it by services, because it was given to us 
by services out in the field. 
(The information requested follows :) 


DENMARK 


Excess stocks, fiscal years 1950-60 programs—as shown in fiscal year 1961 
congressional presentation 


[Thousands of dollars] 


a ere ee inn onan cane manana $17, 653 
ag a eS ce a selec wd ga eee 3, 960 
aS a a Fc nical eset ce ee eed 4, 406 
I ag ache ats abate hae ear ements 9, 287 


DELIVERED STOCKS TO DENMARK DECLARED EXCESS AND REDISTRIBUTABLE 


Mr. Passman. Of the total amount of military equipment, both new 
and excess stocks, delivered to Denmark, how much has been declared 
excess and available for redistribution, or has been redistributed to 
other military assistance program countries ? 

Mr. Forman. The figure reported for Denmark, reported and dis- 
position authorized, $34,826,000; $80,000 in addition to that is reported 
as excess but not yet disposed of. That would be $34,906,000 
altogether. 


TYPE OF MILITARY EQUIPMENT FOR DENMARK RECEIVING MAP SUPPORT 


Mr. Passman. I note, on page 65, that Denmark’s primary NATO 
responsibility seems to be in connection with the protection of sealanes. 
However, looking at page 66, aircraft and tanks seem to have received 
the major emphasis and support by the military assistance program. 

General Miniter. Aircraft are a vital part of the defense of the 
Kattegat and Skagerrak. You thus have need of minelaying craft 
and naval craft. 

Mr. Passman. The fiscal 1961 program states that you are pro- 
posing to supply — on a cost-sharing basis. However, the table 





on 66 indicates that you plan to supply ———. May we have a word 
on that, sir? 
Colonel Arrwout. If the program provides ——— the Danes would 


have to provide another. The fact that it is a cost-sharing agree- 
ment provides for this particular arrangement. So if there is one in 
the program, it means there are two available for NATO, because 
the country matches our program. 

Mr. Anprews. May I ask a question there? 

Mr. Passman. Certainly. 

Mr. Anprews. On page 66 you have listed --—— aircraft. I do 
not see any price value for those - 
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Colonel Arrwoun. Sir, in that same correction for the committee 
when General Norstad was here, I pointed out that should be cor- 
rected to read — ; 

Mr. PassmMan. Is that another correction in the book ¢ 

Colonel Arrwou.. It was in the correction submitted. 

Mr. Passman. Is it another correction over what we have in the 
book that we are looking at now ¢ 

Colonel ArrwouL. Yes, sir. 

Mr. Passman. Thank you. 

Mr. Anprews. The next item, FS4F aircraft, . Would the 
same answer apply to that ? 

General Mituter. No, sir. These are redistributable, and there is no 
initial cost shown. ‘There is only a rehabilitation cost for those, sir. 

Mr. ANpbrREws. / 

Greneral MiILuer. —, 

Mr. Anprews. I understand that, but would it be listed as excess 
stock ? 

General MitLer. No, sir. 

Mr. Anprews. Redistributed ? 

General Mitier. It is an item which is in here at fair price, funda- 
mentally, at a depreciated value from Air Force stocks. It is—— 

Mr. Ropes. What is the cost of rehabilitating the uir- 
craft / 

Colonel Arrwoun. It cloes not show in there. 

General Miniter. Up above in “Repair and rehabilitation,” in ap- 
pears. It is in here as a cost, 

Mr. Anprews. That is all. 


FRANCE 


Mr. Passman. The request for France is — an increase of 
million above the 1960 program, and about million 


above the 1959 program. 
General Minuer. Yes, sir. 


PROGRAM BASED ON PRIOR AGREEMENT 


Mr. Passman. The divider sheet indicates defense expenditures ex- 
pressed as a percentage of total Government expenditures and gross 
national product have been dropping. In addition, France has shown 
a favorable trade balance with the United States for the first time in 
4 years, and its gold and short-term dollar holdings have been in- 
creasing in the past 3 years. 

In view of that picture, why should we be increasing our military 
aid program to France ? 

General Minuer. In France, sir, we are honoring a commitment 
that we started previously. 

Mr. Passman. Were it not for the fact 

General Mitter. We promised it to the French, and this funda- 
mentally is the major end items of hardware. 

Mr. Passman. I understand clearly your first answer. It is a com- 
mitment. Otherwise we would not. be doing it. 
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General Mitier. That is correct. 

Mr. Passman. Does such a situation also hold true for Germany ¢ 

General Minter. We have nothing in here for Germany except 
training, sir. 

Mr. Passman. I say, would not the same thing apply to Germany 4 
It is a commitment we made, and we would not provide the money 
had we not agreed to itearlier. Isthat correct ? 

General Mitter. No, sir; that is not true. 

Mr. Passman. We shall look into the situation relative to Ger- 
many.then. In France it is true 4 

General Miter. For France it is. 

Mr. Passwan. How much will be required to complete the program 
for France? 

General Minter. I do not have a dollar figure. There will be some 
training in future years but it will not be a major program. 

Mr. Passwan. I think we can establish the same thing from our own 
hearings in other instances; however, here as it would apply to France, 
we are meeting this expensive commitment, not on any et ‘onomic jus- 
tification, because it is established that France can pick up her own 
checks, but simply because of a prior agreement. 

(reneral Miniter. That is right. 

Mr. Passman. I am wondering if we should not think about this 

calmly, objectively, and try to find out in how many more instances 
we might get ourselves involved in a contract only to find later that 
the country could very well meet its own military objectives. Don’t 
youthink we should look at it at ever y level? 

Colonel Arrwou.. Yes, sir. 

Mr. Passman. Thank you. 

Mr. Monroya. I cannot reconcile how these commitments can be 
made without any appropriation authority from the Congress, General. 

General Minter. They are not appropriation commitments in that 


sense. We = ‘ed the French a ———— unit several years ago. They 
accepted it. I do not know the reason but the unit was not delivered. 
I would presume the reason it was not delivered was that the 

went out of business and it was superseded by the —, It was on 


this basis that the commitment developed. 

Mr. Monroya. Those commitments extend to other phases of our 
Military program in advance, do they not ? 

General Miniter. In certain cases we have agreements where they 
do, and by this I mean actually signed agreements in case we have 
agreements of this kind. 

Mr. Montoya. Are you not in effect committing Congress to appro- 
priate more money to satisfy those commitments ? 

General Miiuer. I don’t think we can possibly commit Congress. 

Mr. Passman. Then why did you make this request? You could 
say, “You are able to pay for it yourself.” Why did you ask for an 
appropriation for a nation which can take care of it, except that you 
er agreed it is only because of a commitment? 

General Minter. This is the state of the agreement. As to Con- 
gress we have no authority. If the money is not appropriated—— 

Mr. Passwan. Did you not say earlier that we do have a commit- 
ment ¢ 
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General Mitier. A moral commitment in this case. 

Mr. Passman. ‘This is amoral commitment ¢ 

General Minter. Yes. 

Mr. Forman. Ordinarily when we make international commitments 
which involve future year funds, those commitments are made subject 
to the availability of funds. They are not outright commitments and 
depend fully on appenpe iation by Congress. 

It is possible from time to time, however, in a particular fiscal year 
program, that you may have funds available. On the basis of those 
available funds you make an outright commitment which is not sub- 
ject to appropriation because you already have the funds in hand. 

Mr. Passman. The same thing applies to my salary check. TI will 
get it only provided there are available funds and the Congress makes 
the : appropriation. 

Our point is that because of a prior commitment of several years 
ago we are now called upon to appropriate money to carry out that 
commitment. 

If we did not appropriate the money then we would be accused of 
having violated our agreement; would we not ? 

Mr. Forman. I am not familiar with this particular commitment. 
If the commitment is made subject to the availability of funds, which 
is our normal and established practice, it is understood by both sides 
that it is up to Congress to appropriate funds. 

Mr. Passman. You do not yet have the funds to carry out this 
moral commitment. 

Mr. Forman. No, sir. 

Mr. Passman. And the record indicates that the reason you are 
asking for the funds is not that France is not able to pay for it, but 
because we made a commitment. 

What would our position be if we should deny the funds? 

Mr. Forman. That depends, sir. 

General Pa_mer. This is entirely within the discretion of Con- 
gress, 

Mr. Passman. We have passed that point. What would our posi- 
tion be now with France if the Congress did not provide this — 
installment for 1961? 

Mr. Forman. Assuming the commitment was made subject to the 
availability of funds, and I do not know—— 

Mr. Passman. All commitments are supposed to be made subject to 
the availability of funds. There is bound to be an answer somewhere. 

Mr. Forman. There is no breach of international law. The obliga- 
tion of the executive branch when it makes a commitment subject to 
the availability of funds is a commitment to the other country that 
it will go to its congress and request the funds and justify them. 

Mr. Passman. You can whip this around from now until Christ- 
mas Eve. You know and I know that this is looked upon as a commit- 
ment, and you do not know of any instance where we ever entered into 
an agreement of this type that we did not deliver on it; so in effect, if 
not legally, morally you are obligating this Congress to appropriate 
the money. I do not think you can tear that down if you spent the 
rest of the year on it. 

(Discussion off the record.) 
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BASIS FOR INCREASE IN TRAINING PROGRAM 


Mr. Passman. I note that the training program is increasing. It 
is increasing from $941,000 in 1959 to $1,052,000 in 1960, and ———— is 
programed for 1961. This is for France. 

Would the same answer apply to this as applied to the previous 
question, that it is a moral commitment ? 

Colonel Arrwonn. We are providing the training funds in view 
of the items we provided under the commitment area. 

Mr. Passman. It would be, in effect, the same answer as on the other 

uestion, because we have a moral commitment. Is that correct? 

Colonel Artwout. Yes, sir, a moral commitment. 

(Discussion off the record.) 

Mr. Forp. That is all, Mr. Chairman. 


GERMANY 


Mr. PassmaNn. I note that you propose to deliver ———— RF-84F 
aircraft to Germany in fiscal 1960. What is the value of the air- 
craft ? 

General Mirurr. I cannot determine the value of the aircraft. 
These were programed at some prior year. 

Mr. Passman. What is the status of delivery of these planes? 

Colonel Arrwont. The F-84F has been in Germany for quite some 
time. Delivery status indicates such times when they go through the 
repair lines and are actually turned over to the Germans. 

Mr. PassmMaNn. But what is the status of delivery? Have you de- 
livered half, one-third, 5 percent ? 

General Mitier. I donot have that answer available. 

Mr. Passman. Do you have it? 

Colonel ARTWwouL. No, sir. 

Mr. Passman. Thank you. 

(Discussion off the record.) 

Mr. Passman. Is there a shortage of pilots? 

General Mituer. Yes, sir; if you have a shortage of training facil- 
ities you are apt to have a shortage of pilots. Effort is being made to 
rectify this at the moment. 

Mr. Passman. I am reading from your own justifications when I in- 
dicate that. 

Why are you delivering planes until you have trained pilots to use 
them @ 

Colonel Arrwout. The pilot shortage is rapidly becoming non- 
existent inthe German Air Force. The aircraft in question, these were 
the old commitments. They were delivered into Germany and they 
are being turned over as being repaired and rehabilitated. We did 
this primarily to avoid our own storage costs for these aircraft. 

Mr. Passman. You are transferring these aircraft to Germany on 
account of considerations concerning storage in the United States? 

Colonel Arrwont. We have a commitment to provide them a cer- 
tain number of aircraft. 

Mr. PassmaN. First, you have a commitment. No. 2, you shipped 
them because of storage considerations in the United States? 

Colonel Arrwon.. Yes, sir; storage costs. 
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Mr. Passman. That will not look good in the record. 

Colonel Arrwout. Not all of them, but some of the later ones. 

Mr. Passman. Do you not think that is a rather weak justification 
for delivering these aircraft, aside from any commitment, simply be- 
cause of storage facilities being better in Germany than in the United 
States 4 

General Minter. The aircraft ultimately will be used, sir. The air- 
craft are needed and will be used in time. 

Mr. Passman. But why did you try to shore up your position by 
stating that storage facilities was a consideration? Would it ‘not 
have been better to state they were needed, rather than stating they 
had better storage facilities there than in the United States 

I am not trying to be disagreeable, but to me it sounds as though 
you made a pretty good case, and then you destroyed it when you 
followed it up and said one of the reasons was that the stor: ge facil- 
ities are better there. 


ITALY 
Mr. Passman. For Italy, the request is - —, an increase of 
- million above 1960, and an increase of - million above 


1959. ‘The sheet gives a favorable picture of the growing Italian 
ecohomy, but the military aid program also is growing. 


NEED FOR INCREASE IN PROGRAM IN VIEW OF ITALIAN ECONOMY 


I shall read from an article published by the Evening Star of Wash- 
ington, on Tuesday, March 8, 1960: 

Prosperous Italy still restless. Political discontent is found in the nation 
despite wide economic progress. Rome by airmail, Constantine Brown. 

Italy has never had it so good insofar as her economy is concerned. For the 
first time in many years nobody can actually remember when its treasury was 
so comfortably full, boasting reserves in dollars and hard currency of nearly 
$31 billion. 

lam glad to see that, and more power to them; but with that being 
true, and with our Treasury being depleted and operating at a deficit, 
why is it necessary to increase this program for Italy so substantially! 

General Minter. We feel it is necessary to increase the program be 

cause the Italians cannot buy all the modern weapons they need. 

Mr. Passman. What would be the checking point with relation to 
the economic strength of these European countries if theirs continues 
to increase and ours decreases? Would there finally be a place where 
we would have to face the reality that perhaps the American people 
no longer would be willing for us to Sana money to help many 
nations which are now enjoying the best economic condition in their 
history / 

General Mitter. I cannot answer that. 

Mr. Passman. You said Italy could not afford it; but you said 
definitely France could afford it. 

The information which I have available indicates that Italy can 
afford it. 

We just wonder why some of these European countries, with such 
a thriving economy, building up large dollar credits and gold reserves, 
do not take care of these problems themselves, and allow our aid to de- 
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cline. They have accomplished what we have worked to give them— 
a thriving economy. 

General Minter. The only thing I can say is that per 
national product in Italy is low compared to France. 

Mr. Passman. We are talking about Italy now. If it had re- 
mained in status quo I would not ask these questions; but everything 
we see in this mutual security program is going up, whether it is 
U.N., technical aid, or whatever. It is very disheartening. 


capita gross 


COST-SHARING BASIS FOR SUPPLYING AIRCRAFT 

You are proposing to supply aircraft on a cost-sharing basis 
with United States paying percent. of the cost. Is this the first 
step of the program to ‘modernize the Italian air force? 

General Mitter. We hope the Italian air force will be modernized. 
How much—— 

Mr. PassMan. Is this the first step ? 

(Discussion off the record.) 

Mr. Passman. I believe we have given Italy 
alone amounting to $2,074,316,000 through 1960. 

Mr. Murpny. That is correct, Mr. Chairman. 

General Miniter. Yes; this.isthe program. 

Mr. Passman. With this being true, and as Italy’s economy is 
strong, why should we put up on a cost-sharing basis percent 
of the cost, and at the same time permit Italy to manufacture the item 
and make another profit ? 

Mr. Rowe, perhaps you can handle that? 

Mr. Rowe. I am not the programer but the production man. I will 
probably be shot dead for this, but I personally believe we can 
negotiate a little bit better deal — 

Mr. Passman. How much better? 

Mr. Rowe. I cannot say, but I know that Mr. Shuff, and those of 
us who will be working on this, will make a businesslike arrangement. 

Mr. Passman. I am fond of Mr. Shuff, but it is established in this 
record that he is rather uncertain as to the facts of the matter. 

Mr. Rowr. What I am saying is that it is my personal opinion 
we can do better 

Mr. PassMAn. But you are requesting funds on the basis ———. 

Mr. Rowe. Yes; weare. 

Those are estimates again. 
will be. 

Mr. Passman. We appreciate that statement, and it will give us 
something to take into account at the appropriate time. 


military assistance 


We do not know what the exact cost 


COST OF ULTIMATE PROGRAM 
I didn’t get through on this one: I note that you are proposing 
to supply ——— aircraft on a cost-sharing basis ———— 
This being true, in this one instance would you care to project the 
total cost, as this is merely the first step to modernize the Italian 
Air Force? 


General Minter. No, sir; we have no projection. 
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Mr. Passman. Can you give us some information as to what you 
think the ultimate program will cost? 

Mr. Stans, the Director of the Budget, says our domestic obliga- 
tions are approximately $750 billion. We thought possibly we could, 
if not during these hearings, maybe in some subsequent year, find out 
Just about what our commitments might be in fields abroad. 

We know there is no instance in which our country is committed 
that we do not go through with it. 

The time has come when we must look at the long-range cost of 
this. America is obligated $750 billion for its programs at home. 
Add to that the cost of other commitments and see where we actually 
stand, so far as total commitments are concerned. 

You could not project this one ? 

General Miniter. No,sir. There is no commitment here, either. 

Mr. Passman. This is the first step. 

General Mitier. Of modernization. 

Mr. Passman. You get started on it. I wish you would refer me 
to any program you have ever discontinued. 

Show me one program for which there is a moral commitment that 
you have not fulfilled that commitment. 

( Diseussion off the record.) 


DELIVERY OF EXCESS ATRCRAFT AND OTHER EQUIPMENT 


General Miniter. The question refers to the excess aircraft being 
delivered as to whether or not they were needed. 

These airplanes will be consumed, sir. 

(Discussion off the record. ) 

General Miruer. At this time, also, there were ———— squadrons 
programed. These will be consumed in attrition. 

Mr. Passman. You will program equipment in excess of needs and 
expect attrition to wipe them out at some future date. Is that what 
you said ? 

General Mirter. We always do that, sir. 

Mr. Passman. In excess of needs? Attrition could take a full 10 
years. 

(Discussion off the record. ) 

Mr. Passman. I continue to quote from the report: 

For example, in one country MAAG was aware that consideration was being 
given to deactivation of certain country forces as early as 1957. However, 
these were not adjusted until 1959 at which time the program was substantially 
advanced and over 90 percent of the conventional equipment programed had 
been delivered. In this country quantities of equipment estimated to exceed 
$100 million are now in excess to the needs of the forces currently approved and 
contemplated for the MAP support. 

Although certain of the excesses resulted from deliveries made before, sub- 
stantial quantities of unneeded shipments were programed and delivered after 
the country’s plans for deactivation became known. 

Does that constitute a statement of fact ? 

General Mirirer. This situation occurs because in 1957, at the time 
the GAO report said this information became known, force objectives 
in NATO were undergoing an evaluation. 

(Discussion off the record. ) 
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Gieneral Mitter. This force objective, after considerable discussion 
and the evolution of the so-called NATO requirement, was changed. 

( Discussion off the record.) 

General Minter. The argunent of the GAO is that when this was in 
the planning stage, and when the answer was not yet known because it 
was not until M: ay of 1958 that the NATO force goals were approved 
that we should reduce deliveries—— 

Mr. Passman. Let us look at another item ortwo. I think there are 
some 17 of these reports. 

From page 18 of the report, February of 1960, programing and 
delivery of signal equipment in excess of needs: 

Signal equipment valued at more than $6.5 million, installed on vehicles at 
the time the vehicles were delivered to Italy, was not considered as available 
to fill requirements for such equipment. Because of the failure to consider these 
assets in determining net requirements, signal equipment valued at about $2 
million had already been delivered to Italy in excess of needs at the time of 
our review, 

Continuing: 


After we brought this matter to the attention of the MAAG, the delivery of 
additional quantity of signal equipment valued at about $3 million was canceled. 

General Minuer. Yes, sir. cancellation was made. 

Mr. Passman. How about the $2 million, though? Is that a state- 
ment of fact ? 

General Minter. The $3 million 4 

Mr. Passman. The $2 million. 

General Mnuter. I beg your pardon. 

I do not contest that, sir. 

Mr, Passman. Thank you. 


INCREASE IN TRAINING PROGRAM 


It would appear that the training program shows an increase of 
approximately ———— above 1960, ——— above 1959. Why is that 
necessary 4 

General Mitier. This is geared directly to the hardware in the 
program. If you furnish hardware you ¢ annot expect the know-how 
except where it is manufactured. This is why we must furnish train- 
ing to these people if we are to make the weapons—— 

Mr. Passman. There is no law preventing their reimbursing us; is 
there? 

General Miter. No, sir. On the other hand, we assure utilization 
of the program. 

NETHERLANDS 


Mr. Passman. In 1960 you had $27,473,000 for the Netherlands. In 
iN61 you are requesting ————, or an increase of ———— 

What has been the total amount of U.S. milit: ary assis stance to this 
cou Intry to date? 

General Minurer. $1,196,381,000. 

Mr. Passman. In addition, what is the total amount of excess stocks 
delivered to this country ? 

General Minter. None in the 1960 program. 
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Mr. Passman. What has been the total amount given to the « country 
through fiscal 1960? 


General Miner. Deliveries through June 30, 1960, amount 
$43,588,000. 

Mr. Passman. In addition to the $1,196 million ? 

General Mitier. That is right. 


to 


DECREASE IN DEFENSE BUDGET AND INCREASE IN MILITARY ASSISTANCE 


Mr. Passman. General, the defense budget and the defense expend- 
itures on the part of the Netherlands seem to be dropping rather 
rapidly, and at the same time we are increasing our aid program. 

Would you care to comment, sir? 

General Miuuer. Yes, sir. These expenditures do not necessarily 
follow appropriations. They appropriate for 3 years in the Nether- 
lands. In the instance of 1959 this money has been withheld from 
expenditure and will increase in future years. 

Mr. Passman. We heard that vou are beefing it up. 

General Miiuer. Pardon / 

Mr. Passman. You are increasing it. In 1960 it was $27,475,000. 
Now, you are requesting 

General Minurr. This is associated with the cost of advanced 
weapons. . Wehave “8 ina lot more hardware. 

Mr. Passman. The defense budget and defense expenditures of the 
Netherlands seem to be dropping rather rapidly and at the same 
time we are increasing our aid program. 

Why would they not increase their own amounts? Why do we pick 
up the check ? 

General Mitier. In 1959 it shows the defense expenditures dropped 
from 1958. This is expenditure and not authorization. What is 
being saved here will be spent in future vears to buy aircraft. 

Mr. Passman. What is being saved ¢ 2 You are not saving anything 
when you increase a request from $27 million to million. 

General Mitier. I refer to the country’s contribution to its defense 
budget. The drop here represents a decrease in expenditure under 
authorization in the country. 

Mr. Passman. You just cannot erase the record entirely. 

There is no more justification for you to ignore statistics in these 
countries, and permit those people to continue building - and in- 
creasing their economy while, at the same time, they decrease their 
total for defense expenditures. 

Let us look back to 1957 and S486 million. Tt dropped to $436 
million. Now, they are dropping it toS400 million. 

Look at their OTOSS national product. It is, on a per capita basis. 
down to $857 and back up to S884. The record will just have to 
speak for itself. 

General Minter. I would like to point out that a9 pereent Increase 
in budget is being made beginning in fiseal vear 1961. 

Mr. PASSMAN. I am not using percentages, but amounts of dollars. 

If these charts are accurate IT am making a statement of fact. Ts 
it true that in 1956 their defense expenditures were $486 million, and 
dropped to $436 million in 1958, then dropped down to $400 million 
in 1959? 
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General Miuier. That is the statement of the defense expenditures 
and not the authorization. There is money unexpended which will 
be expended in future years. 

Mr. Passman. The amount they are appropriating is going down 
annually ; is it not ? 

General Miter. This is not an appropriation but expenditures. 
The appropriations have been level. They appropriate on a 3-year 
evele. 

‘Mr. Passman. Ours is increasing for this country very substan- 
tially ; is it not? 

General Minter. We propose an increase. 

Mr. Passman. Nearly ——— percent for fiscal 1961 

General Mituer. From $27 million te ——— million. That is what 
we propose. 

(Discussion off the record. ) 

Colonel Arrwont. The statement speaks of requirements. The 
— are designed to modernize their vessels. 

Mr. PassmMan. You are requesting no funds for naval craft as such; 
are vou / 

Colonel Arrwoun. Not for craft, no. They are building their own 
craft. 

Mr. Passman. That was my question. 

Colonel Arrwou.. They are paying for their own vessels. 


COST SHARING BASIS FOR PURCHASE OF AIRCRAFT 


Mr. PassMan. Why don’t they pay for their own aircraft from the 
surplus they hi ive there ? 

This budget contains ————. I would like to have Mr. Rowe reply 
to that, because he gave us a note of encouragement, that in all prob- 
ability vou are requesting funds in excess of what they actually would 
use, and he thought they would work downward. 

Does that observation apply to this country ? 

Mr. Rowr. Mr. Chairman. as I indicated before, we will be as busi- 
nesslike as possible. 

This is our approach to this. 

Mr. Passman. You said earlier you thought you could negotiate 
downward, so that the cost would be less. 

Mr. Rowr. Off the record. 

(Tiseussion off the record.) 

Mr. Passaranx. But you do not have the same note of encourage- 
ment / 

Mr. Rowe. We hope we can do something better 

Mr. Passman. Do you see any indication at this time, that our per- 
centage may be less, and is there any encouragement that our match- 
ing funds might be less? 

Mr. Rowe. Again I will say I personally believe we may be able to 
doa little better than this , 

Mr. Passwan. Thank you. We will take that statement into ac- 
count at the appropriate time. 

General Miter. We have a proposal from the Netherlands for 

the moment. That is the best they have suggested. 








2450 


Colonel Arrwoun. In the cost-sharing proposals for the aircraft 
we are hoping to do better by getting these people to provide more 
aircraft within the same amount of funds available and thus decrease 
the percentage by increasing the total number of aircraft which we 
made available to NATO on the overall program. ‘This is the 
thing we are working toward, sir. We are hoping the percentage will 
come down and in some instances we expect it to come down by the 
expedient of having more aircraft put into the program than presently 
envisaged at this time without more money being programed in this 
program. 

Mr. Passman. It reminds me of a fellow with whom I used to as- 
sociate. He was wealthy, and I had to get money the hard way. He 
pic ‘ked up the check once, and I picked it up five times. 

The factual statistics and economics do not justify what we are 
doing. 

The cost-sharing contract has not yet been stoned / 


General Minurer. No, sir 


SOURCE OF AIRCRAFT 


Mr. Passman. From what country are thie aircraft to be 
procured ? 

General Minter. From northern European production—Germany, 
Netherlands, et cetera. 

Mr. Rowr. In the beginning, if the program is finally approved, 
there will be a number of trainers coming from Lockheed —_—. 
There also possibly will be a few aircraft to meet an early readiness 
date. 

Thereafter components will come from the United States and at 
such time as they are able to produce components of their own they 
will put European- aaameed components into the assembly line. 

Mr. Passman. What countries are they to be procured from, after 
you leave the few of which you spoke ? 

Mr. Rowr. The remainder largely will come from the E ropean 
production lines with certain U.S. components possibly going into the 
aircraft, maybe right on out to the very end. 

Mr. Passman. I am not getting through on countries, so let me 
change it. 

From what nations are they coming ¢ 

Mr. Rowr. Again we have not come to any conclusion on how the 
production will be divided in Europe with the entry of Italy into this 
program. Therefore I cannot say specifically, sir. 

Mr. Ruopes. If you will yield, Mr. Chairman. Is the U.S. obliga- 
tion in the Italian program something to be paid completely in dol- 
lars or will it be in lira? 

Mr. Rowe. Off the record. 

(Discussion off the record. ) 

Mr. Ruopes. There will be a corollary program to the assembly 
program, though, to produce some of the component parts in Europe?! 

Mr. Rowe. Yes. 

Mr. Ruopes. Do you not expect to buy any of those parts for the 
aircraft being : assembled in It aly ? 
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| Mr. Rowe. We hope not. ‘That is another reason we want to work 
e more 


out the production assembly line program, so we can get credit for 


ecrease | everything we send over as components and somehow work it out 
ich we | so this does not take place. 
S Is the Mr. Ruopes. Thank you, Mr, Chairman. 
ge will ; 
by the Norway 
esently 
in this Mr. Passman. In fiscal 1959 you had $17,988,000 for Norway. You 
almost doubled it for fiscal 1960, with $34,013,000. 
l to as- Notwithstanding that fact, you are now requesting ————, an in- 
iv. He | crease of ———. Is that correct? 
General Minter. Yes, sir. 
we are Mr. PassmMan. What has been the total of U.S. military assistance 


tothis country to date 4 

General Mitter. Programed through June 30, 1960, is $675,274,000. 

Mr. Passman. In addition, how much in excess stocks have been pro- 
cramed for delivery to Norway ? 

General Minter. Through that same period, $19,018,000 have been 
delivered. 


t to be Mr. PassmaAn. In addition to the ———— requested for 1961, do you 
have any local currencies in that country going back into the program 4 
rmany, General Minter. I cannot answer that. 


Mr. PassMAan. What type of excess stock are you supplying to 
proved, Norway ? 
————. | General Minter. F-86F aircraft in this program, sir. 
acliness Mr. Passman. Is this a country where we operated upon the basis 
of our commitment, rather than upon the basis of economic justifica- 
and at tion ¢ 


yn they Colonel Arrwonut. I know of no commitment here. 
e, 
1, after PROGRAM FOR AIRCRAFT 
ropean Mr. PassMAN. . I note that this country has also been pro- 
nto the gramed to receive - —FX aircraft at a cost of 
General Miniter. Yes, sir. 
let me Mr. Passman. Is this on a cost-sharing basis ? 


General Minter. No, sir. 
Mr. Passman. This isa straight out grant? 


iow the General Minter. That is right. 
ito this Mr. Passman. The training program 
(Discussion off the record. ) 
obliga- Mr. Riroprs. What is the proper figure ? 
in dol- Mr. Rowe. As I tried to indicate before, this depends on the exact 


configuration of the aircraft they get. 
There is a basic all-weather aircraft which we only estimate can be 
produced for linia thane 


sembly You have many alternatives of what you do with this aircraft; and 

rope! depending on what state they put it in, what operational capability 
it has, it may go up to. 

for the If the production turns out really well, based on European pro- 
duction, we might get down to ———-. Nobody knows this when you 


start this sort of program. 
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Mr. Ruopes. For planning purposes, would it not be well to use the 
same figure? 

Mr. Rowe. For the purposes of the program, we have used the 
lesser figure. We are trying to be as businesslike as we possibly can, 
and for this purpose we have used the —— 

Mr. Passman. I think Mr. Rowe indicated earlier, by implication, 
that you are using a top figure, and you hope to get the price down! 

Mr. Rowe. On the contrary, according to the programing, the price 
is ———, for a certain minimum all-weather fighter configuration. 

What I am saying is that when we start production in Europe, 
among all these nations, we are hoping to get this aircraft for that 
amount, but it might well go as high as ———. 

Mr. Passman. Did you not justify it on the basis of -——— earlier, 
and you gave us a lot of encouragement that as the line grew longer 
in all probability the price would come down? Did you not testify 
to that this morning? 

General Patmer. If we may have a moment, Mr. Chairman / 

Mr. Passman, Certainly. 

Are you ready now to proceed as to the cost of those aircraft 4 

( Discussion off the record.) 

Mr. Rowe. I believe ———— isa proper base against which we should 
operate. 

( Discussion off the record. ) 

Mr. Passman. Please look at the record. You have certainly testi- 
fied right to the point this morning, that this was a starting figure. 
As production increased you expected to get the cost down. 

Mr. Rowr. Per copy, yes, providing the production run is sufficient. 

Mr. Passman. You are unlikely to get into a contract where the 
price is not increased. I have been dealing with these things before, 
and in most instances you always find the cost is higher. 

For Norway the estimate is ———— for training, and it is up 
from ——— for 1960, Is = it correct ? 

General Minurer. Yes, si 


PorRTUGAL 


Mr. Passman. The estimate for Portugal is ———— an increase 
of — above 1960; —— above 1959. Is that correct ? 


General Mitier. Yes, sir. 

Mr. PassmMan. Why is it necessary to have an increase of ——— 
percent for this country ? 

General Mitier. This cost is associated with the provision of 
It isa sum of about ———. 

Mr. Passman. This is the first step. Again, you could not project 
the total cost for the future ? 

General Minter. That is right. 


SPAIN 


Mr. Passman. Spain’s program is ————, an increase of ——— 
above the 1960 program. Is that correct ? 
General Minter. Yes, sir. 
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Mr. Passman. Why is an increase necessary, in view of the defense 
expenditures data which indicates that Spain’s defense expenditures, 
when expressed as a percentage of total Government expenditures 
and the gross national product, are decreasing ? 

General Mitter. ———— 

Mr. PassmMan. You did what ? 

General Mitier. Deferred it Jast year. We put it back in here. 

Mr. Passman. You could not get them to pay for it from their 
strengthening economy ? 

General MILLER. — 

Mr. Passman. As long as we give it to them, of course, it is difficult. 





INCREASED SUPPORT FOR FEWER FULL STRENGTH DIVISIONS 


You had a force reduction proposed for the 1961 budget; did you 
not ¢ 

General Minter. You mean in Spain / 

Mr. Passman. Yes. 

General Mitter. No, sir. 

Mr. Passman. You said the Spanish have recognized this problem, 
and that is evidenced by promulgation of a plan calling for reduc - 
tion of overall Spanish Army divisional strength ———. 

I would not want the record to show that you said “No,” sir, when the 
general indicated otherwise. 

General Palmer, I think we made a record on it yesterday. 

General Parmer. I deferred this until General Miller came before 
the committee. 

Mr. Passman. The record states yes, here. Would you care to 
comment on it, General? When does the reduction become effective ? 

This is on page 14. 

General Mitier. The forces we are supporting are not on the right 
side of the sheet where it refers to the forces being reduced. 

( Discussion off the record. ) 

General Mitter. The force objective has not changed. 

Mr. Passman. You are asking for an increase in the appropriation 
for Spain in the military assistance program. 

General Minter. Yes, sir. 

Mr. Passman. If the Spanish have recognized this problem, as 
evidenced by the promulgation of plans calling for a reduction of 
overall Spanish Army divisions strengths from , why could we 
not reduce the military assistance ? 

General Mitier. This is far and above beyond what we are sup- 

porting. Weare talking about getting this support. 
_ Mr. Passman. If they do not get it directly they certainly get it 
indirectly. You are familiar with the Development Loan, defense 
support, Public Law 480, and all these other facets of foreign aid; 
are you not ¢ 

General Mintier. I cannot comment on those. 

Mr. Passman. They are getting large sums of money out of other 

sections of the foreign aid bill. 

Spain’s defense budget will decrease, will it not, as it reduces its 
divisional strength ? 

General Minter. I would not anticipate that. These are not reduc- 
tions except in the number of divisions. 
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The people are going into fewer divisions, but this does not indi- 

cate a reduction in manpower in the Spanish ar rmed forces. 

Mr. Passman. Under this plan a considerably large percentage of 
the military budget is to be made available for the military assistance 
program supported units? 

Colonel Arrwon.. The equipment is for the divisions that are re- 
ceiving MAP equipment, and which were not fully manned. The 
Spanish Army, in order to insure that the divisions, they call these 
first-line divisions now, ———— will be more properly financed and 
more properly manned. They are reducing other divisions in order 
to make these - divisions more effective. 

What that means there, sir, is that the money that would be frit- 
tered away in divisions partly manned will be used to support addi- 
tional personnel in the units as they are going up to full strength. 

Mr. Passman. It follows, then, it would cut down their defense 
budget; would it not ? 

Colonel Artwour. No, sir. 

Mr. Passman. What is the amount of the Spanish defense budget 
for 1961? 

General Miniter. We do not have it for 1961. 

Mr. Passman. How did you say it would not cut down when you 
do not know what it will be? 

Colonel Arrwont. I want to point out 

Mr. Passman. You make a statement as fact, and I follow up and 
ask you the amount and you do not know. 

Colonel Arrwonn. All I point out is that the divisions will have 
more money. They will be more effective divisions and it will not 
be - 

Mr. Passman. You cannot state this will not reduce the defense 
budget of the Spanish Government until you have had an opportu: 
nity to look into it. 

Colonel Arrwonn. T can only say that I have been in Spain. | 
have discussed this with them. T hey need more operating funds than 
they have right now. 

In order to effectively utilize the funds they have for their units 
they are reducing some units in order to have the money available 
where they need it. 

Mr. Passman. You still cannot say for the record that by this 
maneuver they would not request less money in their defense budget! 
You just do not know? 

Colonel Arrwout. T know that they will not request less money for 
their budget. 

Mr. Passman. What did they request last year for their budget ? 

Colonel Arrwont. T do not know. 

Mr. Passman. What are they requesting for the fiscal vear 1961 
for the budget ? 

Colonel Arrwout. IT can get that for vou. 

Mr. Passman. You donot know now? 

Colonel Arrwont. No, sir. 

Mr. Passman. And you do not know that they are not reducing it, 
if you do not know what they are requesting ? 

Colonel Artwout. No, sir. 

Mr. Passwan. Thank you. 
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Unirep Kinapom 


For the United Kingdom you are requesting ———. 

General Mituer. Yes. 

Mr. Passman. We are still putting military equipment in Great 
sritain ¢ 

General Minter. This is associated with the THOR project. 


PRIOR AGREEMENT AS BASIS FOR PROGRAM IN 1961 


Mr. Passman. Is it associated with a prior commitment we made, 
and now we have obligations to live up to it / 

(reneral Minter. It is an international agreement. 

Mr. PassMAN. It is not tied in with the economy of Great Britain; 
it is an agreement we have made, and as we have made the agreement 
we are obligated to make good on it and provide ———— for fiscal 
N61 4 

General Mitier. That is correct. We did agree to this. 

Mr. Passman. Prior to getting the appropriation. It was under- 
stood earlier that we do not get into these agreements. ‘That all de- 
pends upon the appropriation being made available ? 

General Mitter. You made the observation earlier. 

Mr. Passman. And you did not disagree with the statement. 

General Mriier. No, sir. 

Mr. Gary. It is down from $80.2 million in 1959 to $2 
1960 and ———— in 1961. 

General Mitcer. 1959 is associated with the capital costs of install- 
ing the equipment. The equipment was programed in that year. It 
was moved to Britain. It has been installed and checked out. It is 
fully operational now ——— 


‘ 


million in 


OVERALL TOTAL OF MILITARY ASSISTANCE TO GREAT BRITAIN 


Mr. Passman. What has been the total amount of military assist- 
ance to Great Britain under this program 4 

General Mitier. The cumulative total through June 30, 1960, is 
$1.084.205,000. 

Mr. Passman. Even though the request is down from $80 million in 
1959 to ——— million, this additional money is not being provided 
on an economic justification, but as a result of a commitment that we 
have to Great Britain ? 

General Mitier. Yes, sir. 

Mr. Passwan. Thank you. 


FQUIPMENT FURNISHED IN 1959 


Mr. Gary. What equipment were you referring to for 19594 

(General MrtLer. What equipment did we furnish in 1959? 

Mr. Gary. Yes. 

General Miniter. We furnished — - million worth of guided 
missile systems, components and spares. This is the initial equip- 
ping of the THOR organizations. This is launching equipment, con- 
trol equipment, and missiles themselves. 


Mr. Gary. For the THOR? 
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General Minter. For the THOR; the four squadrons of THOR 
that we put in the United Kingdom. 

Mr. Gary. This is for Great Britain and not for our own forces in 
Great Britain ¢ 

General Miiier. This is in Great Britain and it is manned by the 
RAF; that is true. 

Mr. Gary. That is all. 

General Minuer. Off the record. 

(Discussion off the record.) 

Mr. Anprews. General, does that complete your IRBM program 
for Great Britain ? 

General Mitier. No, sir. The commitment to provide training 
launch missiles and maintenance and the follow-on spares has some 
years to run. 

Mr. Anprews. You said that you had four squadrons in Great 
Britain ? 

General Minter. ———. 

Mr. Anprews. That is what I meant when I said, Has your pro- 
gram, so far as expansion is concerned, been completed / 

General Mitzer. No more is anticipated. 

Mr. Anprews. Thank you. 

Mr. Passman. Can you project this to completion, and give us an 
estimate of what we may expect as to when it will phase out and what 
the total cost. will be ? 

General Mitier. The maximum for this will be about 3 more years, 
sir, as I recall. We have a ———— agreement with the British to 
supply these training launch missiles, depot maintenance, and spare 
parts. 

Mr. Passman. Thank you. We shall stand adjourned until 2 
o'clock this afternoon. 


Wepnespay, May 18, 1960. 
MILITARY ASSISTANCE—AFRICA 
WITNESSES 
DEPARTMENT OF DEFENSE 


GEN. WILLISTON B. PALMER, U.S. ARMY, DIRECTOR OF MILITARY 
ASSISTANCE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS 

REAR ADM. E. B. GRANTHAM, JR., DIRECTOR, NEAR EAST, SOUTH 
ASIA AND AFRICA REGION, INTERNATIONAL SECURITY AF- 
FAIRS 


MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 


DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The committee will come to order. 

The first witness this afternoon will be Rear Adm. E. B. Grantham, 
Jr., U.S. Navy, Director, Near East, South Asia and Africa Region. 
Do you have a statement you wish to make, sir? 
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Admiral Granruam. Yes. 
Mr. PassMan. We shall be pleased to hear from you at this time. 


GENERAL STATEMENT 


Admiral Granruam. Mr. Chairman and members of the committee, 
it is a privilege to appear before you today for the purpose of dis- 
cussing our military assistance programs in Africa. 

Africa’s geogr aphy and natural resources are or assets 
which must remain accessible to the free world. It is, therefore, im- 
portant that we do whatever is necessary to see that ae rapidly de- 
veloping tide of nationalism throughout ‘the continent does not result 
in significant gains there for international communism. To date, di- 
rect bloc incursions in the military field have been negligible. How- 
ever, the Soviet bloc is eager and ready to capitalize on emerging op- 
portunities, as indicated by the prompt Communist action in supply ing 
arms for Guinea. 

The rationale for the extension of limited U.S. military assistance 
programs to certain independent African countries is quite different 
from that normally governing military assistance within the NATO 
area. We do not expect that the small and lightly armed African 
nations receiving our military aid will make any major contribution 
to the free world defense in the event of an all-out global war. How- 
ever limited assistance to these countries does play an important role 
in the maintenance of internal security, the right to operate key U.S. 
bases in the area, and in assuring a political climate favorable to free 
world interests. 

Our current strategic interests in Africa are well defined and 
urgent. 

In addition to military rights in Africa we and our allies need con- 
tinued access to a wide range of essential materials, principally 
minerals. 

In short, we not only have important long-range requirements in 
Africa, but we also have the present need to operate military installa- 
tions there. 

In terms of dollars the military assistance program for Africa is 
the smallest of all the regional programs. Cumulative programs 
through fiscal year 1960 amount to $57.8 million. 

For fiscal year 1960 we requested funds in the amount of $7.4 million. 
For fiscal year 1961 we are seeking funds in the amount of $18.2 mil- 
lion. In our presentation to the Congress last year we proposed just 
one country program, Ethiopia. As the program year developed we 
have taken under consideration programs for four additional recipi- 
ents: namely, Liberia, Libya, Morocco, and Tunisia. After making the 
necessary adjustments to take into consideration these four ad litional 
country programs, our area program figure for fiscal year 1960 is 
$13.1 million. During fiscal year 1961 we plan to carry forward pro- 
grams for Ethiopia, Liberia, Libya, Morocco, and Tunisia. To ac- 
complish this in an orderly manner we are requesting $18.2 million. 
This request represents an increase of $5.1 million over our adjusted 
fiscal year 1960 program. This increase is necessary to provide essen- 
tial materiel and training for established programs and finance newly 
established country requirements. 
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In summary, our proposed fiscal year 1961 program for the area 
amounts to $18.2 million. _ this $12.6 million will be devoted to force 
improve ment items whereas $3.2 million is for force maintenance with 

$2.4 million being required Tor training, packing, crating, handling, 
and transportation. 

We believe that the amount requested is the minimum amount re- 
quired to achieve U.S. mutual security objectives in the area. 

Our current strategic interests in Africa are well defined and 
urgent. 

In Moroeco we operate three strategic Air Force bases (Sidi Sli- 


mane, Nouasseur, and Benguerir) and a — naval communications 
facility and a naval air station at Porty Lyautey. Although we have 


agreed to withdraw from these bases in 4 years, “it is important that 
we retain the right to operate them during this period. 

( Discussion off the record.) 

Admiral Granruam. Wheelus Airbase, an important staging and 
training facility, is located adjacent to Tripoli in Libya. 

Lesser known, but of importance to our oper: ations, are the privi- 
leges accorded us in the use of port facilities at Tripoli and Benghazi 
in Libya and at Massawa in Ethiopia. 

(Discussion off the record.) 


ETHIOPIA 


Admiral GrRantrHamM. The Emperor of Ethiopia attaches the 
greatest Importance to his armed forces, which have a manpower total 


of 





( Discussion off the record.) 

Admiral Granrnam. Some of the major items in the fiscal year 
1959-60 program for Ethiopia have not as yet been delivered. 

(Discussion off the record.) 

Admiral Granrnam. Through fiscal year 1960 the United States 
has programed $44.6 million in military assistance for Ethiopia. 

( Discussion off the record. ) 

Admiral Granruam. Ethiopia has approximately 500 miles of 
coastline bordering on the Red Sea. She needs to develop 2 modest 
coast guard capability in order to control smuggling and to prevent 
unauthorized entry. 

( Discussion off the record.) 


LIBYA 


Admiral Granrnan. Libya has an active military strength of 
-men of which ———— are in the provincial police forces. Our 
military interest in Libya centers in Wheelus Airbase near Tripoli. 
To assist the Government in maint: ining internal security, and at 
the same time discourage Communist influence the United States sup- 
ports a small military assistance program. To date this assistance 
has been provided in coordination with that provided by the United 
Kingdom. 
(Discussion off the record. ) 
Admiral Granruam. To date military assistance programed for 
Libya amounts to $2.2 million. 
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The program for fiscal year 1960 amounts to $670,000. For fiscal 
year 1961 we are proposing a program of ———— thousand. 
(Discussion off the record.) 





LIBERIA 


Admiral Granruam. Liberia’s army of ———— men, known as the 
Frontier Force, is only partially capable of maintaining internal 
security. 

(Discussion off the record. ) 

Admiral Grantuam. Two small Coast Guard utility boats were 
transferred to Liberia. 

Liberia cannot be expected to develop military forces capable of 
contributi ing to allied operations. Its importance to the United States 


lies in ———— our continuing interest in her maintenance of inter- 
nal sts ability and a prominent position among the newly independ- 
ent nations of West Africa. Laiberia’s historic nal ties with the United 


States cause her to be viewed by the other African nations as an 
American creation, and our attitude toward her is often considered 
by others as basically indicative of our policy toward Africa as a 
whole. 

(Discussion off the record.) 

Admiral Grantuam. During the presentation of our fiscal year 1960 
military assistance program I indicated that no MAP funds were 
being requested for Liberia. I gave as the reason for this the fact that 
requirements were not at that time fully identified. Subsequently, 
the Liberians submitted a request for the purchase of military equip- 
ment in the amount of ————. This request for light military equip- 
ment was reviewed and agreed to by the United ‘States. The fiscal 
year 1960 program for Liberia is being implemented as a credit sale. 

At the request of the Liberian Government, a U.S. survey team 
was sent to Liberia in 1959 to examine the overall internal security 
requirements. 

TUNISIA 


After acquiring independence in 1956 and forming the nucle “us of 
an Army, Tunisian authorities saw the need to expand this nucleus 
into a modest but effective security force of ———— (including ——— 
police type personnel). The United States and the United Kingdom 
were approached in the fall of 1957 and subsequently provided 
Tunisia with a small quantity of light arms. Again in 1959 the 
United States and the United Kingdom sold modest quantities of 
small arms and vehicles to Tunisia, These two credit sales of U.S. 
military equipment amounted to $3.3 million. 

In June of 1959, at the request of the Tunisian authorities, a U.S 
military survey team was dispatched to Tunisia to assess Tunisia’s 
military needs in light of the actual internal and external 
threat. 

( Discussion off the record.) 

A daniel GRANTHAM. That concludes ~. statement, Mr. Chairman. 

Mr. Passman. We shall let the record show that one of the state- 
ments given to us was a secret document, although it is difficult to 
understand why it is secret. Please declassify as much of it as you 
Can. 
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Admiral Granruam. Mr. Chairman, as you have directed, I will re- 
view the transcript of the proceedings and make everything unclassi- 
fied that I can. 

Mr. Passman. Working against severe time limitations, we are 
going to be as brief as possible with questions on the statement. We 
shall go through the country items and you will be with us. Will 
there be any way that you can identify for us what you have put in 
the record, so that the members marking up the bill will know what 
we are talking about? There have been many thousands of words of 
testimony deleted from and given off the record, and when you have 
nine or ten thousand pages of hearings it is almost impossible to 
check these items unless there is some way to identify them. Please 
do the best you can foru 

Admiral Grantriam. We will. 

Mr. Passman. Are we agreeing now that some of this marked 
“secret” is not secret 2 

Admiral Granruam. A secret statement was made secret in its en- 
tirety in order to make a coherent story, and I thought it would be 
more convenient for your reporter to handle it in this form. 

Mr. Passman. How is the committee going to arrive at what we 
should or should not do? 

Admiral Granrnam. TI will be very glad to review this record. 

Mr. Passman. Do you feel that some parts can be taken out of t] 
secret category, and th: at it can be made coherent ? 

Admiral GRANTHAM. I believe some parts can be declassified. 
Mr. Anprews. Admiral, we have been told repeatedly the reason 
why the amounts for given countries is secret is, first, to keep down 
sie Msc between countries; secondly, to keep down lobbying on the 
part of the countries to try to increase their share of this program. In 
just looking over this statement it occurs to me most of the statements 
made in your statement have appeared in the press an d have been 
talked of freely all over the country except for the amounts for each 
country. Is it true that the reason this document or statement 1s 
classified as sercret is due to the amounts involved for the particular 
countries ? 

Admiral GrantHam. That is true, but that is not the whole story. 

(Discussion off the record.) 

Admiral Grantnam. ——— I will have regard for all of this. 

Mr. Passman. I know either too little about the program or too 
much. I suppose one is as bad as the other. 


ASSISTANCE FOR MAINTENANCE OF INTERNAL SECURITY OF AFRICAN 
NATIONS 
In your unclassified statement on page 1, you say 


We do not expect that the small and lightly armed African nations receiving 
our military aid will make any major contribution to the free world offense in 
the event of an all-out global war. 


Then you say: 


However, limited assistance to these countries does play an important role 
in the maintenance of internal security * * *. 
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Is that developing into a U.S. policy, to go into these nations and 
furnish arms to control their tribes, or internal security? Is that 
what it involves ¢ 

Admiral Granruam. Mr. Chairman, where the internal security of 
4 country might be in jeopardy in a way that would permit the Com- 
munists to capitalize on unrest and an unsettled political situation, it 
is to our advantage to see that the internal security in a country is 
such that they can proceed with normal political processes and normal 
economic development. It is thus to our advantage to contribute as 
necessary to internal security for that reason. 

Mr. Passman. Is this a new approach in this part of the world / 

Admiral Granruam. Tomy knowledge it is not. 


ADDITION OF COUNTRIES TO PROGRAM 


Mr. Passman. You did not have any money about a year ago, then 
you asked for money for one little nation. We are mov ing into a new 
approach to this situation in Africa, which represents about 12 per- 
cent of the population of the world, about 220 million people. 

(Discussion off the record. ) 

Mr. Passman. Now, on page 2 of your statement, you say: 

In our presentation to the Congress last year we proposed just one country 
program, Ethiopia. As the program year developed we have taken under con- 
sideration programs for four additional recipients; namely, Liberia, Libya, 
Morocco, and Tunisia. 

We were told earlier in the vear that there would be about four 
nations brought into being in the very near future, and in the not 
too distant future there would be 13 mnpe new nations in Africa. 

We started with no program, and then gave them some aid. 

That was just one nation. But the othe rs decided they wanted some. 
So you move into Liberia, Libya, Morocco, and Tunisia. 

Does this mean that when we get this started it will be like all 
the other phases of the aid program about which we have received 
testimon \ this vear ¢ Will vou have an aid program for all of these 
nations? Where will you stop ¢ 

\diniral Granruam. Mr. Chairman, this point has been a matter 
of serious consideration and discussion between the Department ot 
Defense and the Department of State at staff levels. We are most 
anxious to avoid participating in anything that would smack of 
proc ing a | aris competit ion in Africa anvwhe Te. As these nations 
hecome independent we are undoubtedly going to be receiving er 
from them that they be assisted in achievi Inge the ec: apabili Mtv, Or mal 


tuning the capability of prese rving their internal security. It is 
our hope that the metropoli itan powers who have previou sly had these 
iveas under trusteeship, or their guidance of some kind, will fill this 


role of assistance and that the United States will not hades involved. 

Mr. Passman. That is a hope. This thing is just about as prolific 
| Louisiana rabbit. You did not have any, and then you put one 
in the program ona political basis; but be fore you could hatch that 
one out three more popped in. You know, and I know, that there are 
four more nations which will be brought into being that will be 
clamoring for a military program. You will be in every one with 
some type of assistance program. It is just a question of how far 
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can we go, and how far will we commit ourselves. Now it is admitted 
that the request for money is being made because we have a moral 
obligation to provide it, and it is a policy question. 

Admiral Grantuam. Mr. Chairman, our self-interest demands that 
we have a serious regard for the security angles I have already men- 
tioned. There is one important factor I have not mentioned, and 
that is that the Soviet Union and the Soviet bloc have shown they 
are most anxious to get into this business and to furnish military 
assistance where it is required. It is conceivable, if they are per- 
mitted to do this and we do not lend a sympathetic ear where we 
have the primary strategic interest, we would find ourselves 
inavery difficult situation. 

Mr. Passman. Weare coming out of Morocco. 

(Discussion off the record. ) 

Mr. Passman. An item from the U.S. News & World Report says 
an important American official who recently talked with Khrushx -hey 
said: 

What impressed me most is the Russians’ contempt for this country’s propa- 
ganda effort. They say that they can spend $1 for every $100 spent by the United 
States in aid abroad and come off with all the credit, while the United States is 
pictured as an imperialist nation that takes delight in treading on its Negro 
minority. Russian officials doubt that the United States has any idea what the 
struggle in the world is all about. 

Did you read that ? 

Admiral Grantnam. Mr. Chairman, I cannot agree with the Soviet 
observer. 

Mr. Passman. This was not a Soviet observer. 

Admiral GranrnaAm. Thisis what Mr. Khrushchev said. 

Mr. Passman. I do not concur with what he says. Until just re- 
cently we have been told that they make hard- boiled loans, and it 
took us 4 years to pin down where the Soviet had given as much as 
$10 worth of rupees. We finally pinned one down on ——— 

Anyway, it is a matter of policy. I have concern as a ti ixpayer as 
to just how far we should get ourselves committed, and that we might 
finally reach the point of being unable to borrow money to continue 
the program. 

(Diseussion off the record. ) 


AIRCRAFT FOR ETHIOPIA 


Mr. PASSMAN. Does that mean replacing the aireraft we @mave 
Ethiopia recently ? 

Admiral Grantuam. No, sir. 

Mr. Passman. Will you give us some information on that, sir? 

(Discussion off the record.) 

Mr. Passman. This is Ethiopia / 

Admiral Granruam. Yes, sir. They now have an assortment of 
training aircraft acquired in Europe and a few from the United States. 
- They have no means to keep them operational with reasonable 
safety. They really must be replaced. 

Mr. Passman. Why do we have to replace them especially so as 
they contribute very little to the overall security in case of all-out 


war? Would they not get along just about as well flying the old 
ones? 
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Admiral Granruam. No,sir. They can no longer fly them. 

Mr. Passman. They cannot even maintain them after we give them 
to them? 

Admiral Granruam. These are aircraft they acquired principally in 
Europe. 

Mr. Passman. How about the ———— new ones we gave them? Have 
they been delivered ? 

Admiral Granrnam. They have not been delivered. They will be 
delivered on a schedule. ———— 

Mr. Passman. You have already reserved funds for those ? 

Admiral GrantHam. Yes, sir. 

Mr. Passman. Now you are requesting money for more than the 

new ones scheduled to be delivered this year for which you have 
obligated funds? 

Admiral Granruam. That is correct, sir. They are of different 
type. The - aircraft we just referred to are operational 
type aircraft to go to an operational unit. The ones we are asking 
for are primary trainers to be used in training pilots. 

Mr. Passaran. Mr. Taber, do you have questions on the statement ? 


BASIS FOR ESTIMATES 


Mr. Taner. How were these figures arrived at ? 

Admiral Granruam. IT have cited figures for 1960. These were 
the figures for 1960 that we wound up with for the program after 
adjusting to the money appropriated. For 1961 the figures are for 
programs which we are proposing to carry out. 

Mr. Taner. Yes, but were those figures arrived at by negotiation 
or how—or do you just tell them what you are going to do? How 
do you come to make these grants or supply materials. or whatever 
it may be? 

Admiral Grantiasr. Let us take a typical example, Mr. Taber. 

(Discussion off the record.) 

Admiral GrantnaAm. Having determined what they needed mili- 
tarily, we then examined it carefully and proposed to them what ——— 
need. Then they came back with rebuttal and said. “We think so 
too, but we would like to substitute something for this item, and 
something else for that item.” This figure may be modified some- 
What in this process, but not much. 

As for the basic decision whether or not to furnish any military 
assistance to - at all, this is a political question decided at the 
political level. 

Mr. Taper. It is decided by a group of conferences between you 
and somebody else? 

Admiral Grantiam. Essentially it comes about by a political de- 
cision in the Department of State that we need to do something for 
this country to satisfy their request for military equipment. ~The 
decision having been made that we will assist in some way, then we 
vo about implementing it in the fashion T have described, sir. 

Mr. Taner. I think that is all I have. 


53908—60—pt. 2——_74 
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PROGRAM IN SUDAN 


Mr. Passman. You have Sudan, also, in the program for 1960; 
have you not? 

Admiral Granruam. We have some training. 

Mr. Passman. Is it paid for out of the military assistance fund? 

Admiral Granruam. It is. 

Mr. PassMaAn. Then, should it not be added to this, so we will have 
tallin? 

Admiral Granruam. We have a $7,000 program for Sudan in 1960, 

Mr. Passman. Did they ask to be taken out of the program / 

\dmiral Granruam. Not to my knowledge. 

Mr. Passman. Mr. Gary? 

Mr. Gary. As I understand, your request is for contributions for 
five countries in Africa. 

Admiral Granruam. Yes. sit 

Mr. Gary. In how many of those countries do we have bases located ? 

Admiral Granruam. Three. 


FUTURE PROGRAMS IN) AFRICA 


Mr. Gary. In three of the five, we have bases located. As I under- 
stand it. there are about seven more new nations being formed in Afric 
thisyear. Isthat mght ? 

Admiral GRANTHAM. Yes, sir. 

Mr. Gary. And about 30 more on the Waly in process of formation. 
Does that mean we have 1o go into each one of these countries and 
pees ne their internal security so as to make their governments 
sound, hen unde r the technical aid program vive them technical assist- 
ance to Insure their continuance, and then under the defense support 
program contribute to their budgets to be certain that they have al 
sound economy 4 We are voIne to @Wuarantee all of these countries 
n Africa the wherewithal to operate? 

Admiral Granrnam. Some parts of your anger sir, I am sure 
you know I am not competent to answer, dealing with the economies 
of the countries, but from the military naka of view 

Mr. Gary. That is it. You look at the military. Somebody else 
is looking’ at another phase of it. We have to take an overall view. 
and we also have to turn our eves To the United States of America. 
If we kee pon pout ing’ all of this money out overseas, we shall be bank- 
ve: in the United States of Ame ee and then no nation will be 

‘apab le of defending the world. Tf it is necessary for us to help other 
eountr i Ss to de fend the world and we gel to the point we cannot de fe nd 
it, then there will be no defense. That is the thine that 
his committee. 

Admiral Granriram. TI would like to say, sir, that we are concerned 
i the Department of Defense, and T am aware that the Department 
of State is concerned about this question. We would like to see these 

newly inde pende nt countries continue to receive assistance from Euro- 
pean countries, and that the European countries would continue to 
help them to maintain internal security. T believe that some of these 
countries will probably ultimately come to us. and we will have to use 
our influence to get the European countries to look after them. 


is worr ving 
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We do not wish by any means to get into this business. 

Mr. Gary. We certainly are getting into it. Somebody must be 
doing a lot of arm twisting, then, because we are getting into every one 
of them. Every single country that is formed, we have to get in. 
After the events of the last 2 or 3 days in Paris, I think we shall have 
to look to our own defenses in this country. 

Admiral Grantuam. Of the nations which are going to be inde- 
pendent this year, we have not undertaken any commitments to assist 
them with any military equipment. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. I yield. 


GROWTHL OF PROGRAMS SINCE 1958 


Mr. Passman. Let us see how this thing is growing. We will not 
go back too far. Let us pick it up in 1958. This is all programs. 

You had $81,624,000 in 1958. In 1959 it jumped up to $129,964,000 : 
In 1960, 8131,553,000; planned for 1961, 8157,480,000. 

I am sure, Admiral, you share this committee’s concern. We go 
around the world to some 76 nations, with so many ditferent programs 
it takes about 5 vears for a full-time member of the committee to 
familiarize himself with merely the basic points of the different 
phases and facets. It is not just a question of military. Every part 
of this program this year is stepped up. The requests reach S4.175 
million. When we get into it, we find it is increased across the board. 
I beheve that vou, too, will share my convictions, and those of Mr. 
Gary and other members of the committee, that somewhere along 
the line there must be a check if we are to maintain it. 

Please pardon me for lecturing, and I want to apologize to the 
gentleman from Virginia. 

Thank vou, Mr. Gary. 

Mr. Gary. That is all, Mr. Chairman. 

Admiral Grantiiam. Mr. Chairman, T submit that considering the 
states we are dealing with in Africa, the $18.2 million requested for 
i961 1s really a very reasonable houre. I do hot honest lv see how 
we could hope to be effective with less. I think it is essential to 
the accomplishment of our objectives in the areas in which we shall 
spend the money. 

Mr. Passman. Could it be that we are spreading it too thin? We 
are all over the world with this. You know, and | know, that we 
have to borrow the money in a great many instances to finance these 
programs. We hope it will not be so in the future, but it has been 
so in the past. I think it was undetermined even 24 months ago 
whether we should have a military program in Africa. Last year we 
came In with a program for Ethiopia, not large, but we got in. This 
year you are in with . We must look to the future. At least 
four, and possibly seven, more nations are coming into being in Africa 
maybe within the year. We look a little ahead, and we see 13 more 
nations being formed: and in all probability it could be that from 
har Ing given military aid to Ethiopia, you will receive requests from 
these other nations, and doubtless you will receive such requests. 

General Parmer. I would like to offer one point, Mr. Chairman. 

Mr. Passaan. Please do, 
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General Paumer. Of this African program we are discussing, ——— 
in three countries—Ethiopia, Morocco, and Libya—in which we have 

important bases to safeguard our security. 

Mr. P ean. But in Morocco they have asked us to get out, have 
they not, and we have agreed to get out? 

General Parmer. We have agreed to get out. 

(Discussion off the record.) 

Mr. Passman. General, Admiral, and the other witnesses, one rea. 
son we are thinking about this program for this part of the world, I 
believe what is referred to as tropical Africa, is that they are getting 
underway a new kind of fe privy als technical aid program, asking 
$20 million to start it, out of the funds for special assistance. That 
leads to school buildings and even certain housing. In that, too, we 
know from experience the minute the camel gets his nose under the 
tent, the requests will grow and grow. We have to look at it overall. 

In addition to the military, under special assistance, getting away 
from all the others, you have as a classified item - millions to 
those two countries. 

Mr. Murrniy. Those figures are correct, yes. 

Mr. Passman. Would that not have been sufficient ? 

Mr. Rhodes, do you have any questions on the general statement? 


SOVIET PROGRAM IN AFRICA 


Mr. Ritopes. How many countries in this area have Soviet bloe 
military missions ? 

Admiral Grantruam. The only one I am aware of is Guinea 

Mr. Ruopes. Are you aware of any activity in any of the other 
nations by the Soviet military ? 

Admiral Grantrnam. T should add Ethiopia, but Ethiopia has not 
vot into the military business with the Russians as vet. 

Mr. Rnoprs. It has a line of credit. Does the line of credit extend 
to military equipment? 

Admir: il Grantuam. ———. There is no Soviet bloc military 
mission in Ethiopia at the present time, whereas there is in Guinea. 

Mr. Ruopres. Have you had enough experience with the Soviet bloc 
type of operation to compare their type of operations in this area with 
our own—in other words, the manner in which the Soviet bloc might 
send a military mission—what it intends to accomplish, how they op- 
erate, how efficient they are, whether they engage in training or 
merely advising? In other words, do we know very much 
them ? : 

Admiral Grantuam. I do not know of firsthand knowledge. I 
have been told that at gina the Soviets do have a sizable military 
mission; that they are reasonably efficient, but they have the same 
kinds of troubles we haus with their programs; that they are less 
concerned about efficiency than they are about propaganda and 
orienting people toward their way of thinking. 


Mr. Ruopes. Do you know how many people are in the mission in 
Guinea, for instance? 


(Discussion off the record. ) 


Admiral Granruam. I am afraid I will have to supply that for the 
record. T have it here somewhere. 
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Mr. Ruopes. Very well. 

Admiral Granruam. Earlier reports indicate that they have one 
general officer and several assistants. How many, I do not know. It 
is a small mission. 

Mr. Ruopes. You will supply that for the record 4 

Admiral Granruam. Yes, sir; 1 will supply that for the record. 

(The information requested follows:) 

There is no further information available about the Soviet mission. How- 
ever, present indications are that the Czechs have seven to eight people advising 
the Government of Guinea on internal security matters. 

Mr. Ruopes. Is there a Czechoslovak mission in Guinea / 

Admiral Granruam. Yes, sir. 

Mr. Ruopes. I think that is all. 

Mr, PassMan. Mr. Andrews / 


EXPENDITURES OVER APPROPRIATIONS FOR 1960 


Mr. Anprews. Admiral, on page 2 of your unclassified statement 
you stated that in fiscal year 1960 you had $7.4 million. I guess that 
was appropriated in last year’s bill. 

Admiral Granruam. That is what we asked for, sir. 

Mr. Anprews. But after making these adjustments, you spent $13.1 
million. 

Admiral Granriam. Yes, sir. 

Mr. Anprews. Where did the extra money come from—the differ- 
ence between $13.1 million and $7.4 million. 

Admiral Granruam, For Liberia. 

Mr. Anprews. I do not mean the countries or where it went. I am 
sure that it went into these new countries—Liberia, Libya, Morocco, 
and Tunisia. My question is: There was $7.4 million in last year’s 
appropriation bill for the African program, and you spent $13.1 
million; where did you get the additional $5.7 million ? 

Admiral Granruam. As you know, sir, as our programs are imple- 
mented, they are continually refined. You have to keep a certain 
amount of flexibility in the program to make it workable. We simply 
programed this money on a worldwide basis. 

Mr. ANprEws. Loans from where / 

Admiral Granruam. We granted credit, for instance, to Liberia 
tomakea purchase, 

Mr. Awprews. From what fund did you get the money which you 
loaned 4 

Admiral Granruam. From military assistance funds. 

Mr. Awprews. Did any of this additional money for these African 
countries come from the contingent fund ¢ 

Admiral Granrunam. Yes, sir. We had a Presidential determina- 
tion—excuse me just a minute, sir. 

Mr. Shaw, the Comptroller, has just informed me that none of this 
did come from the contingeney fund. 

Mr. Anprews. This additional $5.7 million was just taken from 
other programs in the military assistance / 

Admiral Granrnam. Yes, sir. 
Mr. Passman. Will the gentleman yield / 
Mr. Anprews. Yes. 
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Mr. Passman. Nevertheless, in the overall program, you did trans- 


fer from the contingency to the military fund $31 million plus; did 
you not ¢ 


Mr. Murpuy. Yessir. 

Mr. Passman. It could jus t as e asily have come = of the con- 
tingency. You may not have tr: ansferred it directly, but you trans- 
ferred out of the contingency in excess of $31 million into the milit: ary 
assistance. 

Mr. Murriy. Yes, sir. Of course, when that kind of arrangement 
is approved, Mr. Chairman, it is for specific purposes. That is why 
we are able to say that none of it was used for these particular 
countries. 

AIRFIELDS IN ETHIOPIA 


Mr. Anprews. What about the airfields in Ethiopia, Admiral? Are 
they sufficient to take care of these new planes we are sending them? 

Admiral Grantiam. Yes. sir. 

Mr. Anprews. How many airfields do they have ? 

( Discussion off the record. ) 

Mr. Anprews. Do you know the length of the runways on those 
fields ¢ 

Admiral Granruam. I would not like to answer that. sir. I might 
give you misinformation. 

Mr. Anprews. But they can handle jet planes ? 

Admiral Granrnam. Yes, sir. I do not mean to say that both 
fields can handle them fully equipped for combat. They have to make 
some adjustments in the load they carry. The airfield at Harar Meda 
is 8,880 feet and is scheduled for completion in July 1960 to a length 
of 10,100 feet. One at Asmara is 7,053 feet long—the bare minimum 
length for jet fighter operation. 

Mr. Anprews. Did we build those fields for them / 

Admiral Grantuam. I do not know, sir. I will have to look it up 
and supply the answer for the record, I think they are fields which 
were put there duri Ine the last war. and who paid for them I do not 
know. 

Mr. Anprews. Is there any money in this budget for improvement or 
extension of those fields ? 

Admiral Grantuam. There is not, sir. 

Mr. Anprews. Have they made any request ? 

Admiral Grantuam. No, sir. 

Mr. Anprews. That isall, Mr. Chairman. 

Mr. Passman. Mr. Conte, on the statement. 

Mr. Contr. No questions. 

(Off the record. ) 

COUNTRY REQUESTS FOR AID 


Mr. Taner. What were the spec ific requests from each of these gov- 
ernments to you for aid? That is, how much would it cost to provide 
and supply the military equipment and ammunition which they re- 
quested in each case? IT shall not ask you to put that in the record, 
but I want to know. 


Admiral Granruam., In - they asked us to survey their 


military requirements, which we did: and we came to the conclusion 
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that a reasonable approach to the ———— problem would be an 
overall figure of not exceeding ——— million for a program which 
would extend over a period of ——— years. 
Mr. Taser. You mean an average of about ———— million a year? 
Admiral Grantuam. Yes, sir. In Tunisia — - we came to 
the conclusion that an overall program of about — million ex- 
tending over a period of ———— years, or roughly million per 


year, would meet their requirements. 

In Libya, we have a military assistance agreement with the Libyans, 
and the proposed fizure for 1961 is- . This is mainly for heavy 
equipment and some training. This program is run like any other 
where we have a bilateral agreement with the country, and the de- 
termination of their requirements from year to year is made now on 
the basis of a plan. 

Mr. Taner. Is that a——— program ¢ 

Admiral Grantruam. No, sir. This is just for the 1 year. For 
the next year, 1962, I do not have a figure. 

For Ethiopia we have the same kind of program running with them. 
We have a bilateral agreement, of course. We are asking for 
million for next year. They have submitted requests but we have not 
refined them for 1962. T could not tell you with any accuracy what 
determination we will finally come to on the program they have asked 
for, but if we acceded to their request we would be in for more than 
— million. I just do not know how this will come out. 

Finally is Liberia, where we followed the survey team procedure and 
examined the situation there. We find that a program of about 
—— dollars extending over a period of ——— years should satisfy 
their requirements. ———— 

I believe that deals with all the countries, Mr. Taber. Does that 
answer the question 4 

Mr. Taner. That means that Liberia is in a little better shape than 
the rest of them. 

— GRANTHAM. Possibly so, sir, but there is a little more to 

. believe, Mr. Taber, and that is that we want to avoid getting into 
‘l pete of furnishing grant aid to a large extent to these west 
African countries as they become independent. If they have to pay 
for what they get, they have to take a more modest view of what they 
need. That is about the size of it. 

Mr. Taner. These figures came to considerably less than they asked 
for to start with when you started negotiating w ith them ? 

Admiral Grantuam. Yes. 

Mr. Taner. In each case ? 

Admiral Granruam. Yes, sir. Almost invariably they wanted a lot 
more than they could handle and than they need. We do not go along 
with that. 


GROWTH OF PROGRAM IN AFRICA 


Mr. Passman. Admiral, how would we reconcile this presentation 
with prior year presentations’ I might preface my remarks by ask- 
ing you this question: Did you start out in Ethiopia with one of these 
small 3-year programs, and it began to grow! I ask that for this 
reason: On page 608 of the hearings for 1959, it says that about 2 
years ago our African programs were limited to small technical co- 
operation programs in Liberia, Ethiopia, Somalia, and Libya, and a 
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few pilot projects in British African territories and the beginning 
of a development assistance program in Liberia. I quote now: 

During the last 2 years the program has accelerated and new programs have 
been introduced in Tunisia, Morocco, and Ghana. 

If we go to the record on Ethiopia, the cumulative amount of mili- 
tary alone through fiscal 1960 has already reached $44,649,000. 

We shall not go into it in detail at this time; but this, too, started 
off small, with a limited program, and now has begun to grow. We 
have been in Ethiopia several years, and the program is increasing 
this year? 

Admiral Granriam. There isa slight increase. 

Mr. Passman. How many years have we been in there with military 
aid ? 

Admiral Granruam. The bilateral agreement was consummated in 
May 1953 and the first program approv al was in June of 1953. 

Mr. Passman. There is testimony from Secretary Shuff which you 
may want to read. We are frequently thinking in terms of maybe 
a 2- or 3-year program; but practically without exception they just 
start grow ing and become a continuing program, 

(Discussion off the record.) 


Nore WC 


Mr. Passman. You request - , for Morocco. This is an in- 
crease of - - above 1960, and - -above 1959 ? 

Admiral Granriram. Yes, sir. 

Mr. Passman. Notwithstanding the fact that we are terminating 
our base agreement, is it true we are embarking on a year 
program in this country / 

Admiral GranrHam. Yes, sir. 

Mr. PassMan. What is the estimated cost ? 

Admiral GranTuaM. - — million. 

Mr. Passman. Is this a political program, or is there some military 
justification ? 

Admiral Granruam. Political program with military justification. 


( Discussion of the record. ) 

Mr. Passman. Are we making less and less use of the airbases there! 
Admiral Grantuam. Some installations in Morocco are being eva- 
cuated and some personnel are therefore departing. 

Mr. Passman. Are you having some disagr eement with the Moroc- 
can Government as to the amount of rental we should pay on those 
bases ? 

Admiral Granruam. No, sir, there is no rental connected with these 
bases. 

Mr. Passman. Payment in kind ? 

Admiral Grantnam. There is no payment in kind as I understand 
it, sir. 

Mr. Mureny. You are confusing Morocco with Libya, I believe, Mr. 
Chairman, you were thinking of Liby: a. 

Mr. Passman. Youare correct; it is Libya. 

Mr. Taner. You should tell us whether or not these items represent 
furnishing of military supplies, including ammunition, or whether 
they represent dollars. 
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Admiral Granruam. These figures, sir, represent military equip- 
ment, ammunition, and some training, entirely military. 

Mr. Taser. Purchasing is all done by our own people ? 

Admiral Grantuam. That is correct, sir. There is no direct dollar 
input from this military program into Morocco. 

Mr. Taner. Is there on any of them ¢ 

Admiral Grantuam. Not from the military program, sir. 

Mr. Passman. The comment I made earlier referred to Libya, not 
Morocco. 

Mr. Murpeuy. Mr. Chairman, I do not recall exactly what the state- 
ment was. JT can say this: The Air Force was making an annual 
special payment to the Libyan Government for economic development 
purposes which arose as part of the agreement between Libya and 
the United States and which led to our occupancy of Wheelus Airbase. 


This special payment at one time was ———— and it was scheduled 
at a certain point to drop to ——— according to the original agree- 
ment. 


Mr. PassmMan. In ———— 

Mr. Murrpny. Yes, sir. 

(Discussion off the record. ) 

Mr. Passman. In effect, you met their demand by putting ———— in 
the special assistance program ? 

Mr. Mureny. Yes, sir; additional funds made available from special 
assistance. 

Mr. Passman. If not a subterfuge, it was possibly a political 
shakedown. Those are my words, not yours. 

Thank you very much, sir. 


Wepnespay, May 18, 1960. 
MILITARY ASSISTANCE—NEAR EAST AND SOUTH ASIA 
WITNESSES 


DEPARTMENT OF DEFENSE 


GEN. WILLISTON B. PALMER, U.S. ARMY, DIRECTOR OF MILITARY 
ASSISTANCE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS 

REAR ADM. E. B. GRANTHAM, JR., DIRECTOR, NEAR EAST, SOUTH 
ASIA, AND AFRICA REGION, INTERNATIONAL SECURITY AF- 
FAIRS 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 

BENJAMIN FORMAN, ASSISTANT GENERAL COUNSEL, INTERNA- 
TIONAL AFFAIRS, OFFICE OF SECRETARY OF DEFENSE 


DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. Admiral, you will testify also for the Near East and 
south Asia ? 
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Admiral Granriam. Yes, sir. 

Mr. Passman. Do you have a statement to make on the subject 
matter 4 

Admiral Grantruam. I do,sir. 

Mr. Passman. You will kindly proceed, sir. 

Mr. Taser. Off the record. 

( Discussion held off the record.) 


GENERAL STATEMENT 


e mire al Granruam. Mr. Chairman and members of the committee, 
it is a privilege to appear before you today for the purpose of dis- 
cussing our military assistance programs in the Near East and south 
Asia region. This area extends from Greece in the west to East 
Pakistan in the east, and from Afghanistan in the north to C eylon 
in the south. Its inhabitants are confronted by the menace of Com- 
munist Russia and its satellites on the one flank and Red China on 
the other. 

International communism seeks to weaken the nations of this area 
through the familiar strategy of infiltration and subversion with the 
objective of achieving domination of their political orientation. More 
specifically, the Soviet Union is engaged in a campaign of penetra- 
tion through economic and military assistance coupled with a com- 
prehensive propaganda effort. 

It is to our advantage to assist these countries, as necessary, to 
achieve or maintain conditions which will bolster their will to resist 
Communist subversion and aggression. Our military assistance 
makes a major contribution to this end by making possible a degree 
of security essential to the achievement and maintenance of eco- 
nomic and political stability. The Soviet Union has given very 
convincing evidence that they are anxious to use military assistance 
to advance their interests wherever possible in the area. 

Countries in this area are direct contributors to the free world 
system of collective security through membership in the North At- 
lantic Treaty Organization (NATO) ), the Central Treaty Organiza- 
tion (CENTO) and the Southeast Asia Treaty Organization 
(SEATO). Greece and Turkey are important contributors of 
NATO forces. Turkey, Iran, and Pakistan, as regional —— of 
CENTO, form a collective shield for the entire Middle East area. 
In addition, Pakistan is a member of SEATO. These four countries, 
with whom the United States has concluded mutual defense agree- 
ments, are the major recipients of military assistance in the area. 

The first two countries in this area to receive U.S. assistance in the 
form of military and economic aid were Greece and Turkey. You 
will recall the announcement by Britain in early 1947 that she could 
no longer continue her efforts in Greece. A little later in the same 
year the President sent a message to the Congress pointing out the 
need for aid to Greec e and Turkey. The 80th Congress responsed by 
enacting Public Law 75 authorizing military, economic, and technic ‘al 
aid to Greece and Turkey. This action marked the beginning of our 
worldwide assistance program. 

The pivotal part played by military assistance in helping to save 
Greece from falling into the Communist orbit in the early years 1s 
too well known to require emphasis. 
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1 believe that the military hardware provided and the operational 
effectiveness achieved with the help of our military assistance pro- 
gram have had a great deal to do with the willingness of Iran, Tur- 
key, and Pakistan to stand so resolutely against repeated Russian 
threats and blandishments. 

Other witnesses have made known to you the broad policy aspects 
of our worldwide military assistance programs as well as facts re- 
lated to the cost of these programs. In fiscal year 1960 we requested 
$412 million for this area, however the planned program had to be 
adjusted to appropriated funds and resulted in a fiscal year 1960 
program of $254.8 million. The adjustments that were required have 
been reported to the Congress pursuant to the provisions of the Mu- 
tual Security Appropriation Act of 1960. However, it is important 
to note that in making these adjustments it was necessary to eliminate 
major items and projects, principally for the improv ement of forces, 
which are still needed and have been included in our proposed fiscal 
year 1961 program for the area. 

As I previously indie ated Greece, Turkey, Ivan, and Pakistan are 
the major recipients in this area. Approximately 98 percent of the 
funds requested are proposed for programs for these countries, 
whereas the balance will be devoted to small programs, principally 
training, for other recipients in the area. The fiscal year 1961 pro- 
gram provides $159.1 million for force maintenance, $246.7 million for 
force improvement items, training assistance in the amount of $21.8 
million and the balance, about 7 percent of the whole being required 
for packing, crating, handling, and transportation. 

We believe that the amount requested is the minimum required to 
achieve U.S. mutual security objectives in the area. 

Mr. Passman. Thank you, Admirs ul. 

Mr. Taber, do you have questions ? 

Mr. Taper. Are those the amounts they are asking in each instance ? 

Admiral Granruam. No, sir. Generally speaking, in all of these 
countries, they express a desire for more equipment than we agree 
they should have. That applies throughout this entire area 


MILITARY AID FROM OTHER COUNTRIES 


Mr. Taner. Did you have any other source of supply’ Are they 
getting military aid from any other countr y? 

Admiral Granriam. Yes, sir. Pakistan receives some help from 
the British. Some of their ships are British ships, and the British 
do furnish some assistance. 

What the value of the British assistance is dollarwise I am unable 
tostate. It does not amount to much. 


SURPLUS SUPPLIES IN) PROGRAM 


Mr. Taner. Are they getting any equipment and military supplies 
from us as surplus in addition to these vehicles ? 

Admiral GRANTHAM. Yes, sir; as excess. 

Mr. Taser. How much do they amount to? 

Admiral Granruam. Mr. Taber, to give the amount of excess in 
each instance IT will refer to this presentation book. 
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In Greece it amounts to- 

In Iran it amounts to— : 

In Pakistan it amounts to ———. 

In Saudi Arabia it amounts to 

In Turkey it amounts to . These figures are at acquisition 
cost, sir. 

Mr. Taser. And the ow they are in would depend on the 
drawer from which they came. Isthat right ? 

Admiral GranTHAM. eh ves, sir; but before they are de- 
livered the equipment is reconditioned and then delivered t to the 
recipient countries so that upon arrival in the country it is in operable 
condition and it is in good shape. 

Mr. Taner. Is that material quite old or is it of a current type? 

Admiral Granrnam. It varies in age, sir. It is generally post- 
World War IT type of equipment, such as the M-47 tank which, as 
General Palmer indicated to us. was used in Korea and now ts be- 
coming obsolete for our purposes. 

Mr. Taner. Isthat what most of these items are / 

(Admiral Grantiam. Yes, sir. 

General Patmer. You will remember the excess is defined as in 
excess of the mobilization requirements of our own forces. In other 
words, we no longer need that equipment in getting ready for a war. 

Mr. Taser. That isall. 

Mr. Passman. We shall take a brief recess in order to answer the 
rolleall, gentlemen. 

(Short recess taken.) 

Mr. Passman. The military assistance program for the Near East 
and South Asia for fiseal 1960 was $254,832,000.. You are asking for 
fiscal 1961 a total of $457,928,000, which is an increase of $203,096 000, 
Ts that correct ? 

Admiral Grantuam. Yes, sir. 

Mr. Passman. That is approximately an 80 percent increase. 


TOTAL MILITARY ASSISTANCE THROUGH JUNE 30 


What is the total amount of military assistance that has been pro 
vided in this area through June 30? 

Admiral Grantnam. Cumulative through June 30 

Mr. Taner. What do you mean by “cumulative through June 30"? 
Ts that an estimate ? 

Mr. Passman. The question is, what is the total amount of military 
assistance that has been provided in this area through June 30. 

Admiral Grantram. $3,500,187,000. sit 

Mr. Passman. That is deliveries? 

Admiral Grantnam. Yes, sir. Equipment, training. and services. 

Mr. Passman. What amount do you have unliquidated to the credit 
of this area? 

Admiral Grantiam. $340,904,000. 


EXCESS EQUIPMENT FURNISHED 
Mr. Passman. Could you give us the total value of the excess 


equipment furnished to this region ? 
Admiral Granruam. Through fiscal 1960, $173.549.000, sir. 
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Mr. Passman. What do you have programed for fiscal 1961 in ex- 
cess equipment / 

Admiral Granruam. $15,088,000. 

Mr. Passman. What has been the dollar value of local currency, if 
any, that has been furnished this military assistance program, cumu- 
lative ¢ 

Admiral Granruam. Mr. Chairman, I will have to ask for as- 
sistance on this question. 


FUNDS FROM SALE OF MILITARY EQUIPMENT 


Mr. Passman. All right. While they are looking it up, can you tell 
ws what amount has become available to the area by the sale of mili- 
tary equipment that has been plowed back into the program, if any? 

Admiral Grantiam. Mr. Chairman, I can give you an answer that I 
think answers the question. 

Mr. Passman. All right, sir. 

Admiral Granruam. It has been very little. 

Mr. Passman. Some? 

Admiral Granruam. There has been some but it is insignificant. 
The Greeks have been permitted to sell some aircraft, but very few of 
them. 

Mr. Passman. When you say “very little,” approximately what 
amount do you mean ¢ 

Admiral GrantuHam. $47,955,000 as a whole. 

Mr. Passman. I might say, Admiral, to me that is not very little. 

Admiral Granrnam. Mr. Chairman, I agree with you. I was mis- 
taken in saying I thought it was an insignificant amount. 

Mr. Passman. Do you have the local currency ? 

Mr. Murpiry. I can give it to you country by country. 

Mr. Passman. Give us the total. 

Mr. Murpny. I do not have the total computed. 

Mr. Passman. You are adding it up? 

Mr. Murrny. Yes. 

Mr. Passman. Take your time and give us the total. When you put 
them all together it isa pretty big figure. 

Mr. Conte. Mr. Chairman, in regard to that $47 million, what is 
that / 

Mr. Passman. That is for equipment which was sold and the money 
went back into the program of the country. 

Mr. Contr. Obsolete equipment ? 

Mr. Passman. I do not know whether it was obsolete, or not. They 
have sold it, and the proceeds went back into the program of the 
country. 

Mr. Suaw. Mr. Chairman, the sales negotiated with the military 
departments are for cash and they receive the reimbursements in their 
accounts. So it can be a mixture of material excess to the mobilization 
reserve requirement or new material. 

Mr. Passman. It could be salvage? 

Mr. Suaw. It is not salvage as such. It could be excess to the 
mobilization reserve requirement or surplus stock sold for cash under 
the authority of section 106 of this act. 

Mr. PassMan. On any salvage in this area, do the proceeds go to 
the ndividual nation that may have the saly age equipment c 
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Mr. Suaw. The salvage that is collected by the United States and 
disposed of here or by U.S. authorities is returned to miscellaneous 
receipts of the Treasury. 

Mr. Passman. I am afraid I am not getting through the point I 
am trying tomake. 

In Europe we were told, and it was verified. that after the military 
equipment had been turned over to the recipient nation, if and when 
it was determined it was no longer usable, it became salvage; and 
the country could dispose of the salvage equipment and the proceeds 
from the sale of the salvage went to their own treasury. 

Mr. Suaw. That is correct. There are two ways it may be done. 
Material may be disposed of by U.S. authorities and in that way the 
receipts are returned to the miscellaneous receipts of the U.S, 
Treasury. 

If it is decided it is not profitable for the United States to dispose 
of it and it is therefore agreed that it will be disposed of by the re- 
cipient. agency of the recipient government, the prt from this 
salvage are made available to the country to increase its defense 
activities. 

Mr. Passman. We were told in Europe that we had an agreement 
that if they determined ieiaikite was not usable they could dispose 
of the salvage and the proceeds would go into their treasury. 

Mr. Saw. Into their treasury, but used to expand the defense 
activities of that country. 

Mr. Passman. But it does not come into the Treasury of the United 
States? 

Mr. Suaw. No. 

Mr. PassmAn. But to the treasury of the particular country ? 

Mr. Suaw. That is right. 

Mr. Forman. Mr. Chairman, the figure the admiral gave was our 
sales under section 103 of the act. 

The total released to the countries for disposal by the countries 
was $49,253,000. Only two countries were involved, Greece and 
Pakistan. There was $53,000 for Pakistan and $49,200,000 for Greece. 
This is acquisition value. The actual proceeds for Greece total 
$518,000. 

Mr. Passman. Which is about what percentage of the original 
acquisition value ? 

Mr. Forman. About 1 percent. For Pakistan the acquisition value 
of material released for disposition was $53,000. Apparently no 
money was realized, the equipment being cannibalized. 


LOCAL CURRENCY AVAILABLE 


Mr. Passman. How about the local currency for the area? 

Mr. Murpny. There are four countries in which local currencies are 
used in 1960: Greece, Tran, Pakistan, and Turkey. 

Mr. Passman. What is the total amount ? 

Mr. Murpriy. For fiscal year 1959, $79,795,000 equivalent: in fiseal 
vear 1960, $292,371,000 equivalent: and in fiseal 1961, $149,848,000 
equivalent. 

ae Passman. That would be added to the $3 billion-plus figure 

ive n us earlier, to vet the er: and total: would it not ? 
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Mr. Murpuy. This again raises the question of double counting. 

Mr. Passman. I know that is a long story, but in addition to the 
dollar credit they had that much loc al currency they plowed back in 
the program ? 

Mr. M Morpny. This was used for budget support in these countries. 

Mr. Passman. In addition to the President's request, could you tell 
us the overall amount? How much local currency can be used 2 

Mr. Mureuy. During fiscal 1961 local currencies generated under 
the mutual security program and the Public Law 480 program esti- 
mated to be obligated or committed are $1,344,011,000. 

Mr. Passman. That i¢ in additon to the dollars we make available ? 

Mr. Murpuy. This money would be available for obligations or 
commitments in fiscal 1961, 

Mr. PassMan. That is local currency? Is that in addition to the 
dollars we make available ? 

Mr. Murpny. I cannot answer it “Yes” or “No” if you say “in addi- 
tion,” because that means if you add the dollars, as you know, we 
would have to subtract from the dollars previously supplied because 
some of these foreign currencies came from those dollars. 

Mr. PassMAN. Sometimes it is not out of the mutual security ap- 
propriation at. all, but is from Public Law 480; and prior to this time, 
we have always asked the question and the answer has been in the 
aflirmative that the local currency is in addition to the dollar appro- 
priation to be used in the program. 

Mr. Murreuy. These local currencies will be available for obliga- 
tion and commitment in 1961. Over one-half of them, 8796 million, 
almost S800 million, of those are the proceeds of previous mutual 
security expenditures for either agricultural surpluses or for other 
commodities. 

Mr. Passman. Let us deal specifically with 1961. In addition to 
the dollar request of $2 billion for military assistance, what will | 
the amount of local currency, dollar equivalent, which will be us ied 
in the program ¢ 

Mir. Murruy. For all purposes / 

Mr. Passman. Military. 

Mr. Murpny. That figure I do not have. That would have to be 
added from the various country tables. 

Mr. Passman. I think it is correct that to get the grand total for the 
program vou would use the dollar ap propriation and add to that the 
local currency. Many times these local currencies are generated out 
of Public Law 480), and that is not even related to the mutual sec Unity 
progran.. Any way, in addition to the SZ billion, the Publie Law 480 
dollar equivalent is 8545519000 for 1961 4 

Mr. Murrpny. The great bulk of that is for economic development 
purposes, Mr. Chairman. 

Mr. Passmanx. What part of that will be for military ¢ 

Mr. Mcurrnuy. I could tell you by going through the books country 
by country. I donot havea worldwide figure. 

Mir. Passman. Please submit the data to the clerk of the committee 

Mr. Murry. All right. 

Mr. Passman. Can you tell us the amount of the unliquidated 
balance which will be credited to this area in fiseal 1960 / 
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Admiral Granruam. You asked for the unliquidated military 
amount ¢ 

Mr. Passman. Yes. 

Admiral Granruam. $3840,904,000. 

Mr. Passman. That is the unliquic: ated balance ? 

Admiral GRANTHAM. Yes, sir. 

(Diseussion off the record.) 

Mr. Passman. Are you having the same trouble there that they are 
having in some of the other mutual security programs In this part of 
the world, that you bring these people to the United States, you expose 
them to our environment and our standards, and a great many do not 
want to return to their countries; and when they do return some of 
them have nervous breakdowns or otherwise do not readjust. What 
has been your experience in that regard ¢ 

Admiral Granruam. The military experience has been different 
than the experience of the civilian effort in this line. The military 
people do return to their countries and are employed in military 
capacities, and we do not have this trouble to the degree other efforts 
have experienced it. 

Mr. Passman. Of course, they return to their country. The state- 
ment was made that many of them did not wish to return, but they do. 


(GREECE 


For Greece in fiscal year 1960 you had $48,313,000. For 1961 you 
are requesting -, an increase of . or over — percent. 
Is that correct / 

Admiral Granriiam. Yes. 

Mr. Passman. How much are you asking for the support of the 
Greek economy in this military buildup / 

Mr. Murpny. The figure for defense support is — 

Mr. Passman. And, in addition, Greece is supposed to receive over 

-million in excess stocks / 

Mr. Mcrrny. ——— at acquisition cost values. 

Mr. Passman. What has oe the total amount of U.S, military 
assistance, including excess stocks, since the inception of this program 
in Greece / 

Admiral Grantuam. $904,627,000, excluding excess stocks. 

Mr. Passman. If you add to that the unliquidated balance of $51,- 
081,000, that would give— 

Mr. Murrity. $955 708,000 ; again excluding excess stocks. 

Mr. PassMaAn. "That i is the dollar expenditure, is it not ? 

Admiral GRANTHAM. Yes, sir. 

Mr. Passman. How about excess stocks? What is the value of 
that ? 

Admiral Granruam. The value of excess stocks through fiscal 
1960 is $69,572,000 at acquisition cost, plus $8,685,000 in excess stock 
programed but not delivered. 

Mr. Passman. That brings it up to $1,033,965.000 in dollar aid. 


I would go into local currency, but that would bring on another 


hassle. As far as I am concerned it is inc redible, when so ms: iny of 
us thought this was going to level out, to find more than 100- pe reent 
increases In many of these countries. 
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TRAN 


In Iran for 1960 you had $48,519,000. You are requesting ———— 
for fiscal 1961, an increase of ———. 

Admiral GranTHAM. Yes, sir. 

Mr. Passman. You have about ———— in excess stocks also, do you 
not ? 

Admiral GrantHaM. Yes. 

Mr. PassmMaAn. Could this be called, by their standards, an oil rich 
country ¢ 

Admiral Granruam. It is an oil rich country, but it is not a rich 
country, sir. 

Mr. Passman. The budget sheets indicate Iran will have a budg- 
et surplus during the 1960. budget year. How does their fiscal situa- 
tion compare w ith that of the United States so far as budget balance ? 
They expect to close this fiscal year with a surplus, do they not? 

Admiral Granruam. Dollar equivalent of $13 million. 


Mr. Passman. You are programing ———— construction projects 
totaling ————. 


Admiral GRANTHAM. Yes. 

Mr. PassmMan. What type of projects are those ? 

Admiral GranrHam. Those are ———— projects for training areas 
and troop housing, barracks. I can tell you what the locations will be. 
Do you want that, sir? 

Mr. Passman. No, sir. Do you not have about a ——— million 
housing project in this? 

Admiral Grantuam. That is included. Mr, Chairman, it is prin- 
cipally for the purpose of redeploying the Iranian troops. 
(Discussion off the record.) 

Mr PassMAN. I have to say this rather humorously, having been in 
the Navy, that if you lived in California they would send you to New 
York to separate you, and if you lived in New York they would send 
you to California to separate you. Is there some justification for 
relocating these troops, or is it just a desire of these people? 

Admiral Grantuam. There is indeed a justification for it. Wesup- 
port these troops because 

Mr. Passman. I am talking about the housing. 

(Discussion off the record. ) 

Mr. Passman. You have ——— construction projects costing ———. 
Could you give us a breakdown ? 


Admiral Granruam. Yes; the projects are included in that fig- 
ure, a 





JORDAN 


Mr. Passman. For Jordan you are requesting ———— for 1961. 

What is the composition of this request for “Other material” 
_ Admiral Granrnam. The reason that is listed as “Other m: terial” 
is because we have not come to a final agreement with the Jordanians 
as to exactly what this program will consist of in complete detail. 
We know that this amount of money will be required to satisfy their 
requirements for the year. 

Mr. Passman. To satisfy their requirements, or to satisfy this 
committee without justific ation for it? We want to know what the 


“other material” is. We run into this type of presentation all along the 
Way. 


oo 


53909—60—pt. 27 
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( Discussion off the record. ) 

Admiral Granruam. We do not have this type equipment. in 
U.S. inventory. It is also a question of not varying the types of 
equipment they have. They have a hard enough time maintaining 
one type of equipment. They already have ———— cars and the 
logistic support expense is considerably reduced if the new materiel 
is of the same type as they already have. 

Mr. Passman. But it is true you are purchasing them from the 
United Kingdom, one reason being that the price there is lower? 

Admiral Gran'rnam. Really because the United States does not 
have this type item and because selecting ———— is less expensive in 
the long run than any other type would be. 

Mr. Passman. What does this armored car cost ? 

Admiral Granruam. I am sorry I do not have the exact figure 
but it’s about $60,000 each. 

PAKISTAN 


Mr. Passman. For Pakistan in 1960 you had ———. For 1961 
you are requesting ———. 


BASIS FOR INCREASED ESTIMATES FOR MAP 


Are these requests purposely inflated—not at your level, but at 
some other level—so that when this committee and the Congress cut 
them back you will still have the amount of funds you want for these 
operations ¢ 

You are familiar, I believe, with the Wall Street Journal article 
to the effect that someone in the State Department said they were 
asking for this increase so that when Congress cut it back they still 
would have adequate funds with which to “operate. When we notice 
these huge increases we wonder if it could be because you are expecting 
us to cut them back ? 

General Patmsr. No, sir. 

The program last year was, from the point of view of the Defense 
Department and the State Department, too small, and we asked this 
year for $2 billion. These fiscal 1960 programs are what was actually 
obtained with i Sl. 3 billion appropriation last year. A program 
that envisions a $2 billion appropriation is obviously going to be 
much larger baie board. I think that isthe explan: ition. 

Mr. Pass. AN. Mathematically, it adds up to this: Not only do you 
pick up the $300 million that the Congress cut you, but you add the 
$400 million that the Draper report recommended; and you come in 
this year and add to the $1.3 billion you had in last year’s S appronee 
tion the amount the committee and the Congress cut you, $300 million, 
and on top of that the $400 million the Draper report rec aa 
and youask for $2 billion. 

General Patmer. That was not the process by which we arrived at 
the $2 billion. 

Mr. Passman. $1.3 billion plus $300 million plus $400 million; 1s 
that $2 billion ? 

General Paumer. Yes, that is $2 billion. But we do not agree upon 
the reasoning. 

Mr. Passman. You say you did not increase the request expecting 
the Congress to cut it. back? 
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General Patmer. No, sir. 

Admiral Granruam. May Ladd something ? 

Mr. PassMaAn. Surely. 

Admiral Granrnam. Mr. Chairman, this Draper recommendation 
does not apply to this region. This region was not a beneficiary of 
his recommendation. 

Mr. Passman. In prior years this committee has been blamed with 
ruining the program; but some of the high-level witnesses have come 
before us and said it was a more efficient program by reason of our 
action in cutting the amount requested. We do not want you to make 
the request so high just in order to have the committee cut it down 
again and be commended for doing so. 

General Paumer. Mr. Chairman, I guarantee not to praise you for 
cutting it back. 

Mr. Passman. Off the record. 

(Statement off the record. ) 

General Patmer. I would like that on the record. 

Mr. Passman. All right; I will repeat it. 

I can see, General, that it will be very worthwhile working with 
you, because you say something and that isit. It will be nice working 
with you. 

General Parmer. Thank you, sir. 


PROGRAM FOR EXCESS STOCKS 


Mr. Passman. In addition to the amounts stated, in Pakistan you 
are programing ——— in excess stocks. 


CONSTRUCTION PROJECT 


Mr. Passman. And it would appear you have a construction project 
at a cost of ———. Can you tell us about that ? 

Admiral Grantuam. This is not a new construction project. This 
is simply to close out those we have had in the past. What I am trying 
to say is this does not constitute the initiation of a new project. This 
is the end of an old one. 

Mr. Passman. This is to bring to a conclusion an old one? 

Admiral GrantTHaM. Yes. 

Mr. Passman. Does that indicate you underestimated the cost origi- 
nally, or was it a continuing project’ 

Admiral Granruam. It was a continuing project, sir. 


IMPROPER UTILIZATION AND MAINTENANCE OF EQUIPMENT 


Mr. Passman. We have a GAO audit report which states that sub- 
stantial amounts of equipment delivered under the military assistance 
program in Pakistan are not being properly utilized or maintained. 

May I suggest, before you comment on this criticism, that ———— 
million of this estimate is for force maintenance. 

Now will you comment, sir? This is a report of January 13, if 
you do not have it. 

Admiral Granrnam. Mr. Chairman, I believe the substance of this 
report is based upon a survey made some time ago. This survey 
occurred in calendar year 1958, T believe. 
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Mr. Passman. I believe these reports always follow after these 
things happen, because the GAO cannot be waiting for the mistakes 
to happen and then audit immediately. As good as the GAO is, 
I will not credit them with being that good. 

Admiral GrantHam. Mr. Chairman, I would like to say that the 
GAO does a very good job. I would also like to say that what they 
do is of benefit to us and any deficiencies they point out we set about 
to correct at once. 

The deficiencies we are talking about now related to spare parts 
and things. It was pointed out by GAO that they did not in 
Pakistan have a proper accounting system, that they had spare parts 
they did not know what the inventory was or what the usage factor 
was. 

Since that time an Army team of experts has gone from CINCEUR 
and they have established proper accounting procedures, they have 
inventoried the spare parts, and have determined the usage factor. 
In other words, the situation has, since the time of this observation, 
been corrected. 

Mr. Passman. Maybe if this statement from the GAO report is 
read into the record it will help all of us. 

( Diseussion off the record.) 

Mr. Passman. Now, why is this classified ¢ 

Admiral Granruam. The GAO report, sir? 

Mr. Passman. No, this information involving ————, where we go 
out and finally accept Pakistan’s interpretation of this agreement? 

Admiral Granruam. Mr. Chairman, the aide memoire related 
to the forces which at that time had deficiencies, and we undertook 
at that time to support forces of this size and rectify deficiencies 
existing at that time. 

(Discussion off the record.) 

Mr. Passman. The cumulative seems to be ——— 

Admiral Grantruam. That is correct, sir. 

Mr. Passman. Then, why is it classified, the figures we have re- 
fered to, and this statement on page 9 of the GAO report? We are 
doing business with a figure ———— times that size. Why would this 
be classified ? 

Admiral Granruam. I believe that figure is classified because it 
relates to this aide memoire which, when agreed to, had the force of 
any other international agreement. 

Mr. Passman. We would never have known that we actually ac- 
cepted Pakistan’s interpretation of this, rather than our own, had it 
not been for this GAO report, would we? 

Admiral Grantnam. I do not wish to say GAO has been wrong 
about that, but I think it is open to question. 

Mr. Passman. Thank you, sir. We cannot all be right all the time, 
can we? 

Saupt ARABIA 


For Saudi Arabia you had — 
for ———- for 1961. 

Page 161 states that Saudi Arabia has extended to the U.S. Air 
Force the use of air facilities at Dhahran. How much has that ex- 
tension cost the United States? 





in fiscal 1960. You are asking 
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( Discussion off the record. ) 

Mr. Passman. Does that include the $25 million which a few years 
ago, when the Richards committee went out endeavoring to reach an 
agreement with these people about extending the contract, they got 
knocked off their feet when they found what they wanted ? 

(Discussion off the record.) 

Mr. Passman. And that would include the $25 million, or is it in ad- 
dition thereto? 

Admiral Grantuam. This includes all the obligations from the 
military side. 

Mr. Passman. From the time the contract expired for the addi- 
tional 5 years? 

Admiral GrantHam. Yes, sir. 

Mr. PassmaAn. That isa rather expensive remedy. 

Admiral Grantuam. Of that money ———— million was going to 
be funded as follows: 

(Diseussion off the record.) 

Mr. PassMan. Repayable in local currency ¢ 

Admiral Granruam. No,sir. In U.S. dollars. 

Mr. PassmMan. On a loan basis? 

Admiral GranrHam. Yes. 

Mr. Passman. The reporter cannot record the smiles, but I think 
you and I know what we are talking about. 

Admiral Granrnam. Yes. 


‘TURKEY 


Mr. PassmMan. In fiseal 1960 you had $100,094,000 for Turkey. I 
guess that I am reading these figures correctly. I see that you are 
asking for 

Admiral GrantHam. Yes. 

Mr. PassmMan. Up over ——— percent. 

In addition, Turkey is scheduled to receive ———— in excess stocks; 
is that correct ? 

Admiral GranrHam. That is correct, sir. 

(Discussion off the record. ) 





EQUIPMENT SUPPLIED IN EXCESS OF DEMAND 


Mr. Passman. The General Accounting Office audit, dated Jan- 
uary 29, 1960, stated that Turkey has received substantial amounts of 
equipment in excess of its needs, and due to a lack of trained person- 
nel to operate and maintain that equipment and because of the lack 
of adequate storage space there is deterioration. 

Admiral Granruam. I would like to answer that very briefly to 
say this situation has been completely correeted. 

(Discussion off the record.) 

Admiral GranrHam. ——— tables of organization and equipment, 
and the whole logistic system has been overhauled and rectified, and 
right now that situation does not exist. It has been corrected. 

Mr. Passman. I think we established earlier that there was one 
country in which, even after we had been notified that a certain deacti- 
vation process Was in progress, we continued going on, and wound up 
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with a surplus of $100 million. We welcome your statement that the 
situation in this country has been corrected. 


REGIONAL UNDISTRIBUTED 


Now, we shall consider “Regional undistributed.” You had $209,- 
000 in 1960. You are requesting $336,000 for the fiscal year 1961, an 
increase of 50 percent. Why is that increase necessary ? 

Admiral Granruam. I would like to ask Mr. Shaw to help me with 
that question. 

Mr. Suaw. These amounts are for various items that have not yet 
been assigned to the countries within the region. 

Mr. Taner. Have they been assigned to the area ? 

Mr. Suaw. They have been assigned to the area but they are not 
distributed to countries within the area, Mr. Taber. 

Admiral Granruam. Could I answer a question that you have 
raised? I would like to say these large increases which you point out 
in all these countries have been most carefully gone over and they 
represent a real need for military equipment and training. 

(Discussion off the record. ) 

Admiral GranrHam. ——~- I could go through all of these coun- 
tries the same way. Frankly, these are military necessities, and they 
arise because of the cutback we had to make in the program last year. 
We just bare ly ke spt alive those forces we had without any signifie ant 
improvement in them. If we do not produce more money than we 
had last year for the countries in this area we are going to begin to 
get into trouble militarily. —. Iam personally convinced there 
isno water in this thing. 

Mr. Passman. What are you going to do when your appetite ex- 
ceeds the food available? I am not talking about just this one pro- 
gram. I am prepared with better information than ever to docu- 
ment that this whole program is costing in excess of $10 billion annu- 
ally if you add the interest that we are paying on the amount of money 
that we have given. Had this been just the military that was upped 
we would have looked at this a lot closer, but every request is up and 

up and up. When you get into the breakdown of the U.N. items they 
are up. Technical aid is up. When you put them all together it has 
gone sky high in every category. And that is why the committee is 
confused. You are here endeavoring to justify the military. The 
other fellows come in and make just about the same type of case— 
that unless we take care of the economic, unless we take care of the 
technical aid, unless we start these new programs, things will just 
actually blow up. I am alarmed. We want you to know we appre- 
ciate the information you have given us, but I actually believe that 
testimony of 7 or 8 years ago was just as convincing. I want you to 
accept me seriously. I am afraid that possibly we might find our- 
selves in a position where we will not be able to live up to the under- 
takings for which we are committing ourselves. 

There was one little item that came up earlier, and it has been up be- 
fore in our hearings, about the buses. You bought them from Great 
Britain because they cost less. 

Mr. Taner. Off the record. 

( Diseussion off the record.) 
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Mr. Taner. How much does this whole figure come to for this par- 
ticular area ¢ 

Admiral Granruam. The whole thing that we are asking for 1961, 
Mr. Taber, is $457.928,000. 

Mr. Taser. What was it in 1960? 

Admiral Grantruam. It was $254,832,000. 

Mr. Taser. How much of that $254 million will be unobligated as 
of the first of the year? 

Mr. Suaw. None will be unobligated or unreserved at the end of 
this fiscal year, Mr. Taber. 

Mr. Taser. What does unreserved mean ¢ 

Mr. Suaw. Unreserved funds represent the appropriations which 
have not been used to support military assistance program orders. 

Mr. Taner. What are reserved funds? 

Mr. Suaw. That is the term used to represent funds which are put 
in escrow in the accounts of the military department at the time we 
issue them a military assistance order. Then the military department 
reimburses itself at the time it makes delivery of the item to the mili- 
tary assistance program. The funds which are kept by the implement- 
ing service are called reserved funds in accordance with your section 
of the appropriation law. 

Mr. Passman. And once placed in the reserve category it does not 
come out ¢ 

Mr. Suaw. Once placed in the reserve category it does not come 
out. 

Mr. Passman. Thank you, gentlemen. We shall recess until tomor- 
row morning at 10 o'clock. 


Tuurspay, May 19, 1960. 
MILITARY ASSISTANCE—FAR EAST 
WITNESSES 


DEPARTMENT OF DEFENSE 


GEN. WILLISTON B. PALMER, U.S. ARMY, DIRECTOR OF MILITARY 
ASSISTANCE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS 

REAR ADM. EDWARD J. O’DONNELL, U.S. NAVY, DIRECTOR, FAR 
EAST REGION, INTERNATIONAL SECURITY AFFAIRS 

CAPT. CHARLES WAYNE, ASSISTANT DIRECTOR FOR MILITARY 
ASSISTANT (PROGRAM AFFAIRS), FAR EAST REGION, INTER- 
NATIONAL SECURITY AFFAIRS 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 

DEPARTMENT OF STATE 


AVERY F. PETERSON, DEPUTY ASSISTANT SECRETARY, FAR 
EASTERN ECONOMIC AFFAIRS 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 

ROBERT C. YOST, AID PROGRAMS ADVISER 


Mr. Passman. The committee will come to order. 
We are to consider this morning the request for foreign aid, mili- 
tary assistance, for the Far East region. Our principal witness will 
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be Rear Adm. E. J. O’Donnell, U.S. Navy, Director, Far East region, 
We are pleased to have you with us, Admiral. Have you a state- 
ment you wish to make to the committee ? 
Admiral O’Donne wt. Yes, sir, I have. 
Mr. PassMman. We invite you to proceed at this time, sir. 


GENERAL STATEMENT 


Admiral O’Donnetit. Mr. Chairman and members of the commit- 
tee, the military assistance program has been described as a powerful 
weapons system which is cheaper than any other weapons system in 
terms of total military security provided. Along with this “military 
security there is the added advantage that in many places the military 
assistance program makes possible the stability and order in which 
proper social, economic, and political development can take place. 

In the Far East all of this is particularly true. The military 
assistance program has made possible strong national forces which 
act as significant strategic deterrents to limited war. The vy constitute 
a vital supplement to the mobile strategic forces of the United States; 
as such they could provide the time cushion which might be needed 
to contain aggression until those mobile U.S. forces could be brought 
to bear. These free world allies of ours, with nearly 2 million men 
under arms and with ——— ships and ——— aircraft, do indeed 
constitute a powerful weapons system for limited war and a strong 
deterrent to Communist aggression. They provide a significant ad- 
junct to U.S. security in the Pacific. 

The strength at which this weapons system should be maintained 
must be governed by the magnitude of the threat which it faces. 
When we measure that threat we learn that it is one of ever-increasing | 
power. Moreover, this ever-increasing power is coupled with a truc- 
ulence which is most sobering to the smaller countries of the Far 
East. The only effective counterpoise is vigor, strength, and a sense | 
of hope which can only be provided by strong U.S. leadership and | 
material help. 

When we contribute to the support of these free world forces, 
we not only help them to establish a measure of security, we also 
support a stout bulwark for our own security. We make possible | 
strong reaction to Communist probes without the direct involvement 
of the U.S. forces. The action in the Taiwan Strait was a classic 
example of this. 

T know that all of you are familiar with Admiral Felt’s concept of 
forward defense of the Pacific. His forward defense rests on two 
pillars: One is, of course, the strong mobile strategic forces of the 
United States; the other essential pillar is the forces of our friendly 
allies to which the military assistance program contributes vital sup- 
port. These two are complementary forces sited close to the potential 
enemy. They give us the means to react quickly and firmly that have, 
in our opinion, “already prevented a major war in the Taiwan Strait 
and have served as a powerful inhibitor in other situations. 

The military assistance program for the Far East which T am here 
to support totals $692,335,000 and is directed toward two goals: The 
first is to enable these countries to continue to maintain the strength 
of their existing forces. Approximately $470 million is required to 
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maintain these forces and prevent their deterioration. Second, the 
proposed program provides approximately $220 million to initiate 
vitally needed and long overdue modernization of these forces on a 
selective and austere basis. This modernization is absolutely essential 
in view of the ever-increasing military capability of the Communist 
forces in the Far East. Most of this modernization is concentrated 
in Taiwan and Korea. 

Admiral Felt, who as commander in chief, Pacific, bears the military 
responsibility in the Pacific area for the security of the United States, 
has stated that the military assistance funds provided in fiscal year 
1960 were quite inadequate to make significant qualitative improve- 
ment of forces in the Far East. He believes that four areas, air 
defense, coastal patrol, defense against invasion, and ability to main- 
tain internal security, must be improved to enable free Asian forces 
to cope with the growing Communist threat. Accordingly, after very 

careful review and screening by responsible commanders and officers, 

the proposed program includes the minimum amount which is required 
to initiate this qualitative improvement. On this chart are displayed 
the major items contained in the fiscal year 1961 program. 

I should like now to go through the area and tell you a few things 
about the military assistance program in the individual countries. 

First, I should like to talk about the divided countries that carry 
the heaviest burdens relatively in combating Communist expansion 
and aggression. These, of course, are Korea, Nationalist China, and 
Vietnam. There have been notable achievements in all of them. 
Most significantly, their military assistance supported forces have in 
the recent past. maintained such postures of strength as to discourage 
significant, overt military adventures on the part of the Communists. 
They have maintained that internal order which makes possible fur- 
ther gains in their difficult climb toward economic sufficiency. In 
specifics, perhaps most noteworthy have been : 


KOREA 


In Korea—a really slambang effort to improve their supply and 
logistics management ; 91 percent of the 741 items of deficiency noted 
last year have been « ‘ompletely corrected and another 7 percent partial- 
ly corrected; inventories of depot supplies and equipment have been 
completed with exceptional results. This last accomplishment has been 
the subject of a letter of congratulations from General Magruder, the 
commander in chief, to the then Minister of Defense of Korea, Mr. 
Kim. T am prepared to go into much detail on this matter. 


TAIWAN 


In Taiwan—GRC forces have continued to demonstrate the capa- 
bility which has made them one of the finest military organizations 
inthe Far East. For example, in August of 1959 the C hinese Nation- 
alist Army took over full operational responsibility for a NIKE- 
——— battalion after only 10 months of an anticipated 18 months 
tr: aining period. 
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VIETNAM 


In Vietnam—a divisional reorganization better suited for the coun- 
try and continued improvement in combat capability through intensive 
training has been completed. Our efforts in Vietnam are of particu- 
lar importance in view of the increasing intensity of internal dissidence 
fostered by the Viet Cong: the Government of Vietnam is reacting 
vigorously to this situation. Military assistance supported forces will 
play a key role in keeping this country in the free world. 

Now, I should like to talk about our allies in SEATO—the Philip- 
pines and Thailand. Pakistan, of course, is also a SEATO ally, but 
Admiral Grantham of the Near East region covers Pakistan. 


PHILIPPINES 


The Filipinos are stanch allies. They have rather small, hard- 
hitting forces whose tr: wining and profession: al orientation facilitates 
their ability to operate with U.S. forces. There has been recently in 
the press evidence of surface tension between our people and the 
Filipinos, but all informed judgments in the Department of Defense 
hold that, just as in the case of the Filipino people in toto, the Filipino 
Armed Forces are overwhelmingly friendly and take pride in the 
significant mutual professional esteem which is shared by the F ilipino 
military and by our own military. The program that we ask for in 
fiscal year 1961 will give the Filipinos some force improvement which 
we feel is long ove rdue. 


THAILAND 


Thailand is another stanch ally; located under the gun of a trucu- 
lent Communist China, Thailand has steadfastly helped i in free world 
endeavors in southeast Asia. There is an ever-growing respect on the 
part of our military advisers for the solid professional development 
of the Thai forces. 

Off the record. 

(Discussion off the record. ) 

Admiral O'Donneit. An experienced infantry officer on my staff 
went out into the back country of Thailand about 4 months ago and 
observed training efforts of the Thai Army. He reported to me that 
the Thai Army units that he saw in actual operational training situa- 
tions would have done credit to any army. Noteworthy too is the fact 
that Thailand maintains a company among the United Nations forces 
in Korea. Here again the fiscal year 1961 program will provide a 
modest measure of force improvement that we feel is vitally needed. 


JAPAN 


Japan is, of course, unique in the area. We are frequently asked 
why we continue military assistance to Ji apan with its burgeoning 
economy and its great industrial supporting base. I think a . little 
background is necessary for balanced understanding of this matter. 
You will recall that Japan’s defeat in World War II left a strong 
pacifist sentiment in that country. 

Off the record. 
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( Discussion off the record.) 

Admiral O’DonnELL. We propose to continue military assistance, 
essentially on a cost-sharing basis under which our assistance is related 
to Japanese actions to increase their contribution to the defense build- 
up. This device had its first results in fiscal year 1960 where a U.S. 
program of approximately $50 million was matched by Japanese 
procurement of approximately — million of U.S. equipment for 
its forces as well as substantial expenditures in yen for items pre- 
viously supplied by the United States. A U.S. expenditure of ——— 
million dollars over 3 years will call forth a Japanese contribution of 
about ———— million in both yen and dollars for the production of 
the F-104.J. 

I might say parenthetically, much of this money will be spent. in 
the United States. A similar U.S. contribution of about ——— mil- 
lion dollars will be matched by Japanese construction of the vessels 
on which this equipment will be installed. 

Off the record. 

(Discussion off the record.) 

Admiral O’Donnetu. Before leaving Japan I should like to note 
that since 1952 and through March 31, 1960 Japan has made outright 

cash yen payments in support of the presence and operations of U. S. 
forces in the amount of 287 billion yen, which is equivalent of $797.2 
million. In addition to this Japan has paid the yen equivalent. of 
$190.6 million to defray the cost of providing facilities required by 
U.S. forces in Japan. Against this total of almost a billion dollars 
the United States has provided military aid totaling $796 million 
through fiscal year 1960. 





LAOS 


Laos has been much in the news during the last year. We had a 
very strong attempt on the part of the Communists to take over the 
two northeastern provinces, Sam Neua and Phong Saly, last summer. 
Although the United Nations subcommittee was unable to uncover 
evidence of overt North Vietnamese participation in this probe, we 
are sure and it is generally conceded that this attempt was inspired 
by the Communist regime in North Vietnam. Training of the par- 
ticipants took place in North Vietnam, and logistics support was 
derived from North Vietnam. -~——— the Lao Army ———— did 
react strongly, using material furnished by our military assistance 
program and was able to maintain the integrity of these two prov- 
inces. American technicians, working with the French, have made 
significant progress in the training of the army. They are teaching 
the army how to use its weapons as well as to improve its skills in 
many other directions. I should emphasize that this Lao Army is 
also an instrument of civic action. Small groups are sent out into 
the country to help pro-Government village leaders to help the people 
who have little concept of a nation: ul government to understand that 
this Government is one which is trying to improve their lot. 


CAMBODIA 


In Cambodia we have a special situation. We furnish military 
assistance here under a bilateral agreement of 1955 


Off the record. 
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(Discussion off the record.) 

Admiral O’Donneti. Significant too is the fact that Cambodia 
accepts no military aid from the bloc while maint: aining an avowedly 
uncommitted political policy. The past year has seen marked im- 
provement in the relations between United States personnel and Cam- 
bodian personnel. The leader of the Cambodian Armed Forces, who 
is also Secretary of Defense, General Lon Nol, is coming to this 
country in the near future. Recently, there has been evidence of co- 
operation between Cambodia and South Vietnam in combating dis- 
sident activities along the Cambodian border. This is a significant 
fact and must be marked as a dividend of our program in Cambodia. 

Off the record. 


(Discussion off the record.) 


NEW ZEALAND 


Admiral O’Donnetx. For New Zealand we have made a provision 
for credit sales. New Zealand is active ‘ly considering modernization 
of her antisubmarine aircraft by purchases from the United States. 
These funds will be recovered by the United States. 

The regional vehicle program is designed to remedy a critical 
shortage of serviceable combat vehicles in the area, particularly in 
Korea where the dangerously low transportation capabilities have 
been pointed out forcibly by the responsible commanders. 

To sum up, I should like to say that this large sum of money, about 
$692 million, is a prudent investment in free world security. The 
program that I support here today is one that has been considered at 
every level in greater detail than any prior program. In the last 
several months many moves were made to decentralize the respon- 
sibility for the programing process. The program that we bring here 
today is one which has had the personal detailed attention of the 
commander in chief, Pacific. It is one to which he gives his unquali- 
fied support. Likewise, I would cite the statement of General 
Twining which describes the vital need of this program. In closing 
IT want to thank the committee for the courtesy of permitting me to 
appear before it to urge its support for this military assistance pro- 
gram for the Far East region, which is of great importance to the 
security of the United States. 

Mr. Passman. Thank you very much, Admiral. 

It has been said that if the Bureau of the Budget should approve 
all of the money requested by the Defense Department and all the 
other agencies, it would be necessary in some instances to increase the 
appropriation by as much as $28 billion. It is your position, of 
course, to program close to the maximum requirements. It is the 
responsibility of this committee to consider all of your recommenda- 
tions, and then also to consider where the money is to come from, and 
to provide adequate but not unnecessary funds for the requirements. 

Because of the time element we are not able to go as far into all of 
these items as we would like to do. Particularly, we are concerned 
over statements by leaders in several of the countries concerning 
which you just testified, including the Philippines. 
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STATEMENTS BY CHIEF OF PHILIPPINE ARMY CHIEF 
I quote here a February 16 news report: 


The Philippines Army Chief would like to send American Army, Navy, and 
Air Force advisers home on the next boat—and charge their transportation to 
Uncle Sam. 

To Lt. Gen. Manuel Cabal, the Philippine equivalent of our Chairman of the 
Joint Chiefs of Staff, these advisers are “blood suckers” who accomplish 
nothing. 

He says the 62 officers and enlisted men here live too high on the hog, and look 
to the Philippine Republic to pick up the tab. They have failed to deliver a 
single missile or a single tank, and their “advice” consists of little the lowest 
Philippine private doesn’t already know. 


That was datelined Manila, and written by Jim G. Lucas of the 
Scripps-Howard newspapers. 
I continue quoting : 


Of the $350,000 appropriated each year, more than half goes to defray two- 
Way transportation of U.S. personnel and their families and additional living 
costs due to different standards. He says $150,000 goes for personal services— 
waiters, busboys, chauffers, and servants, and for the rental of 58 houses occu- 
pied by Americans. 


Admiral O’Donnett. May I respond to that, Mr. Chairman? I 
have here a letter written by General Cabal. He says: 


DreaR ADMIRAL Fe_t: I am sure you are now aware of the publication in 
Manila newspapers of a United Press International dispatch from Washington 
carrying a story written by Mr. Jim G. Lucas of the Scripps-Howard chain, in 
which the writer attributed to me and your JUSMAG Chief here, Maj. Gen. 
William Nutter, certain false and gratuitous statements which I subsequently 
denied in a widely publicized press statement. 

I am taking the liberty of furnishing you a copy each of my press statements 
on Lucas’ story, my letters to the President, identical versions of which I sent 
others in our high Government officialdom, my letter to General Nutter, Bill’s 
letter to me, and another written me by Rear Adm, Joseph M. Carson, all indi- 
cating the unfortunate and inaccurate nature of the dispatch. 

As I proceed to furnish you with these documents, I would like to assure you 
of my continued high esteem and of my avowed sentiments in favor of enduring 
harmonious Philippines-United States relations. 

I shall appreciate it very highly if you can cause these documents and my 
views in this regard to be forwarded to the Joint Chiefs of Staff for their 
information and in the interest of truth. 

Warmest personal regards. 


Here I have General Cabal’s letter to his president, to Mr. Garcia. 


DreAR Mk. PRESIDENT: I have the honor to submit for your information a copy 
of my press statement released this date to clarify the stories published in 
both the Evening News and the Daily Mirror today in which alleged statements 
on the military assistance program are attributed to me by Jim Lucas, a writer 
of the Scripps-Howard chain. While it is true that I was interviewed by Mr. 
Lucas in the afternoon of February 1, 1960, I feel that he has grossly distorted 
the statements I made during that interview and has written an entirely 
misleading report thereon. 

In my talk with Mr. Lucas, at which some of my staff officers and Mr. Angelo 
Castro of the Malacanang press office were present, I elaborated on the official 
position of this headquarters on the military assistance program, including 
proposals I have officially recommended to higher authority for adoption to 
assure Maximum benefits to the Philippine Government at minimum cost. Not 
once during the interview did I deviate from such official position nor engage 
in personal malicious diatribes against any of the JUSMAG-Philippine per- 
sonnel, as falsely reported by Mr. Lucas. 

It is hoped that the attached press statement, which is self-explanatory, will 
Serve to straighten out the exaggerated story of Mr. Lucas, and bring back the 
discussion of the military assistance— 


and soon. 
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Mr. Passman. I hope he is not talking two ways on two different 
days. 
May I quote from another published newsstory : 


GARCIA SEES PHILIPPINE MARKET SLIPPING AWAY FROM THE UNITED STATES 


Philippine President Carlos P. Garcia says Uncle Sam is pricing himself out 
of the world market. He notes that West Germany has been able to offer the 
Philippines goods and machinery 30 percent cheaper than American firms, and 
the quality of German goods in many cases is higher than ours, President Garcia 
adds. 

Have you any information on that / 

Admiral O'Donneuy. No, sir. That is wholly beyond my 
competence. 
BASIS FOR PHILIPPINE PROGRAM 


Mr. PassMAN. Now we find that the Philippine military aid is con- 
sidered political, at least in part, is it not 

Admiral O°DoNNELL. No, sir. We have great interest in the mili- 
tary strength of the Philippines. We have vital bases used by the 
United States there—Subic Bay, Clark Field, Sangley Point. It is 
in our vital interest to have the Philippines as strong as possible. 

Mr. Passman. I think you have the Philippines right along with 
the rest of them on page 11. Would that indicate that the aid is 
political to some extent 4 

Admiral O’Donnett. No, sir. 

Mr. PassmMan. It says ———. 

Admiral O°’Donneu. In the case of the Philippines, Mr. Chair- 
man, there is consideration in the maintenance of our own base rights 
there, but in actual fact the program which we bring here today is 
one which can be justified wholly on military grounds. 

Mr. Passman. Of course, you listed it, and it goes on to say ———. 
You throw them in that category. We have previous testimony on 
that basis. You might wish to havea look at it. 

Admiral O’Donnett. I would stick to my statement, Mr. Chair- 
man, that this program for the Philippines that we present here is 
one which has been justified by the commander in chief on military 
grounds solely. 

Mr. PAassMAN. Will you please have a look at earlier testimony 
throwing it in the category of other nations where it was considered 
political ¢ That is all we are asking you to do, sir, so when we 
evaluate this and mark it up, we will have some understanding. 


STATEMENT BY PRESIDENT OF INDONESIA 


This is from a newspaper article: 

Indonesia’s President Sukarno addressed a hysterical national peace confer- 
ence in Jakarta a week ago and told a cheering multitude, “I was awarded the 
highest Soviet medal of the Order of Lenin; thus I am a Communist of the 
highest rank.” 

Did you happen to read that ? 

Admiral O’DonNELL. Yes, sir. 
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Mr. Passman. How do we reconcile that statement with your state- 
ment here, sir? I am not questioning your testimony, but we cannot 
go into all of them. If he made that statement, how could we accept 
him at face value ¢ 

Admiral O’Donne.u. Off the record. 

( Discussion off the record. ) 

Mr. Passman. But what about the President ? 

Off the record. 

( Discussion off the record. ) 

Mr. Passman. Does the President have any influence, or anything 
to do with running the Government out there ? 

Admiral O’DonneELL. Yes, sir. 

Mr. Passman. It looks as if someone ought to have a talk with 
him, because when Americans who put ” the money, and who ree- 
ognize that we are borrowing a lot of it, read that this man is boast- 
ing about being a Communist of the first Sides, it is not very palatable. 

Off the record. 

( Discussion off the record. ) 

Mr. Passman. Indonesia still has the same President. 

Admiral O’DonneE.LL. That is correct. 

Mr. Passman. Thank you. 

Mr. Contr. Is Sartono still the president of the Parliament? 

Admiral O’DonneLi. The former Parliament has been suspended 
in the interim here. They are creating a new Parliament which is 
rather on the syndicate system which occurred in Italy. This is 
Sukarno 

Mr. Cone. Iam not talking about Sukarno. 

Admiral O’DonneELL. Sartono. 

Mr. Conve. The speaker of the Parliament in Indonesia, the same 
as Mr. Rayburn is Speaker of the House here. 

Admiral O°DonNnELL. No. He has stepped down during this in- 
terim. ‘There has been a sus pe nsion there. 

Ott the record. 

( Discussion off the record. ) 

Mr. Passman. We are just trying to understand. If we accepted 
this as you present it, without question, then there would be no need 
for this committee. 

(Juestions on the general statement, Mr. Taber / 


FORMULATION OF ESTIMATE 


Mr. Taner. How were these estimates made up / 

Admiral O° Donne. The estimates were first submitted by the 
country to MAAG, made up by the military assistance groups in the 
country. Then they were considered by the country team, the team 
of the Ambassador, the head of the economic mission, and the chief of 
the ane ary assistance group. They were then begs on to the com- 
mander in chief, Pacific. At this point there really is a difference 
this aisle in our area from previous years, because this year the com- 
mander in chief had much greater authority to work on the program 
than any previous year. There they were subject to a very searching 
refinement and seare ‘hing review. From there they went to the Joint 
Chiefs of Staff where still another review of the program was held. 
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Then they came to the Office of the Secretary of Defense, where again 
they were reviewed. This is a program which has gone through re- 
finements and re-refinements and been worked out cooperatively with 
all the people involved. 

Mr. Passman. Has that been true in the past, for all the years you 
have been in this program ¢ 

Admiral O’Donnewu. In the last year, Mr. Chairman, there have 
been some differences in method which have decentralized the power 
of program toa very marked degree. 

Mr. Passman. You would not want to leave the record indic ‘ating 
that in prior years it was handled carelessly ¢ 

Admiral O’Donnewt. No, sir. It was a different method, but be- 
fore there was rather more central control. This year, particularly 
in my area, it was more decentralized. 
Mr. Passman. You have always presented it the best you knew how? 
Admiral O’DonneExL. That is correct, sir. 
Mr. ‘Taser. How does this request as spelled out compare with the 
‘iginal submissions by the beneficiary countries 4 
Admiral O’DonNeELL. Of course, there have been a great many cuts, 
Mr. Taber. The general guides that went out this year kept the 
thing within bounds. I would say that the cut was on the order of 
from about $800 million to $692 million. 

Mr. Taser. Were there any increases ! 

Admiral O’DonnELL. Country increases, no, sir, that is, from the 
original submission to the program we are presenting today. I know 
of none, sir. 


Oo 


INDONESIA 


Mr. Taser. Is Sukarno in control in Indonesia ¢ 

Admiral O’DonNELL. Sir, this is a question basically out of my 
competence. ‘This is a political question. We follow this with great 
interest, and I would say he has the kind of control that comes from 
his great personality. He has a very warm personality. ———. I 
think he is a political force to be reckoned with. 

Mr. Taper. Have you talked to him yourself ? 

Admiral O’Donnetu. No, sir. I have talked to Mr. Subandrio, 
General Nasution, and Mr. Djuanda. We have their naval chief in 
town right now. 

Mr. Taser. Have you been there? 

Admiral O’DonNELL. Yes, sir. 

Mr. Taser. Their naval chief is in town ? 

Admiral O’DonneELu. Yes, sir, he is here today. He isa very young 
rear admiral who was educated at our postgraduate school at Mon- 
terey. 

Off the record. 

(Discussion off the record.) 

Mr. Taser. How much personnel does he have ? 

Admiral O’Donnett. He has in the navy ———,, sir. 

Mr. Taser. What is the name of the general who is in charge over 
there ? 

Admiral O’Donnetu. The Secretary of Defense and head of all the 
armed forces, Nasution ———. 
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again Mr. Taser. Have you talked to him? 
zh re- Admiral O’DonNELL. Yes, sir. 
’ with Mr. Taper. Personally ! 
Admiral O’DonneELL. Yes, sir. 
Ss you Otf the record. 
( Discussion off the record. ) 
have Mr. Taper. Yes, but where did they get these planes? 
ower Admiral O’DonNELL. Some of them, the fighter aircraft particu- 


larly, are from the bloc. They are either from Russia or the Poles. 


ating They were obtained in 1957 ———. They went to the bloc and got 
some aircraft and some ships. 
it _be- Mr. Taser. Does he have bombers ? 
ularly Admiral O’DonneELL. Yes, sir; light bombers. He has ——— light 
bombers. 
how! Mr. Taser. They came from behind the Iron Curtain ? 
Admiral O’DonNELL. Yes, sir. I believe they are of the ———— 
th the variety. They came from behind the Iron Curtain. 
Off the record. 
‘ cuts, (Discussion off the record. ) 
rt the Mr. Taser. That is all. 
ler of | Mr. Passman. Is the President of Indonesia elected by the people, 


or the Parliament / 
Mr. Prrerson. He is elected by the Parliament. He is not elected 
n the popularly. 
know Mr. Passman. Does he have anything to do with the appointment 
of the heads of the Army, the Air Force, and the N ‘avy ¢ 
Mr. Pererson. He does. 
Mr. PassMan. He makes the appointments / 
Mr. Pererson. He does. 


f my Mr. Taner. Why does he put in the heads of the Army and the 
great Navy and the Air Force? 

from Mr. Prererson. Well, again Mr. Chairman, to be consistent with 
<i / Admiral O’Donnell’s statement off the record, I would like to speak 


to that off the record. 
dri ( Discussion off the record.) 
wr Mr. Passman. If I may repeat for the record, the President ap- 


lef in | points the heads of the Air Force, the Army, and the Navy. 


Mr. Pererson. He does. 
Mr. Passman. What party in Indonesia has the most votes, and 


how many political parties do they have there ? 
Mr. Prererson. The PKI has the greatest number of members. 


53909—60—pt. 2——-76 


oung Mr. Passman. What party isthe PKI? 
Mon- Mr. Pererson. The Communist Party of Indonesia. 
Mr. Passman. Thank you very much. 
Mr. Andrews, do you have any questions? 
CORRECTION OF SUPPLY AND LOGISTICS DEFICIENCIES IN KOREA 
. over Mr. Anprews. Admiral, are you familiar with the Comptroller 
General’s report of Febr wary 26, 1960, with reference to Korea? 
ll the Admiral O’Donnetu. Yes. 
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Mr. Anprews. I would like to read one paragraph and have you 
comment on it: 

A committee established by the commanding general, U.S. Forces in Korea, 
to conduct a detailed study of the findings and weaknesses disclosed by our 
initial review substantiated our findings, and pointed out that the deplorable 
state of logistics which appears to exist in Korean forces could not be corrected 
through short-range, or sporadic efforts on the part of the U.S. military advisers, 
or without complete cooperation with the Korean Government. 

That was dated February 26, 1960. 

Admiral O’Donne.. For the record, sir, that report was made on 
in inspection that was made in October of 1958, with a brief review 
in March of 1959. 

In the interim, General Magruder, who is the commander in chief 
there, as I indicated, has made an all-out effort. He has diverted 
people from operational duties to get in this supply and _ logistics 
thing. As I indicated also, almost 800 deficiencies that we had on 
our hands here last year have been reduced. Ninety-one percent of 
them are totally amended and in good shape. Another 7 percent 
partially and the whole thing has received the very best of attention. 

I might point out they ran a series of depot inventories, and the 
reconciliation between what should be there and what the inventory 
showed was over 95 percent in the case of the Army and Navy, and 
somewhat less for the Air Force. Anybody in the logistic business 
would recognize this is good in any man’s army. 

Mr. Anprews. Do you feel as though conditions have improved 4 

Admiral O"DonneLi. Yes. I was there in October. We went to the 
ordnance depot at Pusan, which has been making hay on these reports 
for 4 or 5 years, and they had a brigadier general in charge. General 
Magruder had a senior logistics colonel in the Army down there help- 
ing out, and the riot act had been read to them and they were doing 
something about it. 

Mr. Anprews. Were any of those people prosecuted ? 

Admiral O’Donnetit. Yes. Many were prosecuted, and also last 
year 1,000 officers were cashiered from the Korean Army because they 
were unwilling, or unable to carry out the duties that were given them 
with respect to this logistics business. 

Mr. Anxprews. What effect do you think the new government in 
Korea will have on this program / 

Admiral O’Donnetx. I do not think it will have any effect. Here 
again, I would like to defer to my political friend. 

Mr. Prererson. I would agree with that, Congressman Andrews, al- 
though a transformation of the Korean Government is still in process 
and the end result has vet to be seen. 

Mr. Anprews. You look for an improvement though in conditions 
over there as far as the handling of our aid program is concerned 7 

Mr. Pererson. I do indeed. The forthright statements of Acting 
President Huh with respect to what his government is going to do 
in the case of economic aid should be noted. The vy are going to open 
competitive bidding to all parts of the world. I do not need to delay 
the committee by going into the statements that you have seen in the 
oa They show there is a bold program of action projected in 
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KOREAN ARMY 


Mr. Anprews. Your chart shows ———— in the Korean Army. Are 
they in organized groups in the regular army 4 

(dmiral O’DonneL. Yes. Thisisa first- grade army. 

Mr. Anprews. Do we not have some Koreans in our divisions over 
there ¢ 

Admiral O’DoNNELL. Yes. 

Mr. Anprews. Does that include the Koreans who are serving in 
our two divisions over there / 

Admiral O’DonneELL. Yes. 

Mr. ANprEws. What is the condition of their equipment and train- 
ingand so forth? Give usa little description of the Korean Army. 

Admiral O’Donnetyt. The training is at the very highest peak. 
These troops are directly under the “milit: ary command ‘of General 
Magruder, the U.N. commander there. Their performance on opera- 
tional readiness exercises has been as good, or better than what we 
encounter in our own forces. The troops are in splendid physical 
condition. They are self-suflicient in many ways. They help them- 
selves in many ways. When I was there the infantry battalions were 
building their own barracks and things like that. 

This is considered by all of our soldiers to be a really first-rate 
operational army. They have had this weakness in logistics which has 
persisted, but. which in the last year has been greatly improved. 

I would like to point out too that during this recent difficulty in 
Korea the status of the army, the armed forces generally, has been 
splendid throughout. When the riots were going on the people gen- 
erally recognized the army had never been an instrument of repression. 
They were looked on with favor by the people, and the army has main- 
tained the esteem and respect of the people throughout this whole 
business. 

U.S. CONTRIBUTIONS TO KOREAN ARMY 


Mr. Anprews. What contribution do we make to the support of that 
army 4 


Admiral O’Donneti. The ICA is asking for — for defense sup- 

port. Weare asking for about ———— for equipment. 
Mr. Anprews. All of the - -in this program is for equipment 
Admiral O’Donnett. No, sir. I can give you the proportion here. 
lean give it to you exactly. — would be force maintenance; 
for force improvement; and for training and adminis- 


trative expenses connected in getting the stuff over there—packing, 
erat ing, and so on. 
Mr. Anprews. Is any part of this for the pay of the soldiers? 
Admiral O’DonneELL. No, sir, this is all training and materiel. The 
pay of the soldiers comes out of the Korean budget. 


EQUIPMENT 


Now with regard to the status of the equipment, the equipment in 
Many cases is old. A weakness so far as equipment is concerned 
is in transportation, in motor vehicles. This has been brought to our 
attention forcibly by General Magruder. The regional vehicle pro- 
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gram where we are buying these very simple trucks from Japan jis | econo 


aimed toward alleviating a weakness. tile es 
(Discussion off the record. ) smolc 
Mr. Anprews. Is the equipment of the Korean soldiers inferior to | = (D 
the equipment of our two divisions over there ¢ Mr 


Admiral O’DonnELL. Not essentially; no, sir. There wasa piecein}| Mr 
a magazine artic le about the M—14 rifles. No one has the M-14 rifle, } not v 





They are just coming out of design. karta 
Mr. Anprews. What rifles do the Koreans have? fined 
Admiral O’DonneL. The M-1 rifle. issue 
Mr. Anprews. What about the artillery pieces? Do they have the | muni 

same type that our soldiers have ¢ Mi 
Admiral O’DonNELL. Yes. some 
Mr. Anprews. Do you have any of the ———? Mi 

Admiral O’Donnewu. No, sir, they have none. and 


( Discussion off the record.) 
Mr. Passman. Mr. Rhodes? 
Mr. Ruopes. | have just one or two questions. 


M 
ACTIVITY AGAINST CHINESE IN INDONESIA  aret 
Admiral O’Donnell, there has been some activity against the Chi- M 
nese in Indonesia recently ? A 
Admiral O’DonNELL. Yes. 
Mr. Ruopes. Which one of the factions was responsible for this? 
Off the record. 
(Discussion off the record. ) M 
Mr. Pererson. Yes. The Government of Indonesia does not recog- | Con! 
nize the Republic of China, but does recognize the mainland Chinese | (es! 
Communist Government. | A 
Mr. Ruopes. Is this true of any other country in the area as far | ( 
as the oversea Chinese are concerned? In any other comity are aa 
these Chinese, in a body, oriented toward Peiping rather than Taiwan? | fal 
Mr. Pererson. Well, let me: say the touchstone on that I think would | "0 
be whether the gov ernments of the countries concerned recognize the wh 
Chinese mainland regime, and that is true in the case of C ‘'ambodia. | stu 


Many times the overseas Chinese communities are in two groups that | ae 
have diverse attitudes. mil 

Mr. Ruopes. For awhile the information that I seemed to get. from 
the papers was that the overseas Chinese were a fairly effective third | the 
force in some of these countries in that they remain loyal to the Na- 
tionalist Government. Any weakening of the Nationalist Government, 
I have heard, would probably cause their loyalty to waiver and there- 
fore cause us to lose support from a rather significant economic and ; 
ethnic group of people in the Far East. it 

Mr. Pererson. There are about 12 million or 13 million overseas |" 
Chinese in this general area. Generally, they adopt a fairly neutral 
attitude on the question of their loyalty to the GRC, or to m: ainland 
China. A good deal depends upon, as I say, the question of recogni- 
tion and if they feel they are being treated badly by the country in 
which they are resident. 

Mr. Contre. In regard to this problem in Indonesia, when I was 
there we were told there were about 2 million Chinese who control the 
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economy in Indonesia; as you mentioned, they control all the mercan- 
tile establishments. There was this conflict that was building up and 
smoldering in Indonesia. 

(Discussion off the record. ) 

Mr. Conte. Is that true? 

Mr. Pererson. That is true. There is an atmosphere of acrimony, 
not without truculence in communications between Peiping and Ja- 
karta. In some cases, Chinese consular representatives have been con- 
fined in their travels ‘and there have been critical statements offici: ally 
issued by Indonesian Chinese regarding the conduct of Chinese Com- 
munists. 

Mr. Contr. Did not Sukarno go so far as to evict from the country 
some Chinese consuls from the mainland ¢ 

Mr. Pererson. There was one. One was declared persona non grata 
and evicted from the country. 


AIRCRAFT 


Mr. Ruopes. On your chart here, as far as aircraft are concerned, 
are the ———— advanced all-weather jet fighters, the ———? 
Admiral O’DonneELL. Yes. 

Mr. Ruopes. Procured through the Japanese program ? 
Admiral O’Donneti. No, sir, through the United States. 


JAPAN 


Mr. Ruoprs. In Japan what is our situation? Are the Japanese 
continuing to build up their military, or have they about reached the 
desired strength ¢ 

Admiral O’Donnetu. Off the record. 

(Discussion off the record. ) 

Admiral O’Donnetu. I visited some of their establishments in the 
fall and they are doing extremely well with what they have, and the 
most impressive thing that I saw when I visited their milit: ary academy, 
which serves all three services, was that more than 90 percent of the 
students at the military academy came from the top 10 percent of their 
secondary schools, so they have a great force coming along to serve the 
military there. 

Mr. Ruopes. I note their military expenditures are 1.5 percent of 
their gross national product which is very low. 

Admiral O’Donnetu. Yes. 

Mr. Ruopes. Is this caused by a reluctance on the part of the peo- 
ple to finance a larger establishment, or what might be the cause? 

_Admiral O° Donnewt. I think the answer here is principally a po- 
litical answer. Their constitution forbids the use of war as an 
Instrument. 

Off the record. 

( Discussion off the record.) 

Admie al O’Donnetu. These are things that we are trying to work 
against, and you will notice that our program is pretty high class. 
We are giving them some — for their destroyers and some ———— 
for air defense. It is to stimulate - —. In my visit last fall I went 
aboard one of the destroyers that they were building and there was 
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a piece of fire-control equipment that I recognized. 
them along. 


We are bringing 


Mr. Ruoprs. But what we are giving them is high class? 
Admiral O’Donneti. Yes. There are no soft goods, no economic 


support. 


Mr. Ruopes. What about Taiwan Straits? I think I read in the 
paper this morning that the Nationalists claim the Communists are 
building up with ships and troops opposite the island of Taiwan again, 


Do you have any information on that ? 
Admiral O°'DonNeLL. Off the record. 
( Discussion off the record.) 


COMPARATIVE EVALUATION OF CHINESE NATIONALIST 


ARMIES 


AND COMMUNIST 


Mr. Ruopes. How do you evaluate the Chinese Nationalist Army, 


unit for unit, compared with the Chinese Communist 
Admiral O'DonNeLL. Off the record. 
( Discussion off the record. ) 


Army ¢ 


Admiral O'Doxnett. We know that the Chinese Communist troops 
in Korea were good troops. We know the Chinese Nationalist troops, 
our own Army experts tell us, are good. We knew in the air on the 
Taiwan Straits Chinese Nationalist air ~ using a little less thar 


equivalent gear had a kill ratio of 8 to 1,32 killed against 4 losses. 
Mr. Taser. I am looking at the —— table: in the book and I notice 


that the gross national product does not seem to be increasing any and 


that the per capita consumption is dropping off. 
ports of agricultural products are holding up but 


I notice their ex- 
their exports are 


dropping off pretty bad. Does that mean that we are dealing with 


a defunct country ? 
Off the ree ord. 
( Discussion off the record. ) 


Mr. Murrny. I think that I can help on this, Mr. 


Taber. The de- 


teriorating economic situation in isa reflection basically of two 
things: One, the widespread dislocations that were caused by the re- 
moval of the — who were a mainspring of the economic life in 


——:; and, secondly, by the instability th: at exists in the country, the 
dissident elements that are active and the minor rebellions that are 0c- 
curring so that production and other economic indexes are lower than 


normal. 


The measures against the Chinese, a mainspring of the economic life 
of the country, is another indication of the decline in the economic pic- 


ture that you note on that divider page. 
Mr. Taper. Off the record. 
( Discussion off the record.) 


Mr. Taser. Their annual production does not seem to be any thing 
like what the other countries in that territory are turning out. 
Mr. Mourrny. Nor does it reflect the potential of the country if it 


could enjoy some political and economic stability. 


These produc tion 
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figures I am certain would swing up the other way because the raw ma- 
terials and the natural resources are there if the : ability to exploit them 
is possible. The unrest is what is causing the trouble. 

Mr. Taser. Off the record. 

( Discussion off the record. ) 

Mr. Mureuy. Well, on that I would have to defer to Mr. Peterson. 

Mr. Pererson. I would like to say, Congressman Taber, that it 
fundamentally arises from political instability 7, and it is also related to 
the financial and foreign exchange situation. 

Otf the record. 

( Discussion off the record. ) 

Mr. Passman. Mr. Montoya? 

Mr. Montoya. Admiral O'Donnell, I notice that the request. which 
is sought to be justified here for military assistance totals $692,535,- 
000, according to your statement. 


DELIVERIES OF EXCESS STOCKS 


Now, in addition to that, there is a hidden item which has not been 
alluded to which indicates that there has been delivered to the Far 
Eastern countries excess stocks totaling $589 million based on aequisi- 
tioncost. That appears on page 172 of the justifications. 

What other excess stocks do you anticipate delivering to these coun- 
tries during the next fiseal year? If any, what do they comprise 4 

Admiral O’Don Nett. This is all we have any plan af this point to 
deliver. That is about $23 million in acquisition value. You under- 
stand, this represents weapons or materiel that the commander in 
chief, or the local commander wants which has become excess to our 
own need and which is furnished to this program at no cost. It does 
hot. ean it is not a serviceable piece of equipment. 

For example, the F—86 aircraft are now surplus to the needs of our 
own Air Force. 

Mr. Monvoya. That is just what | was going to get to. 

Now, during the stages of this program, in addition to the dollar 
appropriations which we provide, you have been delivering to these 
countries fighter aircraft, ships, and so forth. Can you tell me what 
you delivered « luring this last fiscal year by way of equipment that was 
not charged to existing appropriations ? 

Admiral O’Donnett. Actually, I can tell you the whole thing. 

Mr. Monroya. Will you go into that ? 

General Parmer. May I correct the record at this point? I think 
that there was a misunderstanding as to the question. The cumula- 
tive deliveries prior to June 30, 1960, are, as Governor Montoya 
said, approximately $589 million. The impending deliveries are 
956,155,000, 

Mr. Montoya. What do you mean by “impending deliveries” ? 
What period does that cover ? 

General Parmer. They are programed for shipme nt and delivery. 

In addition, the program that we are now presenting anticipates the 
delivery of $23,935,000 to which Admiral O’Donnell referred. The 
point that I am correcting in the record is the omission of $86 million, 
which is already programed for delivery after July 1, 1960. 
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Mr. Monrroya. Who determines whether those deliveries are from 
excess stocks and not chargeable to appropriations ? 

General Pauwer. This comes in the programing process at the 
time when the tentative programs are sent to W ashington from the 
unified commanders and are at that point given to the three services— 
the Army, Navy and Air Force—to price out and see what availabil- 
ities are and so forth. At that point, they are able to say what part 
of the program they can deliver from excess. 

Mr. Monroya. Then is it fair to say that in addition to the $699 
million which you have requested here you are also delivering to these 
countries an additional amount valued at $86 million in acquisition 
value ? 

General Patmer. No, sir. Connected with the $692 million for 
fiscal year 1961 is a $24 million figure of excess stocks. The $86 
million is connected with previous programs. It is the undelivered 
portion of the previous programs for excess stocks which is connected 
in the balance sheet on the undelivered $616 million. 

Mr. Monroya. And they are not chargeable to appropriations? 

General Patmer. No, sir; not the excess. 

Mr. Monrroya. Tell me how many ships have been delivered in the 
last year to these countries. 

Admiral O’Donneti. I have this information. It would take a 
very long time to pick it out of this format that I have here. I can 
give it to you. 

(The information referred to is classified and has been furnished 
the committee.) 

Mr. Monroya. When you deliver ships to these countries, they are 
not determined in terms of dollars and cents out of current appro- 
priations? 

Admiral O’Donnext. The rehabilitation of these ships and certain 
costs connected with the delivery is out of current appropriations, 

Mr. Montoya. And that is true of aircraft, too, is it not ? 

Admiral O’Donnetu. Yes, except in the case of the aircraft we are 
giving to the Japanese in this program. These aircraft are going as 
is and the Japanese are picking up the tab to rehabilitate them. 

Mr. Montoya. Going into Korea, you have a figure for Korea here 
of - in military assistance. 

Admiral O’DonnEtL. Yes. 

Mr. Montoya. That appears on page 193. 

Admiral O’Donnett. Yes. 


U.N. CONTRIBUTIONS IN KOREA 


Mr. Montoya. And that does not take into account the contributions 
made by the U.N. in Korea, does it ? 

Admiral O’Donnetu. No, sir. 

Mr. Montoya. How much is th: at? 2 

Admiral O’Donnetx. T can give you this in terms of personnel. 
The exact figures are, Turkey, ————; Thailand, ————; and the 
U.K., France, Greece, and Ethiopia, 

Now, we budget for some of the logistics cost of Turks and the 
Thai for transportation of food and so on. 
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Mr. Monroya. What does the U.N. contribute in dollars and cents 
to the U.N. forces in Korea? 

Admiral O’DonnELL. There is no U.N. contribution as such. The 
U.N. pays the salaries of certain observers there, of their permanent 
staff. These are members of the U.N. E xcept for administrative 
costs which are, you might say, are accessory to their offices in Korea, 
there is no formal contr ibution by the U.N. 


DEFENSE EXPENDITURES 


Mr. Monroya. You mentioned a few minutes ago that as a result of 
previous questioning that - — devotes 1.5 percent of its gross na- 
tional product to defense expenditures and that you were sort of 
concerned that it could not go any higher because of the spirit, if not 
the letter, of its Federal C onstitution against war. But there is no 
prohibition 2 

Admiral O’DonNELL. No, sir. 

Mr. Monroya. Do you not feel that some effort should be made for 
Japan to increase its contributions ¢ 

Admiral O’DonNELL. Yes. 

Mr. Monroya. Out of its gross national product 4 

Admiral O’DonNELL. Yes. 

Mr. Monroya. Off the record. 

( Discussion off the record. ) 

Mr. Monroya. The figure has remained the same for the last 35 
fiscal years. 

Admiral O’Donnett. Percentagewise, but not in actual dollars, 
sir. ‘There has been an increase. Percentagewise it has stayed firm, 
but their gross national product has been going up all the while so 
there has been an absolute increase in ‘expenditures. 

Mr. Monroya. I cannot reconcile in my own mind the propriety of 
investing in military assistance in ———— when the complexion of 
that government rebuts the wisdom of such expenditures. 

Admiral O’Donnetz. The only thing that I can say is this is a 
question that has received most serious attention from the top officials 
of Defense and the top officials of State. 

Off the record. 

( Discussion off the record.) 

Mr. Passman. All good ideas do not come from the top; some you 
get from the lower echelon people. 

Otf the record. 

( Discussion off the record.) 

Mr. Monroya. I am not quarreling with your position. I just do 
not find any lucidity in it. It is hard to reconcile in my own mind. 


NATIONAL DEFENSE COLLEGE 


Going back to page 10 of your statement, Admiral, you mention 
that —_—— was setting up a national defense college. 

Admiral O’DonneELu. Yes. 

Mr. Montoya. Do we have any money or investment in this 
college ? 
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Admiral O°Donneut. Only in the salaries of the people whom we 
sent down there. 

Mr. Monroya. And what does this amount to? 

Mr. Forman. The pay and allowances of our personnel are not paid 
for out of this appropriation but the military departments’ pay and 
allowance appropriation. 

Mr. Monroya. Of the Defense Department 4 

Mr. Forman. The Defense Department. So far as our personnel 
costs are concerned we pay station allowances and transportation, but 
the base pay and allowances come out of the regular pay and allow- 
ances appropriation of the Department of Defense. 

Mr. Monroya. Let me ask you this: Did you pay any money for 
drawing up plans for this college ? 

Admiral O°DonneEtu. It is the same situation. We paid one colonel 
in the Army and one Foreign Service officer from the State Depart- 
ment. They went out there to help them draw up the plans. 

Mr. Monvoya. What other expenditures are involved in this col- 
lege? 

Admiral O'Donneti. I think that we are sending them some cur- 
ricula from our own war colleges, the Industrial College and the Na- 
tional War College and so on, and possibly some textbooks, but it is a 
very, very small expenditure, Governor. 

Mr. Montoya. They have asked for a permanent staff? 

Admiral O’DonxneL. Yes. 

Mr. Monroya. How many individuals does that involve? 

Admiral O°’Donnett. Three, 1 believe. 

Mr. Monroya. And the Defense Department will pay for these ? 

Admiral O7Donnewi, Yes; for the two military personnel. 

Mr. Monroya. Is there any other personnel 

Admiral O’Donnett. Not in the defense college; no, sir. 

Mr. Monroya. From any other source / 

Admiral O’Donnewi. Off the record. 

(Discussion off the record.) 

Mr. Monroya. How much equipment is being sent to that college? 

Admiral O’Donnett. To the college nothing but the books and so 
on that I have told you about. This last thing that I talked about is 
something different. 


POLITICAL PARTIES IN) INDONESIA 


Mr. Conrr. Mr. Peterson, in regard to the party breakdown in 
Indonesia, you mention that the Communists had the controlling 
factor? 

Mr. Pererson. No, the largest segment. 

Mr. Conrr. Could you give us a breakdown? As I understood it 
when I was out the re there are about 17 parties ¢ 

Mr. Pererson. It is very complicated. I would like to put that 
in the record because I do not have party names in my mind, but the 
Nationalist Party of Indonesia is a large factor and there is a Moslem 
Party. If I may, sir, I would like to put that in the record. 





Mr 
parti 
Mr 


to do 


(T 


The 
in late 


you 
the ; 


had 
grea 


"7 
and 


arol 
Mr. 


this 


| we 


aid 
and 


nnel 
but 
low- 


for 


onel 
art- 


col- 


eur- 
Na- 


isa 


ee! 
d so 


) in 
ling 


dd it 
that 


the 
lem 


2505 


Mr. Passman. And will you also indicate the numbers of other 


parties which support the Communist view in their voting bloc? 


Mr. Prrerson. As far as the record shows for that, I will attempt 


to do so. 


(The requested information follows :) 
POLITICAL PARTY STRENGTH IN INDONESIA 


The only nationwide parliamentary elections to date in Indonesia were held 
in late 1955 with the following results: 


Part Vote Pereent 
millions total vote 
Nationalist Party (PNI 4 22 
Moslem Masjumi Party 7.9 21 
Moslem Seholars (NI 7.0 19 
Communist Party (PKI 6.2 16 
Aj] other parties (about 25 in number) x 4 2” 
l ; LOO 


As can be seen from the above table, the Communist Party received over 6 
nillion votes, or about 16 percent of the total vote cast. Three major non-Com- 
munist parties each received more votes than the Communist Party. The aggre- 
gate yote received by the three major non-Communist parties was about 62 per- 
cent of the total vote cast. The remaining 22 percent of the votes cast was 
scattered among about 25 minor parties, most of them non-Communist. 

A second nationwide parliamentary election was schoduled for 1959 but has 
been postponed until late 1962 because of the lack of adequate security in the 
country. In local elections held _ 1957-58 in certain parts of Indonesia, the 
Communist Party showed marked gains (as compared to 1955), particularly on 
the populous island of Java. W ith a curre ntly claimed membership of 114 mil- 
lion, the Communist Party may well be the leading party in Indonesia today, 
although the three major non-Communist parties and the numerous minor non- 
Communist parties taken together would undoubtedly command a substantially 
greater number of votes than the Communist Party. 

Mr. Pererson. I do not know that there is any sure criteria where 
. party stands at any given time, because the Indonesian Parliament 
has been dissolved, and it is not the sort of thing that you can count 
from a rolleall and make a direct connection with the party, but we 
will do whatever we can in that connection. 


FORCES IN TAIWAN STRAITS 


Mr. Contre, Admiral O*Donnell, Representative Rhodes questioned 
you about something that appeared in the press this morning, about 
the ; appearance of ships and forces in the straits. 

When I was out there we went to Quemoy and Matsu. We also 
had a briefing by the Defense Minister of Formosa, and he showed a 
great deal of concentration on the mainland of airfields around Amoy 
wd Fuchow and also facing Quemoy and Matsu. 

Has this grown progressively worse as of today / 

Admiral O*Donneti. There is a great concentration of airfields 
around there. They have a very substantial amount. I understood 
Mr. Rhodes’ question was as to any substantial increase over there in 


this immediate period and I do not know of any. There are substantial 
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forces there. They do have the capability to start a real fight there 
any time they wish. The Defense Minister is absolutely correct about 
this. 

Mr. Conve. It is disturbing ? 

Admiral O°DoNNELL. Yes. 

Mr. Conve. I have read a lot about the U-2 airplane incident. | 
was quite pleased, and so were the other Congressmen with me, that 


we had so much information ———. It was encouraging. 
Has anything been done to cut down the Army — 2 


Admiral O’DoNNELL. Yes. 

Mr. Contr. You are taking constructive steps toward that end? 

Admiral O°’Donneti. There has been a decrease during the current 
fiscal year . The aim is toward total armed forces about ——— 
by the end of our fiscal year, around June 30, but I am not so sure 
about that. They have made a substantial decrease during the current 
U.S. fiscal year. 

Mr. Contre. Concentrating more on their air defense / 

Admiral O°Donnewi. Trying to get rid of ineffectiveness. That i 
the thing. They are working on it and they are trying to cut dea 
and get the deadwood off of their rolls. 

Mr. Conve. I was quite impressed by your testimony and the way 
you handled yourself here today. You are one of the finest witnesses 
we have had on the military program. 

Admiral O’Donnevt. Thank vou, 


INTERNAL AUDIT REPORTS 


Mr. Passman. I have been on this subcommittee 8 years and it has 
been my privilege to be the chairman for 6 years. Almost every year 
we bring up information about the GAO report. 

You say, “Yes, that is true; it happened before and it is being 
cleaned up.” 

The next year we bring up the same thing and we hear, “Yes; that 
has been cle: ined up. 

However, on the other hand, nearly every report constitutes a worse 
indictment than previous reports. Some are very recent. 

In addition to that, it is my understanding that there have been 
86 audits by the Department of Defense, Army, Navy, and Air Force, 
in the foreign aid operation, separate and apart from the General 
Accounting Office. 

These audit reports, according to the information given me, are in 
the hands of the Assistant Secretary of Defense and are marked 
“confidential.” 

I should like to invite your attention to these audit reports and 
ascertain whether it is true that in one country you built two hospitals 
where there was only one doctor in the country. 

[ think you should have the right to state for the record whether ot 
not that is true, and also indicate whether it is a policy of the Depart- 


ment of Defense to let the committee have a look at these 86 audit 
reports. 
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Mr. Suaw. It is true that the Department of Defense has produced 
that many reports of examinations of various activities under the 
heading of “Military assistance.” 

These internal reports are classified, just as the General Accounting 
Office reports which you receive are classified. 

The reports are available and have been sent to the General 
Accounting Office. I refer to the internal audit reports. 

We are very happy to present these to the General Accounting 
Office, even though they do stress deficiencies all along the line, just as 
the General Accounting Office reports stress deficiencies. 

The purpose of that is to show the General Accounting Office where 
we have investigated specific actions in order that the General Ac- 
counting Office may better plan its program as a coordinated program 
with the one being undertaken by the Department. 

If the committee has any interest in these they will be available to 
the committee. 

Mr. Passman. I should think the committee would have an interest 
inthem. As I indicated earlier, each year there is every indication 
that it has been cleaned up; and this is not personal criticism, because 
this is a big show you are running. There is bound to be overlapping 
and oversupplying, but to the extent that it is so often indicated it is 
actually incredible. We wish you would have a look at the reports. 
I do not want them if they are supposed to go to the GAO first, 
because it is only natural that the GAO reports would lag between the 
hearings and their reports. That is, from the time the so-called 
mismanagement. is detected until we finally get the report there is a 
lag. 

However, each year we get other reports indicating that this hap- 
pened in 1957 and in 1958, and the next year it is brought right on up. 

Are the internal audit reports very voluminous / 

Mr. Suraw. Quite extensive, Mr. Chairman. We have a summary 
of all internal audit reports and perhaps the committee would prefer 
tohave the summary reports. 

Mr. Passman. I am afraid the summary would not serve the pur- 
pose; so, if you would, we shall discuss it later in the day, concerning 
when they can be made available to the committee so that we may 
check on some of these very glaring instances which vou may have 
discovered. . 

Perhaps working together, with a combination of your audits and 
those of the committee and those of the GAO, we might eventually get 
the program down to the reasonable need, rather than the desire, and 
possibly save some money. 

If you would help us we would appreciate it. You fix the time, 
and I will welcome the opportunity to go over it with you. 

Mr. Suaw. Very well, sir. 

General Patmer. There is one question you asked that remains un- 
answered, Mr. Chairman. 


HOSPITAL CONSTRUCTION 


[am not aware of the military assistance program having built two 
hospitals ina country with only one doctor. 
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Mr. Passman. I wish you would have a check. It may have been 
built out of defense support funds; I do not know. You have so 
many different funds feeding into this you would have to look at 
them all to be able to ascertain ‘whether it is true. 

I still would want to question it, General. Please have a look, 
See whether it is true that they built two hospitals in a country with 
only one doctor. If that is true we are entitled to know more about it, 

Mr. Ruoves. What country is this / 

Mr. Passman. I do not know. I said please indicate for the record 
whether it istrue,or not. I want to believe it is not true. 

Perhaps you should have a look at them before the committee, 
General. 

General Patmer. I have seen them. 

Mr. Passman. Do you know of any instances? I am not speaking 
necessarily of military assistance. It might have come out of defense 
support. 

General Paumer. The audits we spe: ak of are audits by the Defense 
Department solely of the military assistance program. 

Mr. Passman. The indication we have is that it is in the military 
assistance program. 

If you do not find that then so state for the record, please. 

General Patmer. Very well. 

(The information referred to follows :) 

Six mobile Army surgical hospitals were programed for Ethiopia in 1957— 
three for delivery in 1958 and three in 1959. These mobile units consist of 
portable equipment and supplies. No hospitals were built; there were no Cob 
struction costs. In March of 1958, the U.S. Army medical officer assigned to 
the MAAG as medical adviser recommended that only three of these units be de : 
livered. This recommendation was approved in November 1958 and the requisi- | 
tions for the three units to be delivered in 1959 were canceled. Three units 
arrived in November 1958. Two of these units have been put into operation and 
one held in war reserve. It is true that at the time these units were programe 
there was only one native doctor in the Ethiopian Army, but the two units in 


operation have been adequately staffed with doctors on contract, mostly Eure 
peans, from the day they went into operation. 


INCREASE REQUESTED FOR 1961 


Mr. PassMan. Now we shall proceed country by country. 

In 1960 for the Far East you had new funds in the amount of 
$563,702,000. You are requesting $692,335,000 for fiscal year 1961, 
an increase of 22 percent. 

What is the total amount of military assistance that has been pro- 
vided for this area through June 30 4 


Admiral O’Donneti. Through June 30, $5,504,961,000. 
ACQUISITION VALUE OF EXCESS STOCKS 


Mr. PassmMan. What has been the total acquisition value of excess 
stocks ¢ 

Admiral O’Donneti. Acquisition value of excess stocks has beet 
$588.610.000. 
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UTILIZATION OF LOCAL CURRENCIES 


Mr. Passman. Can you also tell us the amount of local currencies 
used in the program during the same period ? 

Mr. Murruy. If I may ask for clarification. You mean used for 
all purposes or for just military 4 

Mr. Passman. Military. 

Mr. Mvureny. That, sir, 1 would have to compute as I did yesterday. 

Mr. Passman. We shall wait until it is computed. 

( Discussion held off the record.) 

Mr. Murrny. For the area as a whole, Mr. Chairman, in fiscal 
year 1959—— 

Mr. Passman. We want the total. 

Mr. Mureuy. That is not what I gave you on the others. 

Mr. Passman. Give us the cumulative total. 

Mr. Mureny. I do not have those. 

Mr. PassmMan. Where can we find those figures ? 

Mr. Murpuy. I have cumulative figures on utilization of local cur- 
rency but they are not broken down between military and nonmilitary. 

Mr. PassMan. Give us the total, then. 

Mr. Mureny. Grand total 

Mr. PassMan. Yes. 

Is this another one of those mathematical processes ? 

Mr. Murrny. Yes, sir. 

Mr. Passman. We may as well proceed, then, while you work 
on that. 

Mr. Murruy. Off the record ? 

(Discussion held off the record. ) 

Mr. Passman. What will be the unexpended amount to the credit 
of the Far East as of June 30? 

Admiral O’DonNnELL. $616,371,000. 


UNDELIVERED EXCESS EQUIPMENT 


Mr. Passman. What will be the amount of excess equipment, acqui- 
sition value, undelivered ? 

Admiral O’Donneuu. $86,155,000, for the period July 1 and after. 

(Discussion off the record. ) 


CAMBODIA 


oOo” 


Mr. Passman. For fiscal 1959 Cambodia received $4,375,000, and 
that was increased to $5,010,000 in 1960. You propose to increase it 
to——in1961. Is that correct? 

Admiral O’DonneE.Lu. Yes, sir. 

Mr. Passman. What has been the total amount of military assist- 
ance we have provided to this country to date? , 

Admiral O’Donne.Ln. Cumulative through June 30, 1960, it has 
been $66,771,000 programed. | 
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TAIWAN 


Mr. Passman. What amount did you have for Taiwan in fiscal year 
1959 ¢ 

Admiral O’DoNNELL. $223,542.000. 

Mr. Passman. For 1960 what was the amount 2 

Admiral O’DonNELL. $90232.000. 

Mr. PassMANn. You now propose an increase / 

Admiral O’ DoNNELL. ———— 

Mr. PassMAN. An increase of ee 

Admiral O’DONNELL. Yes, sir. 

Mr. PassmMan. What is the total amount of military assistance that 
the United States has provided to Taiwan ? 

Admiral O°Donnetit. Through June 30, 1960, it has been $1,843,- 
156,000 programed. 

Mr. Passman. What is the acquisition cost of the excess stocks ? 

Admiral O’DonNELL. The overall figure for excess stocks cumulative 
through 1960 fiscal year is $274,130,000. 

Mr. Passman. What are you requesting for excess stocks in fiscal 
1961 ? 

Admiral O°DONNELL. 

‘ieesssian oll the record.) 


(CUMULATIVE OBLIGATIONS FOR Economic AssISTANCE IN THE Far East 


Mr. Passman. Would you provide for the record a tabulation of the 
total defense support, total grant aid, the total under Development 
Loan Funds, and the total under any other programs, so that we 
might get the entire amount ? 

Mr. Murruy. Allright, and technical cooperation ¢ 

Mr. PassMaAn. Yes. 

(The information requested follows :) 

Estimated cumulative obligations for economic assistance in the Far East, at 
June 30, 1960, amounts to $6,179,467,000 and is composed of : 
Defense support_ sets 


Technical cooperation —................ 
Special assistance 


ae sts a Basak de ~ $5, S61, 260, 000 
ae 221, 133, 000 
97, O74, 000 


In addition, DLF cumulative loan obligations through April 30, 1960, were 
$176,166,000. 


JAPAN 


Mr. Passman. In fiscal 1959 the amount of military assistance for 
Japan was $53,836,000. 

In 1960 it is $69,053,000, and you request -——— for 1961, 

Admiral O°Donneti. That is right, sir. 
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Mr. Passman. What has been the total of U.S. military assistance 
to Japan ¢ 

Admiral O’Donneti. Cumulative through this fiscal year $668,376,- 
000 programed. 

Mr. PassMAN. In view of Japan’s substantial economic progress, 
and we are all very happy that it has been so favorable why should 
we be giving any grant aid at all to Japan ? 

Admiral O’Donnett. Off the record. 

(Discussion off the record.) 

Mr. Passman. I think we had a trade deficit with Japan last year; 
did we not ? 

Admiral O’Donnett. I don’t know, sir. 

Mr. Passman. A deficit of $120 million last year. 

Mr. Anprews. Is Japan producing any missiles ‘of any kind? 

Admiral O’Donnext. No,sir. Off the record. 

(Discussion off the record. ) 


PROCUREMENT OF TRUCKS AND COMPARATIVE COSTS 


Mr. Anprews. You mentioned earlier in talking about Korea that 
we were purchasing or had purchased trucks in Japan. 

Admiral O’DonNeELL. Yes, sir. 

Mr. Anprews. Do we plan to buy any trucks out of this budget ? 

Admiral O’Donneti. It is a separate program. It is about $52 
million. It isa regional vehicle program. 

Mr. Axprews. Do you know anything about the difference in cost 
of trucks in Japan as compared with American made trucks? 

Admiral O°DonNeEtL. Yes, sir. My American figures are 1955 fig- 
ures and my Japanese figures are 1959 figures. I can give them to you 
as such. 

Mr. Anprews. The 1955 figure would be higher / 

Admiral O°’DonNELL. Yes, sir. For a 2% ton truck it is about 
$2,500—here it is exactly. 

A one-quarter ton U.S. truck, unit price was $1,987. Parts, and 
soon, brought. the price up to $2,287. 

The price is the 1955 price. 

The current Japanese price for the same vehicle is 31,388. ‘The 
U.S. price does not include transportation, sir. 

Mr. Anprews. That was the 1955 price ¢ 

Admiral O’DoNNELL. Yes, sir. 

Mr. Anprews. What would the transportation on that truck be 
approximately ? 

Admiral O’Donneti. About $400, Inland transportation $151, 
ocean $208, port loading $17, so roughly it is $400. 

Mr. Axprews. What would that quarter ton truck cost today? Do 
you know ? 

Admiral O°DonNeELL. I don’t know, sir. 

(The following was submitted in response to a later request.) 


703909——60—pt. 2 77 
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Comparative price data, general-purpose vehicles, United States versus Japanese 


[Price shown below for U.S. vehicles is the 1955 contract price for U.S. Army. 


Price 


shown below for 


Japanese vehicles is the 1959 contract price for military assistance purchases] 


{In dolls 


ars] 
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Port handling 






















































































to Taiwan Pack- | Total 
Type of vehicle (general purpose) Unit ing, | cost at 
price | crating,| Tatwam 
Inland | Ocean | Load- |Unload-| ete. port 
| ing ing? 
. Ss 
Truck, \% ton: | 
Ia es NN iiss nn len nian 1, 987 | 151 | 208 Oe Seawaouns 24 |.-..-..- 
Concurrent repair parts.......-.-.-...-.- | 300 24 16 Didecccads 11 Jo=>axons 
I ee rrcicn nnn pecietebaaies 2,287 | 175| 224 PEs caced 35 | 2,743 
—— ee ee 
Dan find oi 1,088 4..~.2008 97 Pa aces | ee 
Concurrent repair parts. ................- 88 \-- a 8 B Jenscnust Of lnndeahion 
OE i a i Coker 25} 1,540 
Truck, %-ton: Ds | oe | a 
Ta a | 3, 451 325 | 358 TD es 54 | jo 
Concurrent repair parts............-...-- | 504 47 32 BP to caencas 18 |-........ 
dis cchbnbpinnt aisha dich aes slp cagioeacahioaed | ‘ 
a ee eee ¢ 
Concurrent repair parts.................. 
i Anusisovkauduieese payaeienseoennn 
Truck, 244-ton, with winch: be 
a hs ae . 
Concurrent repair parts. .......-.....-... 5 a 
ee tes A 8, 446 667 | 1,269 etc) | 152 | 10,649 
RCN, ai cp eee cates ~ 8, 530 oe er eee | ON tceen 
Concurrent repair parts. ................. St ee | 15 OF hicccee D Biicidecs 
MINN rte ote cds h ards 3,728) () | 436 eT. k 93 | 4,362 
Truck, 214-ton without winch: canoes | eo. a ae | 
U.S. vehicle... Tee hiss al 7,059 | 600) 1,159 | ed 7 | wae 
Concurrent repair parts. ................. 382 47 | 32 De eeu edhe ae leshaaen 
PR epic ccSuveidniinisicuviiencde xed 7, 941 647 | 1,191 MAS oa gcc 148 | 10,035 
Japan vehicle. ___..-- Saidsbandattine ste | 3, 344 soem. 421 85 7 : | 85 |. 
Concurrent repair parts.................. Eien 15 OO i BD teecances 
} 
be nl —|——__| al 
ae ae til cd lal 3,542) () | 436 95 cates 4, 165 
| ! 











1 Inland transportation, Japan produced vehicle delivered to port. 
Recipient country troop labor. 


3 Unloading cost. 


Note.—All figures rounded to nearest dollar. 


Mr. Anprews. The $1,388 is the current Japanese cost ? 
Admiral O’Donnetu. Yes. On a 214-ton truck the U.S. price with 
spare parts in 1955 was $8,400, with about $1,500 for transportation. 
The Japanese vehicle with spare parts cost $3,700 with about $400 


for transportation 


Mr. Anprews. That is today’s price? 

It is a diesel truck, sir. 
I just came back from a visit to southeast Asia and I saw these in 

service in Vietnam, ——— and Thailand. They are doing beautifully. 
Mr. Anprews. How do they compare in quality with our trucks ? 
Admiral O’Donnetu. They are comparable in quality. 
Mr. Anprews. As good? 


Admiral O’Don 


NELL. Yes. 


No charge involved. 
No cost either vehicle. 
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Admiral O’DonneELL. Yes, sir. 

Mr. Passman. Do they cost more than our trucks, or less ? 
Mr. Anprews. The figures are in the record. 

Otf the record. 

(Discussion held off the record. ) 


AIRCRAFT PROGRAM 


Mr. PassmMan. Would you comment concerning the request of -——— 
million, which represents ———— of the U.S. share toward the 
aircraft program ? 

Admiral O’DonnELL. Yes, sir. 

Mr. Passman. Tell us what the total cost will be. 


Admiral O’DonneEtt. The ——— million cost was to be for a period 
of 3 years, total cost of ———— million. This is against a total con- 
tract. price currently of ———— million which was just signed about 2 


days ago. 

Mr. Passman. Do you have negotiations underway now for a ——— 
gone for Japan, for which you are awaiting approval of the con- 

ract by the Japanese Diet ? 

Admiral O’Donnexu. Off the record. 

(Discussion off the record. ) 

Mr. PassMAN. What does it include? 

Admiral O’Donnett. Off the record. 

(Discussion off the record. ) 

Mr. PassmMan. When was the contract for this - 

Admiral O’Donnetu. Off the record. 

(Discussion off the record.) 

Mr. Passman. I should have said the program. 

Admiral O’DonneEtu. This is an approved program, yes, sir. 

Mr. Passman. When was it approved by the Japanese ? 

Admiral O’Donne tt. I cannot give you the precise date but I will 
get it, sir. 

(Note.—It was in March 1960.) 


— approved? 








There is no question of 

Mr. PassMan. Was it approved before or after you requested funds 
for it? 

Admiral O’Donne tu. Off the record. 

(Discussion off the record. ) 

Mr. Passman. “On the up and up now”? 

Admiral O’Donne Lt. It is in regular channels now, yes. 

Mr. Passman. Let us hope it stays “on the up and up.” 

Mr. Gary. I would like to see it go down and down. 

Mr. PassMAn. We were told it would go down. I am convinced 
from the evidence we have obtained that this program from the very 
start is inflated. 

COST OF TRUCKS 


Mr. Anprews. Admiral, can you find out for me the present cost of 
the 14-ton truck and the 91/4-ton truck American made and put that 
price in the record at the point where we discussed the prices ? 








2514 


Admiral O°DonneELL. It is hard to find a comparable thing. U.S. 
trucks have become more sophisticated than these Japanese trucks 
now. These Japanese trucks have diesel engines and are stripped 
down. 

[ will get a comparable figure. 

(The information requested appears on p. 2512. 

Mr. Passman. We shall resume at 2 o'clock this aceiniidid 


AFTERNOON SESSION 
KoreA 


Mr. Passman. The committee will come to order. ° 

The military assistance for Korea | in 1959 was $203,065,000. 

In 1960 it was increased to $206,172,000, and you propose to increase 
it in fiscal 1961 to ————. 

Admiral O’DonNELL. Yes, sir. 

Mr. PassmMan. An increase ———— above 1960. 

Admiral O’DonNELL. Yes, sir. 

Mr. Passman. In addition to the $1,426,822,000 military aid, how 
much in excess stocks has the United States provided in Korea ? 

Admiral O’Donneti. Through June 30, 1960, the figure will be 
$74,118,000. 

Mr. Passman. What do you propose for 1961, sir? 

Admiral O’DonNELL. Excess in 1961 will be —— 

Mr. Passman. Do you know the amount of local currency, also, 
which has gone back into the program / 

Admiral O’Donneti. No, sir. 


AIR FORCE PROGRAM 


Mr. Passman. The fiscal year 1961 program, on page 195, indicates 


the Air Force program includes ——— attrition aircraft, but the fiscal 
1961 program data on page 194 indicate a request for ———- aircraft. 
Will you comment on that situation sir? 

Admiral O’Donneti. The attrition aircraft are aircraft im 
the Army program. The one aircraft is ———— for the Air Force. 


So the attrition aircraft are in the Army program. 

Mr. Passman. But your figures do not add up correctly. Where are 
they‘ You show , and when we get to page 194 we find a total 
of guly —_—_—_— 

Captain Wayne. ———— aircraft, sir. 

Admiral O’Donneti. The entire program of aircraft, 

Mr. Passman. Where do you find them on page 194, Scaal which 
you are trying to justify this request ? 

Captain Wayne. Mr. Chairman, that. is only a representative table, 
and not all the items. 

Mr. Passman. Do you want us to appropriate entirely upon the 
basis of faith? We must have some information. You state here one 
number, and then we go to the justifications for this appropriation 
and you do not have them listed. 
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Admiral O’Donnett. The lower column is not complete in any of 
the countries. Itisa representation. Itis typical items. 

Mr. Passman. Are you asking to fund a program which you have 
not yet firmed up ¢ 

Admiral O’Doxnett. That is not correct, sir. 

Mr. Passman. All right, sir; where are the aircraft ? 

Admiral O°Donnewi. The firm program is found in the format pre- 
pared by the country team— 

Mr. Passman. How can the committee consider your request on 
the justification submitted to us for fiscal 1961 if what you testify 
for isat variance with what you have in the book ¢ 

Admiral O"Donnetx. Because what you have in the book is only 
illustrative of the entire program, and is by no means complete, sir. 

Mr. Passmax. What is the cost of those additional airplanes to 
which you referred ¢ 


Admiral O°Doxnnetit. The MAP price for the ———— is $97,644. 
These are rehabilitation costs, really. For the ———— the MAP cost 
for rehabilitation is $1,349,000. The ——, $8,000. - . The 

. 875.000, The m—. which are excess, rehabilitation cost, 


$112,000, 

Mr. Passmanx. Thank you. Admiral. Without that information we 
actually would have followed the information on a page, and would 
have been ap propriating on faith for that part of 

Admiral O'DonNELL. Toa degree, yes, sir. 

Mr. Passman. If anyone had told me even only a few years ago 
that I would be called upon in hundreds of cases to recommend the 
appropriation of money upon the basis of faith without Justification, 
I would have said, “You don’t know what you are talking about”; but 
we have reached that point. 

Admiral O’Donnett. I should like to say, however, in the upper 
part of the page where the whole amounts can be reconciled, you will 
find that the figure for aircraft will be reconcilable with what I have 
given you. 

Mr. Passman. With the exception of the equipment, which is not 
listed here. 

Admiral O'DoNNeLL. We can read this all to you, sir. We have it 
right here, 

Mr. Passwan. I do not know that it would make that much differ- 
ence. I do not believe this appropriation is going to be made sub 
stantially upon justifications. A lot of things will be taken into 
account. 

What type of persons al equipme nt do you propose to re pl: we in the 
Air Force program { 

Admiral O°Donnexy. Training equipment spares follow-on, train- 
Ing equipment spares, other training aids, other training aids—— 

Mr. Passman. Is that personal equipment / ¢ 

Admiral O’DonneLn. Yes, sir. These are training aids, si 

Mr. Passman. Training aids / 

Admiral O°7DonNeLL. Yes, sir. 

Mr. Passman. What is that ? 

Admire al O°DonNeELL. These are things like display gadgets for 
training people in handling their weapons, and so on. 
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Mr. Passman. I do not think I am getting through. Personal 
equipment. What type of personal equipment do you propose to re- 
place in the Air Force program? That is on page 195 in the book, 
in the shaded area. 

Admiral O’Donnetu. Yes, sir. I do not have a precise breakout. 

Mr. Passman. What is included, sir ? 

Admiral O’DonneE.u. It is listed here as personal equipment. I 
would conjecture it might be flight gear, goggles, helmets, and so on. 
I will find out, sir. 

(The information is classified and has been furnished to the com- 
mittee. ) 

Mr. Passman. I certainly want the record to show that you are 
trying to be helpful. Without going further into it, it would be 
another faith item; would it not ? 

Admiral O’Donne.u. Yes, sir. We have it listed, but it is not 
broken down below personal equipment. 


CONSTRUCTION AT POHANG-DONG MARINE CORPS BASE 


Mr. Passman. What is the “vital” construction at the Pohang-dong 
Marine Corps Base ? 

Admiral O’Donnett. This construction will help to enhance the 
training ability of the marines at Pohang. Pohang, because of its 
topographical arrangement, is a natural training area for marines. 
This will enhance the training capacity of that area. 


OTHER MATERIAL 


Mr. Passman. What type of equipment is included in the item 
“Other material,” for which you have budgeted —{ 

Admiral O’Donnett. I will read this list, sir. 

Mr. Passman. Is it classified ? 

Admiral O’DonneELL. No, sir. It is a classified sheet overall, but the 
material 

Mr. Passman. I want you to know we do have faith in you, Admiral. 
However, if we went ace ording to the justifications and no further, 
this would be another “on faith” item. 

Admiral O’Donnetu. Yes, sir. 

Mr. Passman. All right, sir. 

Admiral O’DonneL. We have these formats to back up this ma- 
terial, Mr. Chairman. 

Mr. Passman. It would take a year to complete the hearings if we 
went into such detail as that. 

Admiral O’DonnetL. Yes, sir. Let me say that on this page we 
have warehousing equipment, crane trucks for warehouses, forklift 
trucks, conveyances. Graders and concrete mixers are listed on this 
page. This istypical. An asphalt heater for working roads. 

Mr. Passman. A few more, please. 

Admiral O’Donnetx. A language laboratory booth. We have two 
of those. Target air drone. These are all categorized as “Other 
material.” 

Mr. Passman. A lot of money is represented there; is it not ? 
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TRAINING 


Why is an increase of over ———— percent, ——— necessary for the 
training category ¢ 
Admiral O’Donnett. Because in the review of this program by the 
country team in Korea and by the Commander in Chief and the Joint 
Staffs, there was considered to be a real need for increase in this 
category. 
OTHER SERVICES 


Mr. Passman. What is included in the item “Other services,” for 
which ——— is budgeted ? 

Admiral O’Donne.LL. For U.N. forces. This takes in the transpor- 
tation and certain logistic roe for the Ethiopian troops, for the 
Turkish troops, and for the Thai troops who serve in the United 
Nations Forces. It is transportation and logistic support. I can 
give you a breakdown on that. 

Mr. Passman. What part, if any, does Ethiopia play? We are 
running into something else now. We thought we were in there 
prince ipally on a political basis, and now you are flying them around 
the world. 

Admiral O’Donnett. No, sir. Ethiopia is one of the nations par- 
ticipating in the United Nations Forces. 

Mr. PassmMan. What do they have—about 50 people ? 

Off the record. 

(Discussion off the record.) 

Mr. PassMAn. We shall have to pin it down, if we may, somewhere 
along the line. It cannot all be entirely upon the basis of faith. Let 
us get into this “Other services.” You put together “Other material,” 
and there is no supporting data in the justification book. Let us go 
into “Other services.” Just what is that? 

Admiral O’DonneEtu. Subsistence and clothing, $2.2 million. 

Mr. Passman. For whom? 

Admiral O’DonneEtL. For the forces contributed by Turkey 

Mr. Passman. How many, please, sir? 

Admiral O’DonnELL. ———. Thailand, ———. 

Mr. Passman. For clothing? 

Admiral O’DonNELL. Yes, sir, clothing and subsistence while they 
are in Korea in service. Ethiopia, 

Mr. Passman. Anybody else / 

Admiral O’DonneEty. That is all. We have other participants, but 
these are the only ones we support. 

Mr. Passman. Do you mean you require ———— for these other 
items which you just mentioned / 

Admiral O’DonnELL. We have subsistence and clothing, other main- 
tenance items, major items of equipment 
_ Mr. Passman. Let us see if this is correct. The total you gave us 
1s — troops, and the “Other services” item amounts to 

Admiral O’Donnett. The total services is $8 million. 

Mr. Passman. Did I not read the correct number / 

Admiral O’ Don NELL ——— troops total. 

Mr. Passman. We got 

Admiral O’DonNELL. Subsistence and clothing, $2 million. Other 
Other maintenance items, $2.2 million. 
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Mr. Passman. Of what would other maintenance items consist? 

Admiral O’DonneELu. I would guess it would be POL for the troops, 
gasoline, ammunition, and things of that nature. I am not prec isely 
sure. 

Mr. Passman. What else? 

Admiral O’DonneLt. Major items of equipment, $400,000. Acces. 
sorial costs, which are packing, crating, and handling, $700,000, 
Services and facilities, $300,000, 

Mr. Passman. What would that be ? 

Admiral O’Donnetu. I should guess it would be for power for the 
barracks. 

Mr. Passman. $300,000 ? 

Admiral O’Donnetu. Yes, sir. And oversea transportation of per- 
sonnel, $2.2 million. 

Mr. Passman. What do you ride them in, 707’s? 

Admiral O’Donneti. No,sir. They go MSTS. 

Mr. Passman. Is that just one trip? The item concerning the 
Philippines this morning said that about half of a certain appropria- 
tion Was used just to fly them to and from; and I wonder if this is 
similar. 

Admiral O’Donnety. This transportation is carried out by the 
U.S. Military Sea Transport Service. 

Mr. Passman. What other contribution do we make to these per- 
sonnel? Would you have to go to the individual country basis finally 
to pin it down ? 

Admiral O’Donnewi. No,sir. This is total, sir. 

Mr. Passman. This is for other services. It does not pay their 
salaries, does it ? 

Admiral O’Doxneti. No. The countries pay their own salaries. 

Mr. Passman. If we save the life of an American soldier, I am fo 
it. But the argument has always been used that it costs so much less 
to use other troops. If we carried it to the ultimate, we may have 
a rather weak case on that point, if this is about the way we are 
operating. Let us see how much it is per soldier. Will you help us 
on the mathematics there? Let us see how much these other services 
are costing. I believe our figures show about $1,400 per man for 
“Other services.” 

Captain Wayne. $1,400. 

Mr. Passman. Well, we will go back to that later, if necessary 


REPAIR AND REHABILITATION OF EXCESS STOCKS 


You are requesting ——————— for repair and rehabilitation of 
excess stocks, and on page 194 you indicate that the acquisition value 
of the excess stocks programed for fiscal year 1961 is only — — 

Admiral O’Donnew. Yes, sir, but the cumulative value of excess 
stocks through June 30, sir, is about $74 million. 

Mr. Passman. But this is an appropriation for fiscal 1961. 

Admiral O’Donneti. Yes. This is for the repair and rehabilita- 
tion of all the excesses, sir, not just necessarily excesses in the cur- 
rent fiscal year. 

Mr. Passman. I wish you would refer to your records and see if 
you have not been getting money every year for this same thing. 
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Admiral O’DonnetL. Yes, sir; but it is for existing excesses. 
Some of it is ammunition which may have been held for 4 or 5 years. 
This ammunition comes up on a periodic basis, every 3 or 4 years, 
for rehabilitation. It depends upon when the ammunition is ac- 
quired. Let us say they acquired 5 years ago a very large amount of 
ammunition that needs rehabilitation in fiscal 1961, then we have 
to budget it in 1961 to rehabilitate that ammunition. 

Mr. Passman. Admiral, if I should gain the impression during 
the hearings that they are throwing just about everything that the 
mind of man can think of into this program this year, help me get 
that impression out of my mind, if you can, with facts, 

Admiral O’DoNNELL. Sir, these are the facts, that the excess which 
has been put in here already represents $74 million. The money for 
rehabilitation of excess is not confined to the current fiscal year 

Mr. Passman. You are asking as much for rehabilitation as the 
amounts for the excess stocks. How does that compare with previ- 
ous years / 

Admiral O°’Donnett. I shall have to check and find that. The 
point 1is—— 

Mr. Passman. Let us go back to 1959. You had ———— in 1959, 
and you had only ——— in 1960. Then you jumped to 

Mr. Murruy. In both years, you will note it exceeded the value 
of the excess. 

Admiral O’Donnetit. That is correct. The cumulative excess is 
taken care of. 





La Ss 


Mr. Passman. Military assistance for Laos in fiscal 1959 amounted 
to $7,392,000. In 1960 the request went up to $12,493,000, and it is 
proposed to go up to ———- in 1961. Isthat correct 

Admiral O°Donnetu. Yes, sir; that is correct. 

Mr. Passman. What has been the total amount of U.S. military 
aid to this country to date? 

Admiral O’Donneuti. The total amount through June 30, 1960, will 
be $72,360,000 programed. 

Mr. Passman. That is dollar appropriation. 

In 1959, under training, you asked for only $474,000, but it went 
up in 1960 to $2,008,000 4 

Admiral O'DONNELL. Yes, sir. 

Mr. Passman. Now, for fiseal 1961, it jumps up to 

Admiral O'DoNNELL. Yes, sir. —, 

Mr. Chairman, we have a program of training in that country 
Which is bearing the greatest possible fruit. We have American tec h- 
nicians in there who are cooperating with the French technicians. 
There is a basic program of teaching these people how to use their 
Weapons, ae to build roads. They are working in civic action. They 
are going out into the villages and showing the people basic public 
works, basic public health. This training is a tremendous investment. 

Mr. Passman. I am sure that it is for somebody. We notice that 
practically every category is going up. That is what worries us, 
Admiral. You get into the detailed items in all the countries, and 
everything is up, up, up. 
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FILIPINO TECHNICIANS 


How much is budgeted for Filipino technicians and mobile train- 
ing teams for Laos ¢ 

Admiral O’Donnetu. My recollection is that there are 185 Filipino 
technicians, and I think the cost for 18 months is about $1.8 million, 
but I can check that figure. 

Mr. PassMAN. Yousay $1.8 million? 

Admiral O’Donnewt. I think for 18 months; that is correct. Ihave 
the precise figure. Here again, I would like to say, sir, these people 
have gone into all these things that the committee has complained 
about before—warehousing, supply, and logistics. These Filipino 
men have been trained in our Army, and they are out there working 
as civilians at relatively low salaries, and doing a tremendous job. 

Mr. Passaran. Patriotism has carried them out ? 

Admiral O’DonneELL. Patriotism I would say is part of this, sir. 

Mr. Passman. I wish you would send them back to talk to their 
president and get him to talk a little more friendly. 

Admiral O*Donne.x. These are real people. I saw them. 

I think that figure is very close, $1.8 million a year. 

Mr. PassmMan. You may correct the record. 

(The information requested follows:) 

The fiscal year 1961 program for Laos includes 185 Filipino technicians for a 
12-month period for a total cost of - — to the military assistance program. 





OTHER MATERIAL 


Mr. PassmMan. We notice another faith item here, “Other material,” 
for Laos, 

Admiral O’Downewt. I can give you some typical examples of what 
that is. 

Mr. PassmMAn. Does it include clothing and subsistence ? 

Admiral O’Donneti. We are furnishing clothing and subsistence. 

Mr. Passman. Out of this particular item ? 

Admiral O’Donnett. I donot know, sir. 

Here we have forklift trucks for warehousing, steam-cleaning units, 
a 5-ton lock hook, a 20-ton block crane hook, carpenter’s tools, a jib 
boom for a crane, a 3,000-pound drophammer, language laboratory —— 

Mr. PassMan. F< or what purposes do you use that drophammer ? 


PUBLIC WORKS PROGRAM 


Admiral O’DonneELL. We havea big program of public works going 
on, a so-called 99 million kip program, where we are extending roads 
and airfields. This is public works equipment to help with that. 

Mr. Passman. Isthat part of military assistance ? 

Admiral O’DonneELt. No, sir. 

Mr. PassMan. But you are listing those items in the military assist- 
ance program that we are discussing. 

Admiral O’DonnELL. These are equipments for the engineer troops 
who are participating in that. 

Mr. Passman. Out of military assistance, these items that you 
mentioned ? 
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Admiral O’Donnetu. Yes, sir. We are equipping military troops 
out of military assistance. 

Mr. PassMAn. Not out of defense support, but out of military assist- 
ance as such ¢ 

Admiral O’Donnett. This is military equipment for engineering 
troops. 

Mr. Passman. To build roads? 

Admiral O’Donne.u. Yes, sir, and do other military engineering 
tasks. 

Mr. Anprews. As I understand it, Admiral, you are using the troops 
over there to do public works. 

Admiral O’Donnetu. That is correct, sir. 

Mr. Anprews. And the military is furnishing the troops the tools 
to do the work with. 

Admiral O’Donnetu. Yes, sir. 

Mr. Anprews. So in addition to training, they are engaged in public 
works. 

Admiral O’Donne.tu. That is correct, sir. 

Mr. Anprews. What percentage of the time is spent in training, 
drilling, using firearms, and so forth, as compared to work done on 
public projects? 

Admiral O’Donnetu. The building of the roads is considered part 
of their training, getting them ready to be military engineers. ————. 
They were training, the engineer company was going out to work on 
the road to the Vietnam border. They were training them at carbine 
fire. These people watched them on the rifle range. This is really a 
military operation. The fact that they had this equipment means 
they are prepared to do their jobs as military engineers. You get 
the dividend of working in public works around the country. The 

same thing is going on in Vietnam. T hey are building very good roads 
as tr aining operations for these military engineer troops. 

General Parmer. May I point out this is in conformity with section 
105(b) (5) of the Mutual Security Act. 

Mr. Passman. I am not questioning that it conforms with the Mu- 
tual Security Act. I think you can get just about anything you want 
into the Mutual Security Act. 

You have a national roads system under defense support, improve- 
ments to rivers and harbors, rehabilitation of airports, and so on. 

I do not think there is any way ever—— 

Admiral O’DonneELL. These are supplemental programs. Some of 
this work is done by the military. A great many of these small air- 
fields out in the country 

Mr. Passman. Are you familiar with the very substantial amount 
of ro: adbuilding equipment which was parked just outside of Vientiane, 
and it had deteriorated and had been robbed, and it no longer had 
even a salvage value? 

Admiral O’DonnELu. No, I am not directly familiar with that, 
This was not milits ary equipment, sir. 

Mr. Passman. Not military equipment, but I am wondering if pos- 
sibly some of this equipment would not serve the same purpose if it 
had not been parked out there to deteriorate and be stripped until it no 
longer had anything but a very low salvage value. 
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eS et hot 


Admiral O’Doxneti. With the personnel we have in there doing 
the training now, sir, you can be certain that this gear is well taken 
care of. 

Mr. Passman. Thank you. I hope that subsequent GAO reports 
support you in that contention. 

Off the record. 

( Discussion off the record.) 

Mr. Passman. I was in the Navy during ee War II. The 
nearest I ever came to being shipped out of a station was when I 
was materiel officer. Commander Benfield, ace had charge of shops 
in the A. & R. down in Jacksonville, ordered five lathes, and I had 
to sign the requisition. Chief Warren said there are seven of ~ Se 
lathes down at Miami. I held up the requisition for 2 days. Cap- 
tain Rhodes came very near to shipping me out. He said, “You are 
supposed to follow through when a superior officer gives a command.” 
Finally, I talked him out of shipping me out, because I located these 
lathes down there. 

In another instance when a substantial amount of pipe was ordered, 
we found something like seven carloads up in the supply department. 
An order came through for two carloads, and I did not place it on 
a local basis. That time I was told, “Either you do business by our 
presciption or you will get other duty.” So I came very near to 
agreeing that the procurement procedure used was efficient and busi- 
nesslike. 

I am making that statement to indicate that I have had a little 
bit of experience in the type of procurement which is employed. 
You cannot see about all of it. You have to depend upon tens of 
thousands of people. I do not see how you do even as good a job 
as you do. 

Admiral O’DonneLi. —— == 

Mr. Passman. I have had 2 years of personal experience with this 
very thing, and I know how readily it can get out of control. 


New ZEALAND 


Mr. PassmMan. You have not had a program in New Zealand in 
the past; have you? 

Admiral O’Donnetx. No, sir. 

Mr. Passman. You are asking for — for fiscal year 1961. 

Admiral O’Donnett. Yes, sir. 

Mr. Passman. This request is to provide for credit sales financing 
for one increment of New Zealand's requirements for - - mari- 
time patrol and antisubmarine warfare aircraft. 

Admiral O’Donnett. Yes, sir. The idea would be to Joan this 
money to buy these aircraft in the United States and the money will 
be repaid to the United States. 


PHILIPPINES 


Mr. Passman. For the Philippines you had $18,222,000 for the 


MAP in 1960, and you are requesting ———— for 1961, an increase of 
or almost ———— the amount you had for fiscal 1960. 
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Admiral O°Donneti. I should hke to point out, sir, that in 1961 
there is reaction here to the representations of Admiral Felt that 
he is not satisfied with the air defense in the Philippines. You will 
notice we are giving them ——— aircraft. We are giving them 

—, We are giv Ing them a rather expe nsive — system which 
will make the air defense of that country more practicable. 

I point out, too, that we have very important U.S. strategic bases 
inthe Philippines. 


‘THAILAND 


Mr. Passman. Thailand had $17,392,000 for military assistance in 
1959, which was increased to $20,041,000 in 1960. You are request- 
ing - for 1961, an increase of ———— over fiscal 1960. 

What has been the total amount of U.S. military assistance to date ¢ 

Admiral O°Donnetn. The total deliveries, sir / 

Mr. Passman. Obligations. 

Admiral O’Donneti. Obligations? Cumulative obligations will be 
about SB00295.000. 

Mr. PassmMan. What has been the amount of excess stocks / 

Admiral O’Donnetu. The total excess has been $23,511,000. 

Mr. Passman. Are they enjoying a thriving economy out there? I 
like those people. I have been out there twice in the past 8 months. 

Admiral O°Donneti. Mr. Yost here perhaps is better qualified 
about the Thai economy. 

Mr. Passman. Are they getting along nicely? Is their economy 
still thriving ¢ 

Mr. Yosr. Sir, they are probably holding their own. They are 
still having problems in the disposal of their rice. They have gone 
very much onto a loan basis. 

Mr. Passman,. I believe your own justifications would fail to shore 
you up in your position, because it would appear here that you had a 
very substantial increase in the gross national product for 1959 over 
LIDS, and you also had a per capita gross national product increase 
In 1959 over 1958. They also have a favorable trade balance with the 
United States. It would appear that their domestic revenues like- 
wise are up. There are always reasons why people have to do things. 
———. Let us hope we have things to where they could do better in 
the event of another showdown. 

Mr. Yosr. At the same time, sir, they are now carrying an in 
creased debt for capital improvements in this country. 

Mr. Passman. They are doing that a great deal out of grants from 
the United States, are they not’ Let us see what we have given them 
out of other programs which may have had something to do with help- 
ing them. I believe we are extending substantial budgetary support 
to many nations, many of whom are actually operating with a surplus. 

Mr. Murreny. I have the geographic book here, Mr, Chairman. 

Mr. Passman. Let us have it to date through June 30, 


Mr. Murruy. On the nonmilitary side, the total assistance has 
been $215.975.000. 
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Mr. Passman. Does that include development loan and everything? 

Mr. Murruy. No, sir. That is defense _ port and technical co- 
operation. Under the Development Loan Fund, loans have been 
approved in the amount of $22.6 million. 

Mr. Passman. How about Public Law 480? 

Mr. Mureuy. On Public Law 480, they have had some small pro- 
grams. 

Mr. Passman. Let us call it small. How about the bilateral tech- 
nical aid? 

Mr. Murrny. That was included in the figure I gave you eariler, 
Mr. Chairman. 

Mr. Anprews. Could we get the figure for Public Law 480 ? 

Mr. Murrniy. Yes, sir; you could. 


(NotTre.—It is about $300,000. ) 
VALUE OF EXCESS STOCKS 


Mr. Passman. What is the value of excess stocks programed for 
fiscal 1961, Admiral ? 

Admiral O’Donneti. For 1961, ———. 

Mr. Passman. Would this be an increase of about 50 percent over 
the previous year? 

Admiral O’Donnei. The previous year was $4,721,000, so it 
would not be 50 percent. It would be about ——. 

Mr. PassmMan. Wait just a moment. What is the value of excess 
stocks programed for fiscal 1961 ? 

Admiral O’DonNELL. — 

Mr. Passman. That is in addition to the ———— million in military 
funds? 

Admiral O’DonneELL. Yes, sir. 

Mr. Passman. And, of course, the defense support and all the 
other items would be in addition to this. 

Admiral O’DonneELL. Yes. 

Mr. Passman. Off the record. 

( Discussion of the record. ) 


AIRBASE IMPROVEMENTS 


Mr. Passman. Admiral, is the — 





requested for construction 


thee ost of the ———__? 

Admiral O’DonneELL. It is airfield construction. Because of the 
location of these sites, Mr. Chairm: an, ———— where we have very good 
airfields in place, I ‘would surmise these are ——— equipment. I 


cannot tell precisely from the format. They are airbase improvements. 
Mr. Passman. What are some of the others? Let us get just a 
general idea. We are familiar with a highway program over there 
that cost slightly more than we estimated. Is there anything else? 
Admiral O’Donnetx. Off the record. 
(Discussion off the record.) 
Mr. Passman. Are those military or civilian bases, or both? 
Admiral O’Donnett. They serve both purposes. Koke Kothien is 
solely military: Korat is both. 
Off the record. 


te 


t] 


n 


hy 


hing? 
al co- 
been 
1 pro- 
tech- 


riler, 


“i for 


t over 
so it 


excess 


litary 


ll the 


uction 


of the 
y oood 
nt. 

nents. 
just a 
there 
se? 


iien is 


2525 


( Discussion off the record. ) 

Mr. Passman. Do American commercial planes land at any of those 
bases overseas ? 

Admiral O’DonneELL. Yes, sir. 

Mr. PassmMAn. That would also help in the around-the-world sys- 
tem. It would help the airlines in this country. 

Admiral O’Donnet. Yes, sir. 

Mr. Passman. It makes it a better system for them, better bases. Is 
that part of the reason for it? 

Admiral O’DonneEtu. I do not think this is the reason we are here. 

Mr. Passman. I did not say that. 

Admiral O’Donne.u. But these bases serve both military and 
civilian purposes. 

Mr. Passman. They would serve the around-the-world airliners? 
Do they use them ? 

Admiral O’Donnetit. No. The only one that good is at ———. 
It has a military and a civilian side. This is for the military side. 


OTHER MATERIALS 


Mr. Passman. Do you have anything in Thailand for “Other 
materials” ¢ 

Admiral O’Donneti. We have —, Mr. Chairman. 

We have forklift trucks, a variety of them, with a total MAP cost 
of about $30,000. We have handlift trucks, $1,000. We have gravel 
conveyors, about $40,000. We have tractors, one group, $7,000; air 
compressors, $4,000 and $2,000; drafting sets, about $2,000 for a va- 
riety of them; repair equipment 

Mr. Passman. What kind of drafting do they do there? 

Admiral O’DonneEtt. For engineering forces, sir. This is for work 
the ‘vy do in military engineering. 

Mr. Passman. How many drafting sets? 

Admiral O’Donnext. Seven of one, four of another, two of 
another. 

Mr. Passman. You have only 13 drafting boards at a cost of 
$2,000 ? 

Admiral O’Donne.u. These are drafting sets. 

(The following information was submitted for the record :) 








The fiscal year 1961 program for Thailand includes seven No. 1 drafting sets, 
totaling $1,700; four No. 2 drafting sets, totaling $800; and two No. 3 drafting 
sets, totaling $1,000. 

Description of drafting set No. 1 follows: This set is used for field drafting 
work by battalion and company headquarters combat units in preparation of 
charts, sketches, overlays, and similar functions. The set provides, in portable 
form, basic drafting equipment, notebooks, slide rules, accessories, and supplies 
hormally required by a headquarters combat organization. It is contained in a 
Single chest weighing 225 pounds and having a volume of 13 cubic feet. 

Description of drafting set No. 2 follows: This set provides, in portable form, 
basic drafting equipment and supplies suitable for use by a company or similar 
units having a need for relatively small amount of field-type drafting work. 
Sufficient equipment and supplies are provided for one draftsman as normally 
required in field-type drafting operations. The set weighs 286 pounds and has 
a volume of 19 cubic feet. 

Description of drafting set No. 3 follows: This set is intended to provide, in 
portable form, basic drafting equipment and supplies for field use by headquar- 
ters and headquarters service company, general service regiment and similar 
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organizations in preparation of charts, sketches, and similar functions. It 
contains drafting equipment and supplies, slide rules, map measurers, and re- 
lated items and is contained in two chests and a crate with total weight of 580 
pounds and total volume of 42 cubic feet. 


OTHER SERVICES 


Mr. Passman. Anything for “Other services” 

Admiral O°’DonneELL. We have an item for $95,000 for other sery- 
icse, Which is not further broken down. 

Mr. Passman. Isthat to bal: es , 

Admiral O°’ DonNELL. No, s 

Mr. Passman. If you oa — us an idea. 

Admiral O’Donneui. I will. si 

Mr. Passman. This is another faith item for the time being; is it 
not / 

(Silence.) Thank you. 

(The following was submitted later :) 


The $95,000 item is for a nutritional survey of military significance. 
VIETNAM 


Mr. Passman. Does our civilian component in Vietnam work well 
with the military ¢ 

Admiral O’Donnett. I think there are good relationships in many 
places. 

Mr. Passman. Do they exchange information ? 

Admiral O°DonneELL. Yes, sir; I went to Karat recently and there 
was fine relationships. 

Mr. Passman. And they exchange information, and complement 
each other on these programs ¢ 

Admiral O°DonneLi. To a substantial degree; it varies. 


HIGHWAY PROGRAM 


Mr. Passman. Please spend more time there if you can. We ran 
into a highway project in that area under the civilian program, which 
they had pl: anned to build for about $18 million, and we found out it 
had been amended by about some $500,000. 

Upon examination they said there was a possibility it would cost 
S85 million. 

I asked if it might not be $100 million. They said it would not, but 
within 10 minutes it was acknowledged that the cost would be $129 
million. 

If they work too closely together, you please take a little look, be- 
cause too many programs like that and we will have a busted Treasury. 

Mr. Taner. Are they building it ? 

Mr. Passman. They are going full steam ahead right now. 

It went from about $18 million to $85 million. The witness thought 
he would rest his case, but I suggested that it might cost $100 mil- 
lion: he said he didn’t believe it, but within a few minutes had 
acknowledged it would cost over $129 million, when the local currency 
portion was put in. 
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They are fine people, but they get some high-faluting ideas about 
these projects. 

Believe me, sir, they are becoming extremely expensive. 

The MAP appropriation for Vietnam was $44 million-plus for fis 
eal 1960, and you ask for —million dollars in 1961. 


START AND COST OF PROGRAM 


When did we start the military assistance program in this country ¢ 

Admiral O'DonNneLL. 1954, I believe. 

Mr. Passwan. What has been the total cost of the program ? 

Admiral O°Donnett. The cumulative total cost has been through 
June 30. 1960, $490,477,000 programed. 

Mr. Passman. How about the excess stocks / 

\dmiral O'DONNELL. $50,871,000, 


TANKS 


Mr. Passman. Have we provided any tanks for any of these coun- 
tries out in that area, Thailand, Vietnam, and so on ? 

Admiral O°DonNNELL. No, sir; in the past some light tanks might 
have been provided. 

Mr. Passman. How many light tanks in the past ? 

Admiral O’Donneti. None are shown for Thailand. 

Mr. Passman. For Vietnam / 

Admiral O° DoNNELL. Some are shown for Vietnam. 

Mr. Passman. Light tanks / 

Admiral O’DonNNELL. Yes: - cumulative light tanks through 
June 30, 1960. 

Mr. Passman. Are they equipped with pontoons, or how will you 
se them out there / 

Admiral O°Donneit. The northern part of Vietnam is regular ma- 
neuver area. Up against the 17th parallel you have an area between 
the mountains and the ocean where the national highways go and the 
railroad. This is not swampland. I visited here about 10 days ago. 
They had tanks and places to put them. This is a different situation 
from down in the southwest area of Vietnam where you buck the 
deltas. 

Mr. Passman. Is one ———— budgeted at a cost of - a new 
development ? 

Admiral O’DonneLt. One taken out of mothballs and rehabilitated. 

Mr. Taner. What will vou do with it after they get it? 

Admiral O’Donnett. Did you say - ship, sir? 

Mr. Passman., - —. 

Admiral O° Donne. Rehabilitated cost. 

Mr. PassMan. - ¢ 

Admiral O°7DoNNELL. Yes. 

Mr. Passman. Is that the same type you will have in the Philip 


pines ? 
Admiral O’DonNELL. Yes. 
Mr. Passman. You get for S750,000 in the Philippines. 
\dmiral ODoNNELL. - for the Philippines. 


Mr. Passmawn. It is 


53909— 60— pt. 2 7S 








2528 


Admiral O’Donnetxt. In the Philippines there are no — We 
have scheduled for overhaul in the Philippines. They are overhauls 
and not additional ships. This report does not distinguish between 
a ship and overhaul. 

You are getting ———— new in the Philippines but — 
overhauls, ———— 

Mr. PassMAn. W e have no way of knowing from the justifications, 

What will they do with this ——— ship out in Vietnam? 

Admiral O’Donnet. As you know they have a very serious prob- 
lem with Communist dissidents in Southwest Vietnam. They are 
taking special measures there now to set up a supreme commander 
with a naval officer on his staff. 

One of the ways to combat this will be to take care of the superior 
communication by sea in this very difficult area to increase the mobil- 
ity of its troops. 








ship 


OTHER MATERIAL 


Mr. Passman. We notice another “other” material item in the 
amount of ———— for Vietnam. Give us an idea of what that includes, 

Admiral O’Donnett. We have forklift trucks, a motorized grader, 
three motorized graders. 

Mr. Passman. In Vietnam? 

Admiral O’DonneELL. Yes, sir. 

We have an oil-steam boiler, a 5-ton boom, electric grinder, another 
drophammer. 

A piledriver, saws. I might say in this sort of thing I witnessed 
about 10 days ago the Vietnamese Army building a road ; 
This was being done as a training project with their own equipment. 
They were doing a splendid job. 

Mr. Passman. It seems this item started down in fiscal 1960, but 
it started back up in 1961. 

Have you used that fund for similar items in the past ? 

Admiral O’DonnEtt. Yes, sir. 

Mr. Passman. Didn’t you get all you need ? 

Admiral O’Donnetu. I watched this job out there ——— and they 
were using seven bulldozers. They had a little U.S. Army supervi- 
sion. They were using their own engineer troops for training, and 
they also had three Phileo American technicians working out in the 
jungles with them. They had seven bulldozers there and kept six 
going. 

By the time they finish a job the stuff will be pretty well beaten 
up. 

Mr. Passman. That opens up a market for new ones, too, if they 
beat them out. I like your forthright honesty, sir. 

Mr. Anprews. Do you find most of this stuff from the United 
States? 

Admiral O’Donnett. The engineering equipment all comes from 
the United States, sir. As a matter of fact, the Caterpillar Co. and 
other people have large organizations in Saigon and Bangkok. 
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CONSTRUCTION OF AIRFIELD FACILITIES 


Mr. Passman. What airfield facilities are being constructed at a 
cost of — in Vietnam / 

Admiral O’Donneti. The work is going on at the following cities: 
Danang, Kontum, now the terminus of the road which will go later: ally 
from Laos, a pi king area at Danang, cantonments at That Son, Hue, 
Irdakto, Kontum, Da Nang, Pleiku, Dong Ha, Catecica, Banmeth, 
Chonth: ak, Ben Cat, Banmethut, and an item here for road-construc- 
tion training, engineering. 

Mr. Passatan. They will have a better system than we have in the 
United States if you finish these projects. 

Admiral O’Donnetu. These cantonment jobs average around 

$20,000, sir. The airfield improvements at 3 locations total ———. 

Mr. Passman. Do they have commercial airports? 

Admiral O’Donnetu. There is one that is and another that can be 
used as such. 

Mr. PassMan. Are we in the process of building a super airfield out 
in Vietnam, which is being planned so that all the big commercial 
airliners can come in ? 

Admiral O’DonnELL. Yes, sir ; ——— 

Mr. Passman. I wonder if our American airlines are cooperating 
with us on that project ? 

Admiral O’Donnetx. I don’t know of any cooperation, sir. 

Mr. Passman. They are going to use it, however; are they not? 

Admiral O’DonnELL. We w ould hope so. 

Mr. PassMan. You said these airports cost $20,000 each, and you 
have over ———— million just for this year alone. 

Admiral O’Donnetu. This is a total for construction. It does not 

include only the airfields but certain Army facilities as well. 

Mr. Passman. We have had programs like that in the past. In 
1959 it went up to ———- and it was brought down to ——— in 1960. 
But it goes up to ——— in fiscal 1961. 





Far East, UNDISTRIBUTED 


Mr. Passman. You received $3,510,000 in fiscal 1960 for the Far 
East, undistributed. You ask for $993,000 this year. What amount 
do you have in the way of credit undistributed as of June 30? 

Admiral O’Donnetu. At June 30 we will have an unliquidated 
amount of $6,396,000. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Passman. Is that not a very substantial pipeline for that item? 
Irefer to training and publications. 

Admiral O’Donnet. Yes, but you will notice we are going in for 
a very much lower figure so this will draw down the pipe line. 

Mr. Passman. It seems this has been one of those for which you 
have received money in excess of needs in the past. 

Admiral O’DonneE tt. I think it is reflected in the figure asked for of 
$993,000, Mr. Chairman. 
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Mr. Passman. I will admit it would have taken a lot of nerve to ask 
for more, with this sort of unliquidated balance in training and pub- 
lications. 

Admiral O’Donne.u. There are certain expensive elements, for 
example in the mobile training detachment and in some of the training 
weapons demonstrations. 

Mr. PAssman. I do not. see why you should have such a large bal- 
ance there, but perhaps I am not supposed to understand it. 


Far East Venicte Program 


Mr. Passman. For the Far East vehicle program, is this a classified 
figure ? 

Admiral O7DoNNELL. No. 

Mr. Passman. In fiscal 1960 you had $52,741,000. You are asking 
for an additional $51,798,000 in fiscal 1961. What is the unliquidated 
balance in that account ? 

Admiral O°7DonneEtt. On June 30, 1960, the amount is $52,825,000. 

Mr. Passman. Last year this program included a request. for $6.8 
million for operation and maintenance of the plant at Tokorozawa, 
Japan. 

Did you get enough last year to finance it, and did you get enough 
this year? 

Admiral O°’DonNELL. No,vsir. 

Mr. Passman. How will you finance it this year? 

Admiral O'] JON NELL. It is carried in a separate worldwide program 
this year. 

Mr. Passman. Actually, then, you have no decrease in that figure if 
you transfer it out. Last year you included the 86.8 million in the 
S$52.741.000. This vear you ask S51.798.,000 and this item is being 
transferred to a different account : so, in reality, there is no decrease; 
is there ? 

Admiral O’DonNELL. No, sir. 

Mr. Passmawn. In fact, it would be an increase of about S7 million ? 

Admiral O'DONNELL. Yes, sir. 

Mr. Passman. Why would you change the rules from one year to 
the next on that ? 

Admiral O’DonneExtuL. There is no change of rules here, Mr. Chair- 
man. 

Mr. Passwan. Last year you had it in this item, Admiral. 

Admiral O°’Doxnewn. This is bevond my comprehe nsion. sir. 

Mr. Passman. If it is beyond your comprehension 

Admiral O°DONNELL. I meant beyond my competence, sir. I do 
not make these presentation arrangements. 

Mr. Passman. Some of these days this committee will get smart and 
know these books. Then there will be red faces. 

Mr. Suaw. Have you asked a question about the motor vehicle re- 
builds ? 

Mr. Passman. Last year you had $52,741,000, which included $6.8 


million for operation and maintenance of the plant at Tokorozawa, 


Japan. 
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We were about to get our courage up on this side of the table when 
we discovered you asked for only $51,798,000 for this item for fiscal 
1961. 

Then we found out that the item for the operation and maintenance 
of the plant in Japan had been transferred to another account; so it 
is an increase, rather than a dec rease, if we take the two into account. 

To which account did you transfer this maintenance and operation 
account ? 

Mr. Suaw. This is included under miscellaneous in the nonregional 
programs. 

Mr. Chairman, I think it would be well for the committee to under- 
stand that in this item, in the cumulative figure, there is included an 
amount of money which represents the annual increments for the 
Japanese motor vehicle purchase program. That started in fiscal year 
1957, $33 million was obligated for the purpose. 

In 1958 the amount was $17.9 million. 

In fiseal vear 1959 it was $48.4 million. 

In fiscal year 1960 it was $40.8 million. 

We are requesting for this purpose in fiscal year 1961, $40.4 million. 
That is a total of 8180.6 million to purchase World War II type 
vehicles that are being manufactured in Japan. 

Mr. Passman. I visited the plant. What I am trying to find out is 
why in fiseal 1960, were a $52,741,000 item is shown, it included $6.8 
million for the operation and maintenance of the plant. 

Admiral O'DonNeLL. Yes, sir. 

Mr. Passman. This year you are asking for $51,798,000, but we find 
out this operation and maintenance item is in another category. It 
has been removed from this item and carried over into another. 

What amount are you asking for the same item for fiscal 19614 

Mr. Saw. It is included in the figure of $18,750,000. 

Mr. Passman. How much would be for this one item, operation and 
maintenance for fiseal 1961 ? 

Mr. Suaw. I do not have it here. 

Mr. Passman. You can see why the committee is confused. Opera- 
tion and maintenance is $7,900,000, Tt Jumps up in each succeeding 
year. I do not want to make an issue of the point, but I have been 
trying for all of these years to understand this program, and get to 
where I could discuss it intelligently with you. 

Then we come along and see where the Far East vehicle program 
appeared to have heen reduced slightly: but when we bring up the 
question of the $6,800,000 in last year we find out this has been trans- 
ferred into another account, and we do not know how much it amounts 
to and neither do the witnesses. It leaves us wondering. 

Mr. Suaw. This will be covered in the nonregional presentation. 

Mr. Passmanx. Why was it changed from the manner in which it was 
earried in the past ? 

Mr. Suaw. A cleaner way of showing the cost of operations. We 
have other MAP operated installations and we wanted to include the 
cost of operating this installation in the same group. 

The reason there is an additional requirement for the repair of 
motor vehicles at Tokorozawa is because we have been operating for 
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the last several years on spare parts which were collected in Japan 
as excess and made available to this depot. 

Those spare parts now are being purchased to some degree, not 
entirely, but still using some of the excess. It is the requirement for 
additional spare parts which must be purchased which justifies the 
increase for this item. 

Mr. Passman. You do understand how we would be confused, by 
looking at the Far East vehicle program last year of $52 million-plus, 
which included this amount; and when we try to arrive at this, and 
try to establish there is a reduction, we find out that in all probability 
there i is an increase of $16 million, because you have taken part of the 
items in this account last year and put it into another account, or an- 
other item ? 

UNIT COSTS OF REBUILT AND NEW VEHICLES 


What is the unit cost of the 5,958 rebuilt vehicles you propose for 
1961 ? 

Admiral O’Donne.t. $11.4 million. 

Mr. Passman. We want the unit cost. 

Admiral O’Donneti. About $1,900, sir. 

Mr. Suaw. I can break that down, Admiral. 

The unit cost for rebuild of a quarter ton is $830. That is for a 
quarter ton truck. 

The rebuild cost for a three-quarter ton truck is $1,486. 

The rebuild cost for a two and a half ton truck is $2,241. 

Mr. Passman. Are we getting fairly close to the new price, if you 
do not include the freight on the three-quarter ton ? 

Mr. Suaw. No, sir. 

Mr. Passman. What kind of a truck is that? 

Mr. Suaw. A weapons carrier. 

Mr. Passman. What is the new equipment price? 

Admiral O’Donneti. New price for the U.S. vehicle is about $4,000 
as of 1955. 

The new price on a Japanese vehicle is 

Mr. PassmMan. Give us new price, Japan. 

Admiral O’Donnett. Around $2,300. That includes packing and 
crating. 

Mr. Passman. Isthat the three-quarter ton ¢ 

Admiral O’Donnet. Yes. 

Mr. Passman. If you take off packing and creating, as the rebuild 
cost. does not include packing and crating, give us the raw price. 

Admiral O’DonNELL. $2,099. 

Mr. Passman. It is close to the new price, then. It is about 75 per- 
cent of the price of a new one. 

Admiral O’Donnetu. Yes, sir. 

Mr. Passman. What is the unit cost of the 14,984 general purpose 
vehicles, and how does that compare with prior years? 

Admiral O’Donnett. I will give you unit costs with spare parts in 
Japan. One-quarter ton truck is $1,388. 

The three-quarter ton truck is $2,099. 

Two and a half ton truck with winch is $3,728. 
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Two and a half ton truck without winch is $3,542. One is with a 
winch and the other without. 

Mr. Passman. How does that compare with prior years? 

Admiral O’Donnetu. These are the fiscal 1959 contract prices in 
Japan. I believe this contract was extended at substantially the same 
prices but I do not have the precise information. 

Mr. Anprews At this point can we get the Admiral to put in prices 
for the latest American trucks of comparable duty ? 

Admiral O’DonNELL. Yes, sir. 

(The information requested follows :) 


Price of currently procured U.S. trucks (price imcludes concurrent spares for 1 year) 








Vehicle Price 
a cia matte ss Sicasaicots alo lal va etoioun aces ee muiktciiaipek cians U.S. Army—M151_---......- | 2, 804 
a eke eee anbaae me geell .| U.8, Army—M37........... 4, 261 
ita MTG Ooo a tse | U.S. Army—M&85. .......... 8, 987 


Note.—Trucks procured in the United States for the U.S. Army have provision for deep water fording 
plus ignition shielding and suppression which is not included on Japanese trucks procured for MAP. Esti- 
mated cost of these items on the U.S. truck is 4 ton, $262; % ton, $283; and 244 ton, $355. 


Mr. Passman. Do you send vehicles to countries other than those 
inthe Far East in this pool ¢ 

Admiral O’DonNELL. No, sir. 

Mr. Passman. Do you send any of these vehicles to U.S. forces in 
the Far East ? 

Admiral O’DonNELL. No, sir. 

Mr. Passman. They get new ones 

Admiral O’Donne.u. They get vehicles from their own U.S. Army 
supply, sir. 

Mr. Passman. Do you have asurplus of these vehicles ? 

Admiral O°DonnELL. No, sir, a dire shortage of vehicles, of service- 
able vehicles. 

Mr. Passman. Mr. Conte? 


LAOS TROOPS 


Mr. Contr. How many troops do we have in Laos ? 

Admiral O’DonnELL. ———— troops in the Lao Army. There are 
additionally ———— in the so-called auto defense corps, to which we 
contribute rice money when they are on active duty and some ammu- 
nition. 

INDONESIAN PARLIAMENT 


Mr. Conte. At this point in the record I would like to have you 
submit the makeup of the Indonesian Parliament. 

Mr. Pererson. I would like to get better figures than those I now 
have. They cover only the parliamentary structure there and I would 
like to submit for the record anything further that is available. 
I think it would be more responsive to the chairman’s question. 

(The information may be found on p. 3081.) 
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THAI FORCES 


Mr. Conte. Referring to the Thai forces, how many wings do they 
have ¢ : 

Admiral O° DoNNELL. air squadrons, sir. They have had 
some old aircraft which are now being replaced in the current year 
with — aircraft. 

They specialize in troop support toa large degree and work closely 
with their army. 

Mr. Contr. How many divisions do they have 

Admiral O°Donnetyi. They have infantry divisions in the 
mutual security program. They have a in addition. 

Mr. Contre. They have a crackajack army and air force out there, 
have they not / 

Admiral O°DonNeELL. Yes, sir. 

Mr. Contr. One of the best. out there, is it not / 

Admiral O°’Donneci. I would say bet ween them and the Vietnamese 
it would be a tossup. I think the Thai in the past. have not had as 
good a reputation as they deserve. 

I know General White, the U.S. Army commander in the Pacific, 
made a close inspection of the Thai Army and he was extremely 
pleased with what he saw. 

I saw some of this myself. I am not a soldier, but it looked good to 
me. 

Mr. Contr. I saw some of it this fall and I also spoke with their 
Minister of Foreign Affairs. He pulled no punches and said he was 
with the United States 100 percent, and if anybody tried anything 
against the United States or against any of the SEATO countries the 
Thai would be in there pitching all the way. 

Admiral O’Donnett. I think the State Department people can bear 
this out. They are with us right down the line. 

Off the record. 

( Discussion held off the record. ) 


ALLOTMENTS, MILITARY EQUIPMENT, AND AMMUNITION 


Mr. Taper. T have a general question I would like to ask relating to 
all of these projects. I would like to see a table made up showing the 
allotments for each country for last. year, and the proposed amount for 
this year, 1961; and another column showing the amount of military 
equipment and ammunition out of surplus. I would like to have it all 
the way through. 

Mr. Passman. Will you be able to prepare that for us? 

Admiral O’Donneti. Yes, sir. 

(The information requested is classified and has been furnished the 
committee. ) 

FORMOSA FORCES 


Mr. Contr. With regard to Formosa, how many wings do they 
have ? 


Admiral O’Donnett. They have ——— air squadrons. T believe 
the figure is about aircraft. As you know, in the 1960 program 
we included : 20 went in last month, 20 going in this month, 


and 20 in the early part of the summer. 
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Mr. Contre. They were complaining about the type of aircraft. 

Admiral O(Donneun. They had F-s6’s. Our own Air Force is still 
using some of those. 

Mr. Contre. They have good pilots out there. 

Admiral O"'Donnety. They certainly do. In the Taiwan Straits 
they were 8 to 1 in victories over the Communists, and the Commu- 
nists had somewhat better gear. 

They have squadrons with a unit equipment of — air- 
craft. These are tactical fighter squadrons. They have an all- 
weather fighter squadron, 

They have & Composite reconnaissance squadron, ur- 
craft, transport squadrons, of about - aircraft. 

Then there are miscellaneous types of planes. 

Mr. Conve. [have nothing further. 

Mr. Passman. With surplus agricultural commodities excluded 
from our trade with Europe last year we had a trade deficit. We had 
a trade deficit with Latin America. We had a $124 million trade 
deficit with Japan. 

Taking into account fiscal 1961 alone, if we placed an order with 
Japan for 18,526 trucks at a cost of $14,400,000; and then for the 
sume item there had been $40,800,000 for fiscal 1960, $48,400,000 for 
fiseal 1959, $17.900.000 for fiseal 1958, $57.330,000 for fiseal 1957, or 
a figure approaching $200 million just for trucks in Japan in those 
» vears—if this is right it was not intended for me to understand how 
our economy works; but I shall ask this question : 


TRUCK PROCUREMENT PROGRAM 


With the $40,400,000 you are requesting for 18,526 trucks for fiscal 
1961, where will these vehicles be used? In what countries? 

Admiral O*Donnett. General and special purpose vehicles 

Mr. Passman. Tell us total countries. 

Admiral O°DonneLL. Cambodia - 

Korea about 

Laos 

Philippines - 

Thailand - 

Vietnam — . This includes both general purpose and special 
purpose vehicles. 

Mr. Passman. Why does this not show up in the country program ? 

Admiral O'Donneti. I don’t know, sir. It is very clear. It is here 
as a regional program. I rather had the same question and caused 
my people to make a breakout. 

‘Mr. Passman. They are not having to stack these trucks on top of 
each other, are they / 

Admiral O’Donneti. No, sir. They are very badly needed in all 
these countries. I saw these trucks about 10 days ago up against 
& Communist border in Vietnam, and the Vietnamese Army people 
were greatly pleased with them. 

Mr. Passman. I will bet they are pleased. 

What is the average life of these trucks? 

Admiral O°Donneti. World War IT trucks are still in service. 

Mr. Passwan. I refer to the new trucks. 
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Admiral O’DonneExu. I should guess they would have a comparable 
life to ours. 

Mr. Passman. Those you refer to had service in Japan, and the 
service cost is 75 percent of a new truck. 

Admiral O’Donneti. That is right. 

Mr. Passman. This is one little item we ran into. I don’t under- 
stand it. 

Admiral O’Donnetit. These Japanese trucks are very durable, 
They have diesel engines. 

Mr. Passman. Would you not finally get all you need ? 

Admiral O’DonneEtu. No, sir. 

Mr. Passman. If you keep putting in an increase every year; 
undoubtedly they are usable for 3 or 4 years / 

Admiral O’Donnett. But there has been a shortage of these trucks 
all the while. There has been a grave shortage. 

Mr. Passman. You have had money for them. I have been out 
there when it was not a question of just a few; you had literally 
acres of them just stacked up. I should say you had acres and acres 
of trucks out in Okinawa waiting for them to be shipped into Japan. 

Admiral O’Donnett. This program had to compete with other pro- 
grams in the Commander in Chief’s view. It showed we had less than 

percent of our truck requirements on hand and serviceable in 
the Far East region. 


EXCESSIVE STOCKS OF SPARE TIRES 


Mr. Anprews. Are you keeping a check on the tires and tubes bought 
for these trucks? 

Admiral O’DonnELL. Yes, sir. 

Mr. Anprews. We were told last year about someplace where they 
had a whole mountain of tires and they figured it out and showed they 
had 40 spares for each truck. 

Admiral O’Donnett. That was in Korea. This has been cleared up. 

Mr. Anprews. What plan do you have with regard to buying spare 
tires for these trucks? Do you havea rule of thumb? 

Admiral O’DonNELL. Yes, sir. 

Mr. Anprews. How many spares for each truck ? 

Admiral O’Donnett. It depends on the truck. I don’t know off- 
hand, but I will find out. 

Mr. Anprews. Will the spare tires be paid for out of this appro- 
priation of $44 million? 

Admiral O’Donnetu. I quoted a certain price here. The $1,388 
for the one-quarter-ton truck, and $88 is for spares such as tires, tool 
kits, and so on. 

Mr. Anprews. Can you give usa non ikdown for one particular spare 
kit and tires and what goes with a truck ? 

Admiral O’DonneEtL. Yes, sir. 
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Mr. Anprews. All of which is included in the roll-away price ? 

Admiral O’DonNELL. Yes, sir. 

(The information requested follows :) 

Each 14-ton 4 by 4 truck procured in Japan for the military assistance program 
is equipped with a spare wheel, tire and tube, lubrication instructions, mainte- 
nance manual, tool kit consisting of pliers, screwdriver, adjustable wrench, plug 
wrench, and wheel stud nut wrench. 

In addition, the following items are provided as maintenance spares for these 
trucks. 


Items and quantity for 100 vehicles 
Shock absorbers: 


acacia cg asm een Seen an aeons 16 

ck sa ga es a lc ge mn eiepeeemma odio cahiaesineienmaal 16 
I a aces ce sent catered ie gh SEO eep ecan mas mee di stcaings exten an caesar sinnen pale easaceeee 6 
ena a MN NR SRI UN a cic steiner eememenin gees 8 
I casi acs cn ems sheets os tein eaeabs cs ooeopeotae oe 8 
I NNO aes empty sab en comp mnie on oc i eae ehidale oacin ss eases CRIS 8 
Axle assembly : 

Peont (witty brakes, tube, and drums)... noe nn ke 3 

Beer (with brakes, haps, and drums)... nnn i cect nnce 2 
Bearing : 

In al ces amass ace spain ty ws eevee tvetnaieesiiabs noob ae 16 

Ne coy ok ee ee lpg naan eral 8 


Bearing set: 
Connecting rod (complete set for engine)... coe 8 
Main bearing (including front, center, and rear bearing) 

Belt, fan 

INN or ie ere gianna ncn eerimoninmaeninioadein 80 

Element, fuel filter 

Bowl, fuel pump 

Brush set: 
Generator: (complete set for 1 generator) 1... snes 24 
Rineer 1Coemiele GOb TOP 2 BLBTIED) ooo oo or ei nities eee eeneendane 2 

Cable: 

SR eno eee a eee keen 
Battery to switch 
Set, spark plug 

Cap, distributor... = so on no ew 

Cap and strained assembly with gasket 

Cap, radiator with gasket 


Meomaom 


8 
Capacitor, distributer_........--..---..-.....~...-----.---------------=- 16 
Carburetor, assembly_...........-...-.-.....-._..~--~.----..--=----.=--- 8 
Kit, Carburetor repair, containing gaskets, needle valve, and seat and mis- 
cellaneous small parts.............---~.....-..~.-~--~----~.-...----.--- 16 

Coll; janition. ... nono nn ei seen sae nnn 16 
Coil, field: 

a I as cs cash emaseaaedin nae aa a ea ciaeineil nes aleoaaaaoma 4 

a a a ia ean ainase km eae age ee +t 
Connector, master cylinder brake line-_---------------------------------- 8 
Control : 

Choke, assembly_..............~-...---.~...~----~---==-------------- 8 

Throttle, assembly _...--------------------------------------------- 8 
Countershaft, transmission cluster gear___.------------------------------ 8 
Cushion, engine support: ; 

a seis ps fakin ab mace cok ao ren Sth nena om ee 5 

Oi a gi acre le Bint als be Sei ei ae me 16 
Cylinder, master, assembly_........------------------------------------- 8 
Kit, master cylinder repair, containing piston, cups, valve, miscellaneous 

gaskets, and small parts_.______--.------------------------------------ 16 

Wheel cylinder front (complete) -_.-------------------------------------- 8 
Kit, wheel cylinder repair, containing boots and cups-------------------- 16 
Wheel cylinder rear_.........-...-------------------------------------- 8 
Kit, repair, rear wheel cylinder, containing boots and cups_---------------- 8 
iat. elatch. (wits Pee conn hen eee ee cemee ees nae e 24 
Distributor, ignition, assembly........---------------------------------- 4 
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Items and quantity for 100 vehicles—Continued 


Kit, repair, distributor, containing points, rotor, capacitor, and miscellaneous 
small parts 


‘ etintak niieitleninseh ainnanigtenihes te as ae . 16 
Drive, Bendix. etarter.......2...-... ie é es 8 
Drum: 
OCA POE i sti ‘ a a 4 
Rear wheel brake , ae = «ae 
Kit, element oil filter w/gaskets___________~_ 7 = : eee 240 
End: 
Steering tie rod left assembly, complete w/nut and cotter key 16 
Steering tie rod right assembly, complete w/nut and cotter key 16 
Pngine assembly w/clutch, w/carburetor, distributor, water pump, oil filter, 
manifolds, coil, starter, generator, fuel pump, and other items necessary 
to make the engine and clutch assembly complete 4 
Facing, clutch disk w/rivets See a ; ; 16 
Filter: 
Fuel assembly_- : 4 


Oil assembly, complete w/element and gasket ; 4 
Gasket set: 
Carburetor repair 


estas erate ss . site paid ee 16 
Engine overhaul, contains all gaskets required to overhaul engine 16 
Engine valve job, contains all gaskets required to grind valves : 32 
Front axle, contains all gaskets and seals required to repair axle : 16 
rear axle, contains all gaskets and seals required to repair rear axle__- 16 
Exhaust manifold (excluding intake manifold gasket). Intake manifold 

gasket is not used for CJ3D 8 
Oil pan a ie 24 
Transfer, contains all gaskets and seals required to repair transfer 

assembly . : : 2 Se 
Transmission, contains all gaskets and seals required to repair trans- 

mission Sekirei meek ee . sliesicoae cei a 

Gear : 

Flywheel ring = a ertbeaneeh ipa . cnet ba 
Set, differential, ring and pinion : 
ot ae ite Salas popes pid oe on? § 
Rear _- 


Speedometer drive 
Speedometer driven 
Steering assembly (complete) 
I SS a 
Transmission countershaft 
Reverse idler____- ‘ 
Transmission main shaft 


| 
I 
' 
! 
| 
' 
! 
| 
QO G CO OO > * CO 


g 
Generator assembly (complete) 2 . 8 
Head, cylinder_- . goat 2 
Hose radiator: 
Inlet w/2 clamps 16 
Outlet w/2 clamps 16 
Hub, wheel front: 
Left - ae ie s 2 
Right ane j 2 
Wheel rear ie ~ ~ 4 
Nut, crankshaft starting ere ¥ = 4 
Kit, repair: Clutch pressure plate containing levers, springs, pins, and 
miscellaneous small parts_______- : 16 
Voltage regulator tee ae al : ; ‘ 16 
Fuel pump, containing rocker arm, valves, and miscellaneous small parts 32 
Generator, containing brushes, bearings, bushings, and miscellaneous 
small parts 32 


Oil pump, containing shaft, gears, and gaskets, and miscellaneous 
small parts Se , Se ais , : 8 
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Items and quantity for 100 vehicles—Continued 


Propeller shaft universal joint, containing journal, bearings, and miscel- 


Senay een nn WON SS aoa ceee _..- 160 
Starter, containing brushes, bearings, and/ or bushings, “and 1 mise -ellaneous 
amall DATs. gee ee asia ee ee ea eee 
Water pump, containing - impeller w/shaft, seals bearings, gaskets, and 
nm mmeINUNe UNIT? “TIO = nt ne ncn Lert eet ee Sic AN 
Lamp: 
a eg a> emia aeeneneeeaanai ah ada nee 80 
Peer nT ree eee ae me eeeae 160 
ee ee co aoe ane eL ene ae meee Siete areas 80 
Leaf, front spring: 
PK 2S a a a os etc se eoncg oman denn eae 24 
ace ere Reis ee eaten keane SD ciathes ated aren 30 
Se ene cee aria a tetas ia a ate ae a eran 20 
eo Pee ae ene ane Fe a ee ici os peddodeindigeaar as 8 
Ne are Dee ce Se Ree OPS a a a i nn ere ages ined era mae S$ 
Leaf, rear spring: 
Tener ran ar eat saad cae usage nceeunnabegiineaoagaeeie 24 
SE SE re ae ey oe ene a Pe eter Stine nok Se en ee 30 
a a ce ates 69 mere eA eC  eictaeanciaemael 20 
OTS Coreg ce a are dedi nek Mae paren lh Sh ofoe SR o  RD EED O NI 8 
ON a ee is io ee 8 
Line: 
Facet Biter, Sextbie (with connector) ==. =-=-=-<- 8 
Fuel pump and tank, flexible (for CJ3B, steel pipe is being used instead 
ges gy cece aw nando en inten Agephbawies ghren teed cpapenion ms aac 8 
Ott Biter and olf pressure gace, flexible. __..-....-...........__..-..-.... 8 
Lining set: 
Service brake w/rivets (enough for 1 axle) .__-_-_____-~-~- Resi ata ge 160 
Hane brakes bane w/Trivets.........-..........._- A 16 
Oana ome aR IRR INI rn Fe oe sree FY NAN 
Lock, intake and exhaust vabve: Intake exhaust__- y _ 40 
SS NU CRIN cnet cain auras np ce tnd baw a pain oe 2 
Mirror, rear view (outside) —-~~- a ete rg nae Soe ee ee 
moter. Windsnicld “witer...2225-5.<--.--.2.-s- Bieta al an ae ok sei ge eae 8 
Pres: | erat ee ee ee ece sense a Nie nw ee a 8 
Pipe: 
aie: “ene NN eo a  newanomes z= 
Sn = is a nerve een eins eee te 8 
Piste, -oeine he apy ten Sete, ‘ ces oe 
Plate, clutch pressure assembly_--------- 5 eee 8 
Plug: 
Oil pan drain (with gacket).........-.~-~ ie atin See ee 4 
aan OE os oo ee ee eae means eee “ 4 
Axle housing... ahs a ei caterer ; eee 4 
spark (with gasket) 24 volt..._........_..._.._- on aucigteauc states Cope eee 
STARRING ete rs see mice Ramee hts es errecae 5 4 
Point set. Gisinthuter s+ ~~ <os<22-0-cnccewens ccucccccccecs ineaiewal eee 120 
Pulley generator drive..............-...-- si ate oar se ia 3 4 
Pump: 
I a 8 a i er Sig Ss ie - sep Glicrtsae eee 8 
meee SS pote EEA es Sderot. fe 8 
Ohl- assembly (complete) —-..~—.....--..-..~- is eae cites Se cred Pokoneed 8 
Radiator assembly (with cap) —-------------- brea a 4 
Regulator, voltage assembly (complete w/screws for connec ting wires)... 8 
Ring sets piston, std (complete for 1 engine) —.---~-~-- (iieuanteian sales,  (e 
Rod, tie, steering assembly : 
rs 5a te a gee emilee i coats: ge ini naicibeenec enakdgs diva kid eatme ces dia ae ce 2 
NN a I es sat inci aig av/eh ia ele abies maser la attte anes 2 
Rotor, ignition ul ‘ i 2d Ge 
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Items and quantity for 100 vehicles—Continued 


Seal : 
Sa San TU cascade iulvdesasin glass os beastie ashes 16 
I easel enced colaaieia 16 
Nene ne ee een 40 
a aie ess lena bias tondengsbioaces 40 
EE ETE eee ereee eee e ane erp een 16 
I iene tenn ices eninsee emits eknmtasndeite eminent 16 
Seal: 
I a ices anlapiaensiee ene deine 48 
ee sc dn ess pane aedoiiilacianustcleanaeb eeedeodiakales 8 
Shaft, drive: 
I 3 
I a eet 8 
Shaft, transfer: 
I i sik cana sac om acca sinensis + 
a aun cae ences ceaaveietanes eh eaipantieb canis Antniea caininenihaiigaale 4 
I ei tae el cana vasegscaslapmeniaiainalaical 4 
EE ene ee ere eee 4 
Shaft, transmission: 
Te ies cece ces aac ees iaeeas as iiaacesmmienmga ili 4 
ns an airman wencidgulaee 4 
Shifter : 
Neen nn a ee a 2 
I i tas oe 2 
Shoes, service brake: 
Primary w/lining (primary shoes are to be interpreted as front shoes, 
complete set for 2 front wheels) —~---- ceca ac Se eal aaa eae 8 
Secondary w/lining (secondary shoes are to be interpreted as rear 
shoes, complete set for 2 rear wheels) -..-...._-_.-._--_..--..---~- § 
Spring assembly : 
CN ea ok doula cas peu esa sleep abana aan aan mead & 
alain 8 
Spring, valve: 
Ie a ene 24 
a a ws aig eal deat guialaacaaNNE 24 
I a ws eclampsia 4 
Switch: 
Dimmer w/ecrewes for connecting wires... ................-..--..= 16 
Peniison 47 /ACreWs TOT CONROCUDE WiTOR.. go nee ew enwnnmemet 4 
Instrument panel light w/screws for connecting wires____-__---------~-- 8 
inruer W/SChOWs £Or COUDSCIOE WITOS ..K.. n noi cc ncnmensnacinciane 16 
Stop light w/screws for connecting wires____..----_------------------ 16 
Ne Ne ala a chia eoninimaiimaeiaedill 2 
I a Sa Ns i tala 4 
I a a ial 4 
Valve: 
CE eR ae ee te Oe ee RE 144 
I i cme al 72 
Wheel: 
nel a oral eit 1 
lat 8 
Bolt cylinder head (for CJ3B, cylinder head bolt is being used instead of 
In scar eb carci in decoe upialoneinnaebeaneae 
Valve guides: 
a a knees 2A 
ee alana 24 
Gage: 
I oat icelniaenntints cineniineateaele 8 
Is OR i rs nee 8 
a sinc anmsciiaibebspewinnibimemmnigtigoeiouante 4 
I 00 ercieuesiitnideninciieteinteneiailie 8 


a ai eeenicicimsintniceigeiaasianal — 
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Items and quantity for 100 vehicles—Continued 
Bearing: 
Par RI Is Se 8 oe od aid lec een ecamaiinn 
Is a a asthe Lo ws ls iceomeinepenle quibensainan pieonirgnm teint 
I a igen em Gers thai ps ageea nin enamine 
a a aa ec Be cteangar ems raseerin rene ieenan Samia 
I eT 8 Ls sae doco pve aoe easario ome heb iaotaesh ecole 
ak tessa Sebi edb siaeeesesids imaged potadanatenmniedibciadiooile 
I Daeg ic oan uloianenaencisnnd wrinasinieiie 
Rocker arm assembly : 
ee a hes Seed capsid ms omeaiunaeeea ahaa eoae Semin 
NN ac as ich cere veda Adee ech rh entenndimnoheeeniaaicaiephaoon 
I nN RN acinar dimen deans anaes tal abierbar don ech 
a RUN (recap niinaiiensce adic pinecones reamet alien 
TI SACI ONE I ascents ids cnn tii ew wh ns ccigpsm m wos cman lense inshore 
Ia rr NO a sa cess ionerib orcas erences erenrebmrerenrnerenseaea 
IN a ce tnincbnig p bnniebein hs anos ae 
Bearing: 
Front wheel inner and outer, cup, cone, and roller___-____-----_-------- 
I A RRR Os tas ssn nap evan sislslalcnian 
Rear wheel inner and outer, cup, cone, and roller__________-_--------- 
UO es dings eem aptecsanh canes jedan 
Differential : 
a a a 
Pinion: 
ne a aekiteniamenmenie ds tieliopeee 
UO Te acelin saoreseglhs alaeibe ex dasoesaasainc ado ecchaseatadiantinaleltpaadenate 
NO I el ad too ence eaeirinernattentetheas 
Bearing, transfer output shaft: 
a ca aa use jaipur naan ean 
sem elas nga eee rates 
Bearing transmission : 
IRN ahaha ti oho habla tk a rec deans ah Ss blah cigs cw coos incen 
NE Geir icici aaa needa eeu eas 
Bearing : 
I cael mbna tn gunner anes ated sale Oa 
Ee NT cc areca commento inhi oetondn mates eisai 
I nr nt NI OC eas ebb iecak soe scl oan eesiianei ced nae 
Bolt hub: 
Seana sac iceman 
I i teh eisai aivariiobumintioeeaeD 
I Na sp bene seed emp mate acer tusos leash abba ae daca ciate 
I ah tan Seas mpasiarenesentesieptargpeiedianien amas 
Socket tie rod: 


Shackle: 
Spring front and rear for front apring, left... ene owen 
Spring reariand front for rear spring, right... cence te mewnnenne 
aie cocsentuniemanemaaasneneinlan 
nC ceetiteeeisaietaianiensinamingidiasaieaion 
Light: 
Tail assembly : 
IR a hme 
Rs RR RN aac ea cc ciracercennnia cima wines scleaneaneenss 
Head assembly : 
Lett compiets w/eenie Dee Wi. oo. oe oo eee 
Right, complete w/sealed beam bulb_.------------~.... erdinaivaiiaibitiaiae 


16 
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Mr. Passman. In checking the GAO report, and later in discussion 
in the committee, we were told that your people out. in Japan gained 
the impression that certain tires and tubes were in excess. They 
placed an order for about 55 million dollars’ worth, which was sup- 
posed to be a 4-year supply. 

At a subsequent date they found out that they were not excess; so 
there was a reprograming and, if I get the story correctly, the order 
was reduced to 1 year’s supply. I think there were four different 
requisitions for the 3 succeeding years, to make a total of four. Are 
you familiar with that situation / 

Admiral O’Donnetu. Yes, sir. 

Mr. Passman. Why would your people want to requisition 55 mil- 
lion dollars’ worth of tires and tubes just because they appeared to be 
in excess ¢ 

Admiral O’DonNneEtL. These tires were excess to U.S. Army require- 
ments. 

Mr. Passman. But not made excess for free distribution under the 
program ¢ 

Admiral O’Donnetu. Yes, sir. They would have been free for the 
military assistance program. They would have served the World 
War Ii-type vehicles held by MAP countries, such as Korea, China, 
and so on. 

So far as the person in Japan was concerned, it was excess, and he 
thought he was going to get something not charged to the military 
assistance program. 

It was also discovered by GAO that they had ordered a 4-year 
supply. They pointed out he did not have storage facilities for 
t-vyear supply, and they suggested he make it in four annual incre- 
ments, which he did. 

When the requisition went through the screening process in the 
United States, by the time it got to the place where the tires were 
supposed to be stored, there were only 3,500 tires left and these were 
sent out there to serve the purpose whic h he was or iginally— 

Mr. Passman. Did you have a little help from GAO in pinning 
this down 4 

Admiral O’DonNELL. We certainly did. 

Mr. Passman. Is it customary to requisition a 4-year supply of 
something of that nature ? 

Admiral O’DonneELL. It is not customary. This man was trying 
to take advantage of a particular situation where he thought he 
could save MAP some money. He would have gotten these tires for 
the World War ITI-type vehicles held in the MAP inventory in the 
Orient at no cost to MAP because they had been declared excess by 
the U.S. Army— 

Mr. Passman. That is the best statement that has been made during 
our 11 weeks of hearings. 

Thank you very much, and our best wishes. 

Admiral O’Donnetn. Thank you. 
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Tuurspay, May 19, 1960. 
MILITARY ASSISTANCE—LATIN AMERICA 


WITNESSES 


DEPARTMENT OF DEFENSE 


GEN. WILLISTON B. PALMER, U.S. ARMY, DIRECTOR OF MILITARY 
ASSISTANCE, OFFICE OF SECRETARY OF DEFENSE, INTERNA- 
TIONAL SECURITY AFFAIRS 

BRIG. GEN. FREDERICK 0. HARTEL, REGIONAL DIRECTOR, WEST- 
ERN HEMISPHERE REGION, OFFICE OF ASSISTANT SECRETARY 
OF DEFENSE 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 

LT. COL. ROY RUSSELL, U.S. AIR FORCE, ASSISTANT TO THE 
REGIONAL DIRECTOR FOR WESTERN HEMISPHERE REGION 


DEPARTMENT OF STATE 


ALLAN F. McLEAN, ASSISTANT OFFICER IN CHARGE, INTER- 
AMERICAN SECURITY AND MILITARY ASSISTANCE 

JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The next request is the military assistance program 
for Latin America. We have as the principal witness Brig. Gen. 
Frederick O. Hartel, Regional Director, Western Hemisphere Region, 
Office of the Assistant Secretary of Defense. 

General Hartel, do you have a statement to make to the committee 

General Harre.. Mr. Chairman, I do have a statement. 

Mr. Passman. We shall be pleased to hear from you at this time. 


GENERAL STATEMENT 


General Harren. Mr. Chairman and members of the committee, in 
support of U.S. policy objectives and under the provisions of the 
Mutual Security Act of 1954, as amended, we are eae $67 mil- 
lion to provide military assistance to Latin America in fiscal year 
1961. Of this total, $47.8 million is programed to assist spec ified 
units of eligible grant aid countries in attaining a capability to partici- 
pate in hemisphere defense missions important to the security of the 
United States, and $1.3 million is programed as grant aid training 
assistance to other Latin American countries in furtherance of U.S. 
training objectives. This latter amount, $1.3 million, is scheduled 
for seven countries. Additionally, we plan to finance credit pur- 
chases of military equipment and services from the United States in 
the amount of $18 million. The $47.8 million programed for grant 
assistance can be further broken down into the following categories : 
$35 million for materiel, of which $15 million is for maintenance 
assistance required to protect U.S. investment in equipment which 
we have previously supplied, and $18 million is for force improvement 
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principally to provide Brazil the third increment of a special 4-year 
program ; $8.9 million is programed for training; and $5.9 million for 
accessorial charges (PCH & T). The fiscal year 1961 program for 
Latin America reflects a decrease in materiel programed for all coun- 
tries except Brazil. 

This program, as presented, exceeds by $7 million the limitation 
imposed on military assistance to Latin America by the 1960 Authori- 
zation Act signed by the President on May 14 of this year. Repro- 
graming of fiscal year 1961 military assistance to Latin America will 
not exceed this limitation. 

Military assistance is still needed by countries in Latin America, 
and their participation in measures important to the common defense 
of the Western Hemisphere is still required, and it is still important 
to the security of the United States. 

The strategic importance of Latin America was first recognized over 
a century ago in the declaration of the Monroe Doctrine, which placed 
the defense of Latin America in the same category of importance as the 
defense of the United States itself. 

Control of a Latin American country by an enemy aggressor force 
would unquestionably pose a military threat to the United States 
regardless of whether that aggressor controlled the country through 
an act of overt military occupation or through covert infiltrations 
into the key centers of that government’s control agencies. 

The United States has heavy worldwide commitments and will have 
few military forces to spare for this area: therefore, we feel there is 
a military requirement for allied forces to assist the United States 
in protecting the hemisphere in case of war. The most positive threat 
is submarine action in the Caribbean Sea and along the coast of 
Latin America. We can expect raider attacks against strategic bases, 
sea communications, and coastal installations, and the mining of ports 
and approaches. 

Although the military threat may not be great when compared with 
other areas of the world, it is nevertheless a real one. The military 

requirements certainly validate a military assistance program for 
Latin America. 

The emergence of nationalism among under developed countries 
throughout the world cannot be disregarded. The United States is 
assisting underdeveloped countries on other continents and we can- 
not disregard our own hemisphere. Our stake in Latin America is too 
great. We must hold and even expand our position of influence 
among our Latin American neighbors by continuing to encourage them 
to come to us for help and understanding in the solution of their legit- 
imate military and economic problems. 

The military assistance program for Latin American is designed 
to reduce individual country effort by sharing in the common task, 
which is the underlying principle of mutual security. We have made 
it clear to participating countries that our military interests in the 
grant program do not extend beyond those units which they have 
consented to maintain for regional defense under the Rio Treaty in 
bilateral agreements with the United States. The strength of mutual 
security forces which we assist in any one country ranges between 4 
maximum of 16 percent to a minimum of 2 percent of the total armed 
forces maintained by any one country. 
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Fiscal year 1960 accomplishments were limited by lack of funds. 
Pursuant to the 1959 amendment to section 105(b) (4), the 1959 obli- 
gations-reservation were determined to be $47.2 million for grant aid. 
However, due to worldwide availability of military assistance pro- 
oram funds and the low priority of the area, the program was limited 
to $44 million for grant aid. Within this program we were able to ac 
complish required training, provide for the reactivation cost of some 
ships authorized to be loaned to countries under Public Law 85-532, 
provide some maintenance and spare parts, and provide the second 
increment of the 4-year special program for Brazil. 

The fiscal year 1961 request for $67 million represents the minimum 
requirement to accomplish our program objectives for Latin America. 
Details of this program by country are illustrated in the classified 
“Military Assistance Functional Presentation Book,” which you have 
before you. 

I will be glad to answer any questions pertaining to the military por- 
tion of this program. 

Mr. Passman. Thank you very much, General. 

You have gone over the amounts mentioned here carefully, as ap- 
plied to each individual country / 

General Harren. I have. 


BACKGROUND OF PROGRAM 


Mr. Passman. When did this program get under way in Latin 
America / 

General Harrex. 1952. 

Mr. PassmMan. How many states did you have in your program in 
1952 ¢ 

General Harret. I do not have the 1952 figures but I have the 
cumulative figures. 

Mr. Passman. I am speaking of the number of nations getting mili- 
tary assistance in 1952, and the amount. 

General Harret. There were 7 that had bilateral agreements in 
1952, 8 in 1953, 10 in 1954, and 12 in 1955 

Mr. Passman. 1955? 

General Harret. We have had 12 in force since 1955. 

Mr. Passman. Until when? 

General Harren. We still have bilateral agreements with 12 na- 
tions although we only furnish grant aid to 10 of them now, 

Mr. Passman. The counties not receiving grant aid, are they re- 
paying in dollars or local currency ? 

General Harrev. In dollars. 

Mr. Passman. How many nations in Latin America are we aiding 
now under the military assistance program ¢ 

General Harren. Seventeen. 

Mr. Passman. We just about got all of them. 

General Harren. That is right. 

Mr. Passman. Let us cover this for 3 years. In 1959 the figure was 
$52,653,( 100, and it increased to $66,907,000 in 1960. Now you are ask- 
Ing for an additional increase for fiscal year 1961 in the amount of 
967,098,000; is that the total? 

General Harren. That is right. 
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Mr. Passman. What is the total amount of militar y assistance that 
has been prov ided through June: 0, 1960 4 

General Harret. Through June 30, 1960, $301,827,000. 

Mr. Passman. Could you give us the amount of excess stocks? 

General Harre.. The total / 

Mr. Passman. Yes. 

General Tarren. $115,945,000. 


BASIS FOR PROGRAM 


Mr. Passman. ‘To what extent is this program in Latin America 
political ? 

General Harrer. Well, 1 would prefer to ask the Department of 
State that question. 

Mr. Passman. All right. 

Mr. McLean. Political basis? 

Mr. Passman. That is exactly the question. Please go to page 219, 
and we can save some time. 

Mr. McLean. Do you mean the special program q 

Mr. Passman. No. 

Mr. McLean. All of our programs in Latin America are for mili- 
tary hemisphere defense. I would not consider them a political pro- 
gram. They are for hemisphere defense. 

Mr. Murruy. There are none, Mr. Chairman, in Latin America 
where the only reason for giving them assistance is a political reason. 
Kach of the programs has a purpose, the attainment of some hemi- 
sphere defense object ive. 

Mr. Passman. Did you say it is political ? 

Mr. Murpuy. No,sir; none of them are given solely for 

Mr. Passman. Not solely for? 

Mr. Murrny. As I said earlier, every one of our assistance pro- 
grams all over the world basically is motivated by political con- 
siderations. 

Mr. Passman. There we go, and get into another hassle over that. 

You know that in going through this book a lot of people have stat- 
ed that there is no economic justification, and we are giving it for 
political reasons. I am taking your own justifications and can read 
them to you, if you want me to do so. 

I think the gentleman knows what I am trying to find out, whether 
or not some of this is being given for purely political reasons. 

Mr. Murrnuy. I have answered that. There is none. 

Mr. Passman. Allright. You said “solely” 4 

Mr. Mureny. That is right, solely for political reasons. There are 
political motivations in all of the programs. 

Mr. Passman. The gentleman knows the information I want. We 
shall leave the record as it is. 

(Discussion off the record.) 

Mr. Passman. You have a substantial increase for Brazil in fiscal 
year 1961. 

General Harre,. Yes; [ would say so. 
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UNITED STATES-BRAZILIAN RELATIONS 


Mr. Anprews. Mr. Chairman, before you get away from that, could 
we let the gentleman from the State Department explain the language 
on page DoS 

Brazil's economie frustrations tend to promote resentment against her tra- 
ditional friend and ally, the United States. This is complicated by the Brazil- 
ian feeling that the United States has neglected its South American allies while 
concentrating its attention on other areas. The rapid spread of this feeling 
indicates that during 1960, a Brazilian presidential year, United States-Brazilian 
relations may face their most difficult test to date. 

Mr. McLean. Sir, I am unable to explain that, but I will obtain 
he information you desire in reply to your question. I will have a 
statement prepared and insert it in the record for you. 

(The information referred to follows:) 

Brazil has traditionally been a friend of the United States and ally in two 
world wars. Since World War II she has gone through a period of rapid tran- 
sition in economic growth and industrialization, and has become conscious of 
her tremendous economic potential. She has to fight continuously to keep her 

rate of economic development ahead of her population growth. Since she has 
long been a good friend and neighbor to the United States, she feels that the 
United States has an obligation to help her solve her economic problems through 
both economic assistance and commercial channels. In this regard, Brazil be- 
lieves that the allies of the United States in World War II should receive the 
same sympathetic consideration for aid that the U.S. former enemies and un- 
committed nations have. Consequently, her economic frustrations tend to pro- 
mote a feeling of neglect and resentment against the United States. 

Mr. Anprews. All right: that is all. 

Mr. Passman. You donot have the answer ? 

Mr. McLean. No, sir. 

Mr. Anprews. General, do you know anything about that statement ? 

Greneral Harren. No, sir; I do not. 

Mr. A ~prews. That is all. 

_ Mr. Passman. That would appear political on the face of it; would 
itnot? Would that be appeasement ? 


TRAINING 


A finding by the President resulted in $13,000 for training assistance 
in fiscal year 1960. How did this $13,000 contribute to the security 
of the United States ? 

General Harrev. It was a training program and it is classified. 
You will find it on page 233, Mr. Chairman. 

Those are the reasons and indications of how they were able to assist 
the United States. 

Mr. Passman. Did we get very much security for $13,000? 


CUBAN PROGRAM 


What amount do you have unliquidated to the credit of Cuba? 

General Harren. $487,000. That was for training and the last 
cadet will finish up at the end of May 1960. That was a commitment 
made prior to the Castro takeover. 
7 NOTE. -The book shows $487,000 but the corrected estimate should read 
$205,000 for fiscal year 1960 and $185,000 for fiscal year 1961. 

Mr. Passman. What is the amount for your deliveries and expendi- 
tures in the fiscal year 1961 4 
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General Harreit. None. 

Nore.—$185,000. 

We are still speaking of Cuba? 

Mr. PassMan. That is right. 

General Harrev. None. 

Mr. Passman. What is this little item of $202,000, shown shaded on 
age 235% 

General Harrei. These expenditures are paying for this training 
that was authorized before the Castro takeover. 

Mr. Passman. Why is it classified ? 

Colonel King. That is an error. That should be unclassified. 

Mr. Taser. Why do we need to carry this at all? Why should we 
not wipe it out ? 

General Harren. We have not received all of the accounting for 
that, nor will we until after June of this year, so we cannot put a 
definite dollar sign on the cost of this training. 

Mr. PassmMan. Why do you give them any more at all ? 

General Harren. This cadet will finish the first of June and wind it 
up. 

Mr. Passman. This is May, and you still have military assistance 
going in and money being provi ided as of now ? 

General Harren. As of now ves, sir. 

Mr. Passman. How firm s the decision not to provide military 
assistance in fiseal 1961 2 

General Harrer. Since March of 1958 there have been no shipments 
of materiel to Cuba and the determination was made not to give any 
more assistance ———— 

Mr. Taper. Is the money allocated for that purpose spent, or is it 
voing to be? 

General Harren. The money that has not been spent will not be 
spent. 

Mr, Passman. You are spending money every month in Cuba, are 
you not, up to the present time ? 

General Harren. Yes, sir. 

Mr. Passman. You will continue to do so until June? 

General Harren. No, through May, this month. 

Mr. Passman. Is that true also with respect to some of the other 
programs ¢ 

Mr. Mcurriry. Are you asking me? 

Mr. Passman. I am asking you. 

Mr. Merrny. I am afraid I did not understand your question. 

Mr. P ASSMAN. Do you have any unl qu idated funds 1 Lo the credit 
of Cuba that you w ill carr v be yond the month of May 

Mr. Murrny. The tab le on page ° 35 indicates that at the end of the 
vear there would be some ctileatidated funds, $487,000 to be precise, 
but vou have heard the correction to that. The table also indicates 
what would be spent, in part, to complete this training course the 
general referred to. 

Mr. Passman. In fiseal 1961 ? 

Mr. Murreny. In 1961 
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Mr. Passman. Who is right, and who is wrong? Let us get the 
record straight. Some say you will not spend it, and some say you 
will. 

General Harret. I will repeat that the training of this one cadet, 
or all training for that matter, will be completed as of June 1, 1960. 

Mr. Passman. What is this fiscal 1961 item ? 

Mr. Murruy. Mr. Chairman, I think it is the cleanup of the final 
bills associated with the training which will be completed on the 
Ist of June. 

Mr. Passman. You do have funds requested for 1961 ? 

Mr. Murrny. No new funds; no, sir. 

General Harren. The delivery figures are projected. 

Mr. Passman. Unliquidated ? 

Mr. Murrny. Those are prior-year funds. 

General Harren. I think I can explain that. 

The delivery figures are projected in the year when all accounts are 
settled. This fiscal accounting normally follows completion of the 
course by approximately 6 months. 

Mr. Passman. Will there be expenditures made after June 1? 

General Harret. That is right. 

Mr. Passman. The final check will not be in May ? 

General Harret. The training is completed in May. 


PRESIDENTIAL DETERMINATION 


Mr. Passman. Under normal procedure, under the Mutual Security 
Assistance Act, you do not need a Presidential determination, do you, 
for these funds? 

Mr. Murrnry. No,sir. 

Mr. Passman. Where you see a Presidential determination, that 
something a little different which has political implications ? 

Mr. Murruy. It means that some of the requirements for military 
assistance set forth in the Mutual Security Act are being waived and 
only the President has the authority to do that. 

Mr. Passman. I am not quarreling with the law, but would this be 
similar to the ———— ease, and some other things we ran into along 
the way ? 

Mr. Murrny. Yes, sir. 

Mr. Passman. I might indicate that one country in Latin American 
got a 600-percent increase, but I presume there is some reason for it, 
so l am not going into the details. 

Do we have an agreement with these Latin American countries with 
reference to the use of our equipment ? 

General Harren. Before they can utilize any equipment we furnish 
for any purpose other than that for which it is furnished, they have 
to request authority to utilize the MAP provided equipment. 

Mr. Passman. If they should possibly start shooting at each other, 
they would put our equipment in storage and use their own guns; is 
that the way it works 4 

General Harren. Yes, sir. 








. PassMAN. If it is in their possession, it would take a lot of will- 
ae to put that equipment in storage and get the old sticks out. My 


hat is off to them. 
Mr. Taber ? 


LATIN AMERICAN COUNTRY REQUIREMENTS 


Mr. Taser. You have a lot of ragged ends in a lot of these things, 
Why do you not go ahead and have a program for cleaning them up 
and getting rid of them ¢ 

General Harret. Would you repeat the question, sir? 

Mr. Taper. For example, you have in fiscal year 1960 in Guatemala, 
$700,000; Costa Rica, $13,000, and there seems to be a ragged end 
undone there. 

Then if we go on to Colombia, you show and I do not know 
whether that is something you really ought to have or not. 

Why do you need that for Colombia ? They are able to take care 
of themselves; are they not ? 

General Harrent. For Colombia, sir? 

Mr. Taper. Yes; they sell a lot of coffee. 

General Harret. They have a ——— program and of that amount 
——— is fortraining. 

Mr. Taper. What is the excuse for having Chile in there ? 

General Harrev. Chile has a 1961 program for - million and 
they have hemispheric defense missions 

Mr. Taser. For Brazil you have quite a little item of ——. 
What do you need that for ? 

General Harret. The bulk of that program is the third year ofa 
4-year special program in connection with the use of Noronha Island. 

‘Mr. Taser. What is the name of that / 

General Harret. Noronha. 

Mr. Taser. Where is that ? 

General Harrev. It is right off the bulge of Brazil. We have a 
tracking site there for our missile range. 


Mr. Taper. In Ecuador, they have a program. What is 
that ¢ 

General Harre.. The bulk of that is for training. Of the ——— 
program, there is ———— for training and a little over ———— for 


spare parts for the equipment they have. 

Mr. Taper. Are they not able to finance themselves or is there 
some reason for this? 

General Harrei. Again, they contribute to the hemispheric defense. 

( Discussion off the record. ) 

Mr. Taser. There is nothing on El Salvador. That should be 
wound up this year, should it not 

General Harre.. That is right. We have no program there, except 
for a possible small training program proposed for fiscal year 1961. 


Mr. Taser. Guatemala seems to have quite a little money, ———. 
Why is that? Is that because of political conditions there / 
General Harren. Of the ——— for Guatemala ——— is for 


training. 
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Mr. Taper. That seems to be a place where the population must 
be going up because the per capita of your gross national product is 
going down pretty fast. 

Mr. Murpny. That is correct, Mr. Taber. 

The annual population growth there is 3.1 percent and the economy 
is not keeping pace with the population growth. You will notice 
that they have a trade deficit overall and a trade deficit with the 
United States. In addition, even after U.S. aid, they have a budget 
deficit. This is the one country that did have Communist control 
at one point, the one country in this hemisphere. They are still 
getting over the effects of that. 

Mr. Taper. Tell us about Haiti. 

General Harrex. In Haiti, of the ———— is for training. 

Mr. Taser. Didn’t they have any military training at ‘all before? 

General Harrex. Off the record. 

(Discussion off the record. ) 


Mr. Taser. Honduras seems to have ———. What is that for? 
General Harren. Again, of the ———— for Honduras, ——— is 


for training. 

Mr. Taper. In Mexico? 

General Harret. We have no program, except for a possible train- 
ing program proposed for fiscal year 1961. 

Mr. Taper. There is none left there ? 

General Harren. That is right, sir. We have had a small training 
program there. 

Mr. Taper. Nicaragua seems to have an increase ———— 

General Harren. Yes, sir. Again the training inc reased from 
— in 1960 to ——— in 1961. 

Mr. Taper. Do they need the additional training ? 

General Harren. Yes, sir. 

Mr. Taner. Why do they need it? 

General Harren. Sir, the purpose for the training program in all 
of these countries is to bring these people up to Panama and to the 
United States, to our schools there and here, and to train them not 
only for the military, but also to assist them in the economy of the 
country. 

After they get back into the economy, they can utilize the training 
that they have received in the Army. It is one way of assisting us 
in orienting Latin America to the United States. 

Mr. Taser. Paraguay seems to be down for about $100,000 for 
1960, but not for anything in 1961. 

General Harret. There is a training program proposed in the 
regional and undistributed section. 

Mr. Taser. The next one is Peru. They seem to have quite a bit 
larger income than some of the others. It seems to be dropping off. 
You have allocated there. 

General Harret. Yes, sir, ———. In 1960 they had : 
million program. 

Mr. Taner. What do you do there? 

General Harrex. Off the record. 

















( Discussion off the record. ) 








Mr. Taser. Then you have Uruguay. You have-— —million. 
General Harrent. Of which - — is for training, - . Most 
of what - is left after the training is taken out is for spare 


parts. 
Mr. Taner. They do not seem to be doing very well. 


VENEZUELA 


Let’s turn to Venezuela 

General Harret. In Venezuela we have no program other than the 
credit financing for ———. 

Mr. Taser. You mean we have furnished them with milit: ary equip- 
ment to the tune of - and they owe us for that ? 

General Harret. They make purchases from us. They pay us for 
what they buy. 

Mr. Taner. Their exports seem to have run way ahead of their ex- 
ports. ‘They seem to be in pretty good shape. 

Mr. Murreny. Yes, sir. They are a major exporter of petroleum and 
petroleum products, Mr. Taber. They have a favorable trade balance. 

Mr. Taper. I guess that is all of that division. That is all I have 
got. 

Mr. Passman. Mr. Rhodes ? 

Mr. Ruopes. What does Venezuela buy ? 

General Harrer. They are equip ping all three of their services. 

Mr. Ruoprs. You mean —— 

General Harren. Yes. Also some ships, and some army equipment. 

Mr. Ruopes. Is the purchase list of Venezuela classified ? 

General Harre.. Yes, the dollar value and items penne are 
classified. We have not received that list for 1961 yet. We do not 
even know whether they will purchase up to that amount. 

Mr. Ruopes. Do you have a list for 1959-60 for their purchases? 

General Harrer. Yes. We can furnish that for the record if you 
would like to have it. 

Mr. Ruopes. Yes, please. 

(The information requested is classified and has been furnished 
the committee.) 

URUGUAY 


Mr. Ruopes. Why is the central finance data for Uruguay not 
available? 

Mr. Morprry. I do not have a satisfactory answer for you, Mr. 
Rhodes, on that. I will check into it and insert the reason into the 
record. 

(The information requested follows :) 

Central government finance data for Uruguay is not currently available on 
a basis that is comparable with the data shown for all other free world coun- 
tries. In Uruguay, a budget is adopted every fourth year that covers 4 fiscal 
years. The inadequacy of current budget information is evident by the fact 
that neither the United Nations nor the International Monetary Fund statistical 
publications contain government finance tables for Uruguay. In addition to 
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the inadequacy of the information on the general budget, it is to be noted that 
some important agencies with independent borrowing and tax powers are 
administered outside the general budget. 


PERU 


Mr. Ruopes. I gather from the narration in the books under Peru 
that this is a rather hopeful situation down there militarily, General ¢ 

General Harren. That it is—— 

Mr. Rutoprs. A rather hopeful situation. 

General IHlarren. Yes, sir. 

Mr. Ruoprs. Do they have forces other than the mutual security 
forces listed ? 

General Harret. Yes. They have other forces. If you want those 
forces, I can let you know what they are, the ones that they support. 
They have, for instance ———. That is what they support them- 
selves. 

(Discussion off the record.) 

Mr. Riuopes. Are those troops in good states of training ? 

General Harret. Yes, they are. ‘They have an active strength of 
~ , approximately, and we support numerically - -. 

Mr. Ruopes. What. type of aircraft does their Air Force fly? 

General Harren. They have F-86’s and F-80’s. 

Mr. Ruoprs. 86’s and 80’s. I note we are apparently turning over 
~ . Willthat phase out the — ? 

General Harre.. No: these are attrition replacements. 

Mr. Ruoprs. We have very little, in fact, no program in the Argen- 
tine. Do you have anything which you might tell the committee about 
the military capability of the Argentine? 

General Harren. No; we do not have any program for Argentina. 

Mr. Ruopes. Do you know anything about their military establish- 
ment at the present time? Are they in a good state of tr aining ? 

General Harren. Yes. We do have that information. However, 
it is not in the book because we do not have an agreement. 

(Discussion off the record. ) 

General Harres. I think that is all, Mr. Chairman. 

Mr. Conve. Mr. Chairman, is the witness from the Department of 
State going to testify ? 

Mr. Passman. They are here as supporting witnesses. 

Mr. Contr. Could we have his name ? 

Mr. McLean. My name is McLean. 

Mr. Passman. You come as a supporting witness; do you not ? 

Mr. McLran. Yes, sir. 

[f you require any information, we would be happy to have the 
De ‘partment supply it. 

Mr. Passman. We shall be pleased to have you make a statement if 
you wish to do so. 

ae McLean. I have none to make, sir. If I can be of assistance, 

r furnish any information, we would be happy to get it. 

"he Passman. Thank you very much, General. 

Thank you, Colonel. : 











MILITARY ASSISTANCE, NONREGIONAL PROGRAMS 
WITNESSES 


DEPARTMENT OF DEFENSE 


WILLIAM M. LEFFINGWELL, DEPUTY DIRECTOR, MILITARY AS- 
SISTANCE, OFFICE OF ASSISTANT SECRETARY OF DEFENSE, IN- 
TERNATIONAL SECURITY AFFAIRS 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 

CHAUNCEY O. ROWE, DIRECTOR, OFFICE OF WEAPONS PRODUCTION 
AND SALES, INTERNATIONAL SECURITY AFFAIRS 

BENJAMIN FORMAN, ASSISTANT GENERAL COUNSEL, INTERNA- 
TIONAL SECURITY AFFAIRS 


DEPARTMENT OF STATE 


JOHN E. MURPHY, INSPECTOR GENERAL AND COMPTROLLER, 
MUTUAL SECURITY 


Mr. Passman. The next item will be the nonregional programs. 

It includes many different items, and it is just about worldwide. 

Mr. William M. Leflingwell is the Deputy Director of Military As- 
sistance, Office of the Assistant Secretary of Defense. 

Mr. Leflingwell, do you have a statement to make to the committee! 

Mr. Lerrincwe.y. Yes, sir. 

Mr. Passman. We shall be pleased to hear you at this time. 


GENERAL STATEMENT 


Mr. Lerrincweti. Mr. Chairman and members of the committee, 
for fiscal year 1961, $345,320,000 will be needed to fund those impor- 
tant and essential elements of the military assistance program known 
as nonregional programs. ‘These programs are described in detail 
in the military assistance functional presentation book (the black 
book) which is before you, beginning on page 283. 

The eight nonregional programs and the amounts estimated to be 
needed for each of them in fiscal year 1961 are: 


{In thousands of dollars] 


I eT TOS a ssp esas eeeeicdactpsb aaa 25, 000 
i 82, 74 
International military headquarters and agencies___._________________ 11, 000 
Mutual weapons development program________-______________________ 40, 000 
I a rath aaa asia ee apse 90, 000 


Weapons production program_____--__~- ae 
NATO maintenance supply services agency 
Miscellaneous 


39, 000 
25, 000 
32, 576 


ee ee ee ew eo ww ee ay * 


Total 345, 320 


All of these have appeared in previous military assistance programs, 
and I am sure the committee is familiar with their general nature and 
purpose. 
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With your permission, Mr. Chairman, I would like to review each 
of these programs separately, expl: lining to the committee where we 

stand today and what we plan to do in the future with the funds we 
a sehanak ae hee fiscal year 1961. 

With me today to help answer any questions the committee may have 
is Mr. Markley Shaw, the ISA Comptroller. Mr. Shaw has appeared 
before your committee in the past and I believe is well known to most 
of you. Mr. Chauncey O. Rowe and Col. William A, Enemark are 
also present today. Mr. Rowe, Director of the Office of Weapons 
Production and Sales, supervises the mutual ween development 
program, the weapons production program, and the NATO Mainte- 
nance Supply Services Agency. ene Knemark, Director of the 
Office of Manpower and Tr: aining, supervises the organization and 
stafling of the military assistance advisory groups and _ training 
missions, 

ADMINISTRATIVE EXPENSES 


The $25 million requested for fiscal year 1961 is the same as the 
amount recommended by this committee and appropriated by Con- 
gress for this purpose in fiscal year 1960. It is required to cover those 
administrative expenses of the military assistance program which are 
not met from military department appropriations or provided by 
ulied countries as part of their contribution to the common defense 
effort. Military department appropriations provide for (1) pay and 
statutory allowances of military personnel in the field and in Wash- 
ington, (2) medical care for military personnel and their dependents, 
(3) approximately one-half of the costs incident to the change of sta- 
tion of military personnel, and (4) incidental costs for the support of 
military personnel and their dependents which are not attributable 
toduty with the military assistance program. 

In support of the common defense effort, some recipient countries 
furnish a portion of the administrative support of the MAAG's in 
the form of assistance in kind. Such contributions, estimated at $8.3 
million in fiscal year 1961, include rent-free office and housing space, 
and various services, and equipment. _Assistance-in-kind is subject to 
complete budget analysis, review, and administration. Annual esti- 
mates, developed by the MAAG’s, are reviewed and approved by the 
unified commands, the military departments and the Office of the 
Secretary of Defense. 
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Recipient countries will also give to the U.S. Government an esti- 
mated $3.4 million i in local currency in fiscal year 1961 for the support 
of the MAAG’s. This contr ibuted currency is then deposited in a 
special U.S. milits ary disbursing office account in the local country. As 
funds are required they are drawn from this account and the equivalent 
amount in appropriated dollars is returned to the U.S. Treasury, 
This procedure, which is in accord with section 1415 of the supplemen- 
tal Appropriation Act of 1953, reduces the cost to the U.S. taxpayer. 
The $25 million NOA requested includes funds to reimburse the 
Treasury for this local currency. 

The requirements on which the $25 million estimate for MAP 
administrative e Xpenses is based were deve lope «| by the MA AG’s, the 
unified commands and the military departments in accordance with 
standards established by the Department of Defense. These stand- 
ards assure that administrative expenses charged to military assistance 
funds do not duplicate those provided for by appropriations of the 
military departments. The distribution of the $25 million by objeet 
classification is shown on page 287 of the presentation book. Princi- 
pal items are (1) statutory pay of civilians assigned to MAP activi- 
ties, (2) station allowances under rates authorized by the joint travel 
regulations, (3) costs incident to permanent change of station of 
assigned personnel, and (4) temporary duty travel. 

The U.S. Embassies provide, whenever ae the common sup- 
port services needed by both the MAAG and the Embassy and thus 
avoid duplication of effort and expense. The Department of Defense 
reimburses the Department of State from military assistance funds 
for the support rendered to MAAG’s. In 1961, this reimbursement 
from administrative funds is estim: a at $4.3 million. 

Attachments A and B show the distribution of costs and the aver- 
age personnel strengths charged to the MAP administrative expense 
account for fiscal year 1959, together with estimates for fiscal year 
1960 and fiscal year 1961 by country and activity. They show that 
the administrative expenses and estimated number of people for ad- 
ministering the worldwide program are relatively constant. Similar 
data are included in attachments C and D respectively to cover support 
costs for MAP training missions chargeable to program funds and 
personnel assigned to training programs in the field organization. 
Attachment E indicates aver age military, civilian, and loc “al personnel 
strengths, both administrative and training, and totals by country, 
unified command, overseas, and departmental in the United States. 

(The attachments referred to follow :) 
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Vie im 13 304 375 
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that ( bia 2 2 4 
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: Nicaragua ( 1 
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nnel . . 
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? Represents gross obligations. Net obligations fiscal year 1959, $23,216,705. 
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ATTACHMENT C 
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MODERNIZATION (NONREGIONAL) 


This program category, for which $82.7 million is required in fiscal 
year 1961 provides for the continuation of aircraft modification and 
for U.S. contribution to the NATO air defense ground environment 
project. 

Aircraft modification projects cover alterations to aircraft which 
improve their capabilities and operational performance and prolongs 
their useful life. The amount requested provides for continuation of 
existing projects to assure standard configuration of MAP provided 
aircraft of each class. In addition, some of the early series jet engines 
will be modified to the latest configuration. This will not only provide 
engine standardization with other engines of the same type, but will 
also increase the operational capability of the aircraft in which the 
engines will be installed. 

The funds requested will provide the various components. parts, 
equipments, and related costs needed to modernize aircraft which are 
in use at the present time in allied countries. In those instances where 
an aircraft is to be modified to a specific configuration before delivery, 
this of course is done during the rehabilitation and preparation of 
the aircraft and the cost is paid from materiel program funds. 


The objective of the air defense ground environment project is to 
provide the essential communications and electronic equipment re- 
quired to establish central command control and direction of air de- 


fense in SACEUR’s area of responsibility. SACEUR ane a ae 
high priority to this project which will weld the existing national air 
defense systems into one unified system with an allied, as opposed 
to national, command, and control organization. The program will 
provide the high powe red, long-range control-radar ¢ equipment, gap- 
filler radar, and automatic data-processing equipment necessary to 
link together the existing radar net. It will provide support for all 
active air defense weapons for countries in the NATO area 

The funds requested are for the U.S. share of this project, which 
willbe a NATO multilaterally financed undertaking. 


INTERNATIONAL MILITARY HEADQUARTERS AND AGENCIES 


The amount of $11 million requested for international military 
headquarters and agencies in fiscal year 1961 is $3 million more than 
the amount in the fiscal year 1960 program. It is required to meet the 
U.S. share of the support and operating costs of : NATO International 
Military Headquarters, the NATO Central Europe (Pipeline ) Op- 
erating Agency, the NATO Maintenance Supply Services Agency, 
the South East Asia Treaty Organization (SEATO) Military Plan- 
ning Staff, and the Central Treaty Organization (CENTO) Military 
Planning Staff. Each of the countries participating in these activities 
contributes an agreed percentage of the total operating cost. The par- 
ticipating countries and the percentage they have agreed to contribute 
are shown as attachment F. 

(The attachment referred to follows:) 
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ATTACHMENT F 


er Cost-sharing formula covering international military headquarters and N ATO agencies 
iisca 

















| and {In percent] 
ment |NATO In- | 
ternational 
at. S Country Military CEOA! NMSSA?| SEATO? | CENTO 4 
rhich eres | “Head. 
longs | quarters 
on. of ee ee ee a ae er eae tar ce, at Mn «ee na Mee 
° United States ies ha iasaull a Caine aeawiaptabaaveee 24.90 | 39. 00 25. 70 95.00 1. 00 
vided Unite Kingdom..-- a ON Te oe at oa 19, 5O 10. 50 2 16. 00 20. 00 
oines i : 17. 1 16. 0 1f 7 £ 
aine Federal Republic of Germany.....-..--.-- 16. 10 10.49 | 17. 10 FRASER 
Vide It ; Sake eet BO hcscisde a nace ke 
. ( ae a ——— .s0 oe) bs 5 A 
will Belviu Bc rig Geet ER Oe Cee EA 2, 86 10. 49 3.04 
Nethe nds_. ai. i atta ae eae 2.85 10.4 eM BS i 
the Dent ce — eee ee . E me 
I ee ee | 1.65 ae .. 7 A), ( 
al ewe magi 11 Re NY Whoa ci cas cee ela 
Arts, P wal. __. Ko Cars So ete Se ae EE eel { . 59 
hb are fee gecaae eer seer tasees< torr aa | i: ep eneres 
vhere Icel na — anccn ante tute sees U5 CcaScipwecae|-eoqeee . ee ee 
very, BNO oc brdc ta oa ta pottind tid toes peipstsaacun|taasslts lenis 8.00 |_-...- 
yn of Aust E ea ete pee ae ee ec es ORE ee: RON. ate =) or mf ets 
Ne ES PS a = s 8.0 La Fas ws 
is to ae a OSes ieee eae a ied bean a 
t re lotal a a ES ala a 100. 00 100. 00 | 100. 00 LOO. Of 100. 00 
oS" | 
a, SN a eee meee? nas ; : , 
r ae Central European (Pipeline) Operating Agency (NATO 
very INATO Maintenance Supply Services Agency. 
. oe. ith East Asia Treaty Organizatior 
li All ‘Central Treaty Organization. 
osed 
will The total to be contributed by the other nations for this purpose 1) 
gap- fiscal year 1961 will be approximately $32 million as shown on the 
ry to following schedule—which also shows the distribution of the U.S. 
yr all share of $11 million among the various agencies. 
+a} ace aera Caen ree ii er he oeo Te 7 
yhien U.S. share Other countrie 
ent eae ae. ped Deeel See one ; Total cost 
Agency thousand 
Percent Cost in Percent Cost 
thousan 
aie ae 
: _ NATO International ilitar 
itary _Headquarters-_...-- 24.2 $9, 100 75.8 $28, 500 $37, 600 
$ CEOA sa ; - 39. 0 1, 500 61.0 2, 346 3, 84 
than a i = = a = » S67 
T the SEATO..... . : 25.0 $0) | 75.0 x) 120 
ional CENTO. at oe ae 20.0 70) R00 | OK() 251) 
Op- POUR x dab dawnechatek eae 25. 5 | 11,000 | 74.5 32, 083 43, 083 
ency, = atlanta taal : . ee 
Plan- NATO INTERNATIONAL MILITARY HEADQUARTERS 
itary ‘ ; . J yee ; \ as 
vitien For fiscal year 1961, $9.1 million is needed to fund the United 
par- States share (24.2 percent) of the support of the NATO peacetime 
‘bute military command structure. This is composed of the standing group 


and the three primary military commands—Supreme Headquarters, 
Allied Powers, Europe (SHAPE); Supreme Allied Commander, 
Atlantic (SACLANT); and Channel Command—together with 15 
subordinate commands and 8 standing group agencies. 
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Each NATO Headquarters and agency budget is reviewed by the 
supreme command involved, approved by the standing group from 
the military viewpoint, analyzed, appraised and recommended by the 
NATO Military Budget Committee, and formally approved by the 
NATO Council. The United States interest is expressed, through 
U.S. representation, at each successive stage of the budget formula. 
tion, review, analysis, and final approval. ‘The accounts of each head- 
quarters and agency are examined annually by auditors selected from 
member countries of NATO and appointed by the North Atlantic 
Council. 

CENTRAL EUROPE (PIPELINE) OPERATING AGENCY (CEQA) 


The request for the U.S. share of the support of this agency in 
fiscal year 1961 is $1.5 million. This agency operates the NATO 
Central Europe pipeline system constructed under the infrastructure 
program to supplement existing facilities in meeting the wartime 
needs of NATO forces for motor gasoline and jet fuel. The system 
consists of 3,000 miles of 4- to 12-inch pipeline, with a storage capacity 
of over 1 million cubic meters in 67 depots. The eight NATO coun- 
tries oo. the facility have agreed to share the operating costs to the 
extent that revenues from sales to using nations are not sufficient to 
cover operational costs. Since the system was designed to meet war- 
time requirements of NATO integrated forces (including our own), 
und because some links in the system are not yet operational, current 
expenses are not being met. by revenue. However, it is anticipated 
that by the end of fiscal year 1961, the system will be approximately 
75 percent self-supporting. 


NATO MAINTENANCE SUPPLY SERVICES AGENCY (NMSSA) 


The estimated requirement for the United States share of the ad- 
ministrative support of the NATO Maintenance Supply Services 
Agency in fiscal year 1961 is $300,000. This agency, established by 
the North Atlantic Council in 1958, facilitates the supply of mainte- 
nance material to NATO nations. 


SOUTHEAST ASIA TREATY ORGANIZATION (SEATO) PERMANENT MILITARY PLAN- 
NING STAFF 


The U.S. share of the fiscal year 1961 requirements for the SEATO 
Permanent Military Planning Staff are estimated at $30,000. As in 
NATO, the services of milit: ary personnel are contributed by the 
various participating countries. However, the administrative sup- 
port of the headquarters at Bangkok and its international activities 
is funded from the international budget to which each member coun- 
try contributes in accordance with an agreed cost-sharing formula. 


CENTRAL TREATY ORGANIZATION (CENTO) MILITARY PLANNING STAFF 


The estimated amount required for United States share of the sup- 
port of this group in fiscal year 1961 is $70,000. The United States 
is not a signatory to CENTO, but does maintain membe rship on the 
military planning staff of the organization and shares in the interna- 
tional budget covering the administrative costs of that activity. 
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MUTUAL WEAPONS DEVELOPMENT PROGRAM (MWDP) 


The estimated requirement to continue the mutual weapons develop- 
ment program in fiscal year 1961 is $40 million. This research and 
development project makes a contribution to the total NATO defense 
effort out of all proportion to the total cost involved. The primary 
objective is to increase the defensive capability of the alliance 
through U.S. assistance to selected research and development proj- 
ects for weapons of advanced design. Increasingly, MWDP is em- 
phasizing the development of those weapons systems w hich lend them- 
selves to coordinated E uropean production cost-sharing agreements. 

MWODP aid is provided in accordance with bilateral agreements 
with the participating countries. Technical agreements are signed for 
each project setting for the responsibilities of* the participants 
and specifying the costs to be borne by each country. Through fiseal 
year 1959, NATO countries participating in this program have obli- 
cated $199 million for approved MWDP projects. The compar: able 
U.S. contribution (excluding $7 million in technical services not at- 
tributable to specific country programs) has been $195 million, or 49 
percent of the total. Participating countries have also spent about 
$139 million on these projects prior to the MWDP agreements. Thus 
while MWDP costs are shared in general on a 50-50 basis, if these prior 
expenditures are taken into account, the U.S. share shrinks to about 36 
percent of the total. Moreover, as new projects are directed toward 
NATO multilateral financing, the NATO maritime patrol aircraft, 
for example, the U.S. share of the actual MWDP cost should fall sub- 
stantially below 50 percent. (For the martime patrol aircraft, the 
U.S. contribution of $6 million is 32 percent of the total cost of $19.4 
million, with France, Germany, the Netherlands, and Belgium pro- 
viding the remainder of the funds. ) 

The program currently comprises approximately 200 active projects. 
The fields of military research and development covered include air 
defense, combat air support, land combat, and antisubmarine warfare. 
More than 60 new weapons or components of military equipment have 
reached the production or field testing stage, and have been offered 
by the countries of origin to other countries throughout NATO. These 
include : 

France: 

SS-11 antitank missile. 

SDS ground search radar. 

Radio controlled detonating device. 
Flying target missile. 

Diversity radar. 

United Kingdom: 

Search and scanning hydrophone. 
Airborne interception radar. 
Norway: 
Terne antisubmarine weapon. 
P roximity fuze for mortar ammunition. 

Italy: 

Fiat G-91 lightweight strike fighter. 
Light vehicle for mountain troops. 
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MWDP support has also been provided to three NATO technical 
centers responsive to the needs of allied military command: the 
SHAPE Air Defense Technical Center at The Hague, the Training 
Center for Experimental Aerodynamics in Brussels, and_ the 
SACLANT Antisubmarine Research Center at La Spezia. Although 
initially financed with MWD funds, these centers are reverting to 
NATO multilateral financial support. 

Since 1958, data exchange agreements have become an additional 
activity under MWDP. These agreements permit project directors 
from the United States and the NATO country concerned to com- 
municate directly with each other regarding specified technical mat- 
ters of mutual interest. It is estimated that a total of 300 data ex- 
change agreements will have been signed by June 30, 1960. 

This program of participating in and thus having access to En- 
ropean research and development, provides important benefits to the 
United States by allowing us to draw upon the technical skills and 
scientific talents of some of the best minds in other countries of the free 
world. 

NATO INFRASTRUCTURE 


It is estimated that $90 million will be required in fiscal year 1961 to 
fund the United States share of NATO infrastructure. 

The estimated total cost to NATO nations of the infrastructure pro- 
gram authorized by the NATO Council through end of calendar year 
1959 is approximately $2.6 billion. It is estimated that 58 percent, 
or approximately $1.5 billion, has been expended in 14 NATO coun- 
tries through this same period. Funds are provided collectively by 
NATO member nations under the terms of NATO cost-sharing agree- 
ments. The U.S. share has varied from 48.1 percent for slice IT (ap- 
proved by the NATO Council in 1951) to 36.98 percent in the cost- 
sharing agreements approved at Paris in February 1957. The cost of 
land and local utilities is provided by the host country in addition to 
their cash contributions called for by the NATO cost-sharing formula. 

A new cost-sharing formula is being negotiated and probably will be 
agreed to by the NATO nations later this calendar year. This formula 
will be applicable to new projects yet to be approved by the NATO 
Council. Essential criteria used to establish the formula will be (1) 
contributive capacity of the member countries, (2) the economic ben- 
efit for the host country, and (3) the importance of the completed 
facility to the military forces of the participating nations. 

The Supreme Military Commands of NATO recommend important 
military projects, such as airfields, for construction at the joint cost of 
the NATO alliance. All projects are carefully screened by experts on 
the NATO International Staff and, after authorization by the NATO 
Council, are constructed by country authorities in accordance with 
standards established by NATO on land contributed by the host coun- 
try. During the course of construction, the projects are inspected by 
engineers of the NATO Military Headquarters, construction experts 
of the International Staff and representatives of the construction agen- 
cies of the countries concerned. Expenditures of international infra- 
structure funds are audited by a board of auditors appointed by the 
NATO Council. The United States is represented on this board. 

Obligations and expenditures of U.S. funds from military assist- 
ance appropriations for Infrastructure are as follows: 
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[In millions of dollars] 











Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
——_— ————————————————————————— | Oe —} |—— —— 
Obligations: 
NN as ateaeelasbiben esesicck Se setpoint psa eset anes oobi 89, 961 70, 000 90, 000 
CURRUISRI VG, COU OF FONE. noncceccccceconcnncccomessnecunes 667, 512 737, 512 827, 512 
Expenditures: | 
PIRI MRR he ht anne anin de meeya sue ton eee 54, 637 65, 000 | 70, 000 
REE OU OE ONIN aa nnn cawaiennnkchepuamsieianaeiths 506, 804 571, 804 641, 804 


Section 104(a) of the MSA authorizes the use of up to $1 billion 
to ii the U.S. share of this jointly financed program. By the end 
of fiseal year 1961 it is estimated that $916,512,000 of this authori- 
zation will have been obligated. This consists of the $827,512,000 
shown in the table above plus a net of $89 million made available 
from military department appropriations. 


WEAPONS PRODUCTION PROGRAM (WPP) 


Phe : issists ance to be furnished under this program in fiscal year 
196] imated to require $39 million. 

The weapons production program implements section 105(b) of 
the M dal Secur Ity Act of 1954, as ame nded,. 1 hich encourages co- 


operative efforts among the NATO members 74 the production and 

rocurement of military equipment. The objective is to enable 
friendly countries to manufacture and maintain modern military 
equipment. These countries will then be able to buy their weapons 
and spare parts from their own production sources with their own 
funds, 

The U.S. contribution varies with the specific project. Engineering 
r other services, samples of material, and specialized test equipment 

i tooling may be furnished. The United States will also furnish, 
s necessary, U.S. produced parts and components for incorporation 
into European production until such a time as the Europeans can 
produce components which meet acceptable st: andards, and take credit 
for this assistance to be paid back in completed end items or main- 
tenance parts. 

The selection of projects and the contributions to individual projects 
must be agreed upon among the countries concerned and the United 
States. The allied countries concerned are expected to procure the 
major portion of their requirements for materiel or services from 
these resources with their own funds. The fiscal year 1961 program 
will continue to support the HAWK and SIDE WINDER projects 
and help to initiate the coordinated European production of addi- 
tlona projects. 

The _ projects which I have just discussed—international mili- 
ae headquarters, mutual weapons development program, NATO 
infrastructure and weapons production program—are the subject of 
specific cost-sharing agreements with our allies, and it is therefore 
possible to determine the amount contributed by the United States 
and by the other countries. Since the beginning of these projects the 
United States has contributed 36.6 percent of the total cost while the 
contribution of our allies has been 63.4 percent as shown in the fol- 
lowing table: 
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Estimated contributions, fron inception of program to « nd of 1961 
I) tl nad 
Contr Du 
] Us Pe ent i t Pe t I I 
tribi other t 1 
countr 
International military headq 
encie J 60, 207 25 175, 898 74.5 2 l 
MWDP 275, 132 0.0 275, 132 50. ( 550, 2 
NATO infrastructure ? 916, 512 3s. 4 1, 470, 238 61.6 2, 386, TH 
WPP 2 103, 546 94.9 584.000 75. 1 lit 
l 1,44 S97 Zt}, € 42 A iS 63.4 Ww 
1 Other country contributik ) not include approximately $139,000,000 which these 
project prior to bi late IMWDP cal agreements with the United States 
2 The 38.4 perce os ised on the average U.S. contribution for slices II through XI 
Includes activity in predecessor programs (facilities assistance and sample weapon 
4 Excludes cost of contributed land and utilities 


NATO MAINTENANCE SUPPLY SERVICES AGENCY (NMSSA) 


The purpose of this Agency is to facilitate the supply of maint 
nance material for the military forces of the NATO nations rea 
consolidation of country requirements and coordination of procure- 
ment activities in a common NATO logistics organization. The 
Agency was established by the North Atlantic Council in April 195s; 
and is intended to serve as a regional spare parts supply organization. 

The United States assists the development of the Agency as a 
means for making the most effective use of European resources for the 
provisioning of spart parts for the weapons, equipment, and mainte- 
nance services needed by our NATO allies. We expect thereby to 
facilitate the assumption of complete financial responsibility for such 
provisioning by nearly all of our NATO allies, without detriment to 
the readiness of NATO's armed forces, and with the added advantages 
of a single areawide procurement agency. 

U.S. support consists of technical assistance in the form of training 
teams of various types, such as calibration teams, credit financing of 
Agency purchases of military maintenance equipment, materials, and 
services under section 103(c) of the Mutual Security Act of 1954. as 
amended, cost sharing of administrative expenses and provision of a 
share of initial depot stock of spare parts. 

In the fiscal year 1961 military assistance program, provision has 
been made for $2.8 million in credit financing and $22.2 million to 
complete the U.S. contribution to the spare parts depot stock. 


MISCELLANEOUS NONREGIONAL PROGRAMS 


The $32.6 million requested under this category in fiscal year 1961 
covers several unrelated items and includes: 

(a) Financing portions of the shipbuilding program deferred from 
funding in previous years. This program for financing construction 
of ships in approved military assistance programs requires 54.8 
million, a reduction of over $3 million from our fiscal year 1960 level 
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of activity. Shipbuilding in the United States is now included 
regular MAP orders. 

(6) Worldwide training requirements in the amount of $5.7 million, 
sibaceaeene the same amount as programed for fiscal year 1960. 
These requirements include the contract, per diem, and travel costs 
involved in the conduct of the Military Assistance Institute; reim- 
bursements to ICA for M AP-sponsored training of foreign personnel 
provided under auspices of the ICA; facilities and equipment costs 
for English language training at schools operated by the military 
departments; reimbursements to State Department for expenses in- 
curred for the administrative support of MAAG field training mis- 
sions in 11 countries; projects in support of the policy of increasing 
training in the United States for senior foreign military personnel 
and providing orientation and indoctrination for such personnel; and 
oversea foreign language training of MAAG personnel. 

(c) The sum of $18.8 million to administer and maintain the three 
installations being operated exclusively for and on behalf of the mili- 
tary assistance program. These are the logistical supply depot and 
inventory control point located at Tokorozawa, Japan, operated by 
the U.S. Army; the MAAG housing project in Korea; and the NA’ ro 
supply center at Chateauroux, France. The increase in requirements 
of approximately $3 million over the fiscal year 1960 level of activity 
is mainly attributable to the greatly expanded operation of the 
logistical supply depot in Japan and the maintenance and operational 
costs of the increasing number of family housing units wee associated 
facilities being m: ade avail: vble | for MAP personnel in Korea. 

(7) Fund requirements of $3.3 million for the a age and mainte- 
nance costs of authorized stoc sa These stockpiles result from (1) 
actions on the part of the military departments in declaring items 
excess, for which there will probably be a MAP requirement ; (2) the 

nability of countries to utilize items at the time they are ready for 
shipment, many times due to slippage of training or construction 
programs. These items are held in storage at MAP expense until 
shipped. 

In summation, Mr. Chairman, the appropriation request for the 
programs I have just discussed totals $345 milhion—S180 million of 
this amount is required for four projects which are subject to specific 
cost-sharing agreements resulting in the payment of 63.4 percent of 
the total cost of these projects by our allies. It should be emphasized, 
however, that the entire military assistance program, for which $2 
billion is being requested in fiscal year 1961, is a mutual undertaking, 
the costs of which are shared by ourselves and our allies. It is our 
policy to increase the mutuality of the effort and to encourage our 
allies to share increasingly in the burden of our common defense. 
M: any of the programs which I have been discussing with you today 
are in the nature of catalytic agents in this endeavor—a contribution 
by the United States stimulates a greater contribution from our allies. 
Together, these contributions to the common defense effort which 
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transcends country and regional boundaries help to mold an effective 


free world deterrent posture. 
Mr. Chairman, that concludes my statement on the nonregional part 


of the military assistance program. I and my associates will be glad 


to answer any questions. 

Mr. Passman. Thank you very much for your statement. 

The dollar request for the nonregional program amounted to 
$256.895.000 in fiscal 1959; it was increased to $346.262,000 for fiscal 
1960, and you are requesting $345,320,000 for fiscal 1961. 


CUMULATIVE TOTAL OF PROGRAM 


Would you tell us the cumulative amount of the program through 
fiscal 1960 ¢ 

Mr. Lerrinewe.t. I do not have the cumulative total. The amount 
for this year, estimated for 1961- 

Mr. Passman. We have that. We want the total through June 30, 
1960. 

Mr. Lerrinewewi. The total which has gone into this program—— 

Mr. Passman. Not expended, but programed through June 30. 

Mr. LerrrnGwee. 1960, $1,560 million. 

Mr. Passman. Our book shows $1,560.078,000. Is that correct ? 

Mr. Lerrinewe.u. That is right; yes, sir. 


LOCAL CURRENCY 


Mr. Passman. Could you tell us the amount of local currency, dollar 
equivalent, which has gone into this phase of foreign aid in the same 
period ? 

Mr. Lerrincwe.it. We do not have the total. The local currency, 
Mr. Chairman, that goes into the program, we buy from the Treasury 
and reimburse the Treasury out of these funds. 

Mr. Passman. How much local currency have you used in fiscal 
1959 and fiscal 1960 ? 

Mr. LerrinGwe wu. I have for 1961, but I do not have it for 1959 
or 1960. 

Mr. Passman. In your statement you said: 

Recipient countries will also give the U.S. Government an estimated $3.4 
million in local currency in fiscal 1961 for the support of the MAAG’s. This 
contributed currency is then deposited in a special U.S. military disbursing 
office account in the local country. As funds are required they are drawn from 
this account and the equivalent amount in appropriated dollars is returned to the 
U.S. Treasury. 

Mr. Lerrinewe... I understand the question is how much this was 
in 1959 and 1960. 

Mr. Passman. That is correct. 

Mr. Lerrincwe.u. The amount for fiscal year 1959 was $3,366,000: 
for 1960, $3,437,000; and for 1961, $3,434,000. 

Mr. Passman. About 1 percent of the total. This is out of adminis 
trative expenses / 
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Mr. LerrinGwe.u. Yes, sir; this is all administrative expense money 
Iam talking about. 
ADMINISTRATIVE EXPENSES 


Mr. Passman. You are asking for $25 million for administrative 
expense in 1960? 
Mr. Lerrineweu. That is right. 


SUMMARY JUSTIFICATION DATA 


Mr. Passman. Insert pages 285 through 289 at this point in the 
record. 


(The pages follow :) 
ADMINISTRATIVE EXPENSES 


Definition and objectives.—The administrative and operational support of the 
military assistance program is paid from the military departments’ appropria- 
tions and the mutual security appropriation. The military departments’ appro- 
priations cover such expenses as: (1) Pay and statutory allowances of military 
personnel in the United States and overseas; (2) medical expenses, including 
facilities of military personnel and dependents; (3) approximately one-half of 
the travel expenses incident to the change of station of military personnel and 
dependents ; and (4) operation of welfare and recreational facilities for military 
personnel and their dependents. Mutual security funds pay for administrative 
and operational requirements generated by the military assistance advisory 
groups (MAAG’s) and other oversea and departmental military assistance 
program activities which are clearly identifiable as additional to the facilities 
and services furnished from military appropriations through the normal service 
programs. In some countries, the host government furnishes a portion of the 
administrative support of the MAAG’s as assistance-in-kind in the form of rent- 
free office and residential space, services, equipment, ete. 

{ccomplishments.—During fiscal year 1960, mutual security funds are being 
utilized to provide for administrative activities concerned exclusively with the 
MAP in the Office of the Secretary of Defense, the military departments, the Air 
Materiel Command, four oversea regional groups, the MAAG’s, and the U.S. 
elements of three oversea international organizations. The regional groups 
include : 

(1) The Office of the Defense Advisor to the U.S. Mission to the North Atlantic 
Treaty Organization (DEFREPNAMA), and the military assistance elements in 
the unified commands of the three commanders in chief ; 

(2) CINCEUR (Europe and Near East) ; 

(3) CINPAC (Far East and Pacific) ; 

(4) CINCARIB (Caribbean). 

The international organizations are: 

(1) The North Atlantic Treaty Organization (NATO) ; 

(2) The Southeast Asia Treaty Organization (SEATO) ; and 

(5) The Central Treaty Organization (CENTO). 
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In addition, the Department of State is reimbursed for Common. services 
performed for the MAAG’s by the Embassies in many countries. 

To achieve maximum economy by utilizing existing facilities to perform a 
multipurpose function, these common services are being furnished by the Embas- 
sies for members of the country teams. The mutual security appropriation 
reimburses the Department of State for a pro rata share of the cost applicable 
to the administrative support furnished each MAAG as one of the members of 
the country team. Similarly, administrative support in one country is being 
provided, in part, by the International Cooperation Administration (ICA), 

Fiscal year 1961 program.—The fiscal year 1961 appropriation request for 
“Administrative expenses” of the military assistance program is $25 million, the 
same amount and for the same general activities as that appropriated for fiscal 
year 1960. This sum will provide the funding for the administrative and opera- 
tional expenses of departmental and field activities in the United States, the four 
oversea regional organizations, the MAAG’s, and the U.S. elements of the three 
international organizations. The Department of State and the ICA will con- 
tinue to furnish administrative support to oversea activities on a reimbursable 
basis. 

Departmental.—The administrative and operational expenses of the military 
assistance program in the Office of the Secretary of Defense and in the Depart- 
ments of the Army, Navy, and Air Force, and the Air Materiel Command in the 
continental United States will be approximately 1 percent higher than in fiseal 
year 1960. This slight increase will provide more temporary duty travel by 
the military services to the unified commands, whose role in MAP programing 
has been increased. 

Overseas.—The total oversea administrative costs for fiscal vear 1961 will be 
slightly less than that programed for fiscal year 1960. Estimated worldwide 
oversea costs compiled from an evaluation of individual MAAG requirements 
reflect an increase of approximately $200,000 for activities in the Far East and 
Pacific regions and $26,000 in the Caribbean region. This increase is offset by 
a downward trend in excess of $300,000 for activities in the Furopean and Near 
East regions. Administrative expenses of these activities will be confined pri- 
marily to costs related to: 


Military assistance fiscal year Programed Delivery Unliqui- 
Kper lated 
Actual fiscal year 1959 ae 93 217 24 62] 
Cumulative June 30, 1959 209, 827 23, 256 6, 57 
Estimate fiscal year 1960 25, 000 23, 804 
Cumulative June 30, 1960 934 97 997 (60) 7 767 
Estimate fiscal year 1961 | 25, 000 25, 000 eet 


(1) Temporary duty travel and routine operational support requirements for 
efficient implementation of the military assistance program ; 
(2) Current station allowance rates authorized by joint travel regulations; 
(3) Permanent change of station travel and related costs incident to personnel 
rotation policies stated in Department of Defense directives ; 

(4) Statutory pay of civilian personnel programed for and assigned to the 
military assistance program Oversea activities. 
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services COMPARATIVE SUMMARY OF DrrREctT OBLIGATIONS BY OpsEcT CLAss— 
e ADMINISTRATIVE EXPENSES, MILITARY AssISTANCE PROGRAM 
orm a 
mbas- Department of Defense— Total departmental and overseas 
riation 
plicable 
bers of 
s being 
\ ) | Num- Amount Num- Amount Num Amount 


Actual, 1959 | Estimate, 1960 Estimate, 1961 


" ber ber ber 
est’ for 
ion, the 
r fiscal MILITARY PERSONNEL 
| opera- Total number of permanent positions 1 20001.. 1,988 |_. 1,981 |_. ——— 
he four Average number of permanent personnel 2.044 1, 985 1. 979 _ 
Number of military personnel, end of year_| 2,044 |_.-- 1, 986 7 1, 980 
bs three Payment above basic rates, military per- | 
ill con- nnel: Station allowances en $2, 201, 525 $2212 150 '1-...-. $2, 132, 723 
ursable aa - 7 2 on 
lotal, military personnel 2, 044 2, 201, 525 1, 985 2, 212, 150 1,979 2, 132, 723 
nilitary CIVILIAN PERSONNEL 
Depart- 
7 ! Permanent positions, United States 3 1193 | 7,543, 519 1, 201 7, 690, 132 1,197 | 7,768,161 
in the Deduct lapse. -- : : 62 393, 357 13 286), 279 25 159, 259 
n fiseal ‘et permanent personnel, United States i. 13! 7. 150, 162 1, 158 7, 403, 853 1,172 7, 608, 902 
ivel by Average permanent local personnel 367 323, 457 224 233, 665 224 254, 420 
ms — Average part-time and temporary person- 
ramming 2 22 405 2 30, 680 2 30, 680 
{verage employment, all civilian person 
. r 5 oF , 23n 7 BAR. 1K a4 7 QC ? 
will be | i ~ 1, 500 7.49 024 1, 384 7, 668, 198 1, 398 7, 894, 002 
a | Regular pay in excess of 52-week base 26, 717 56, 571 28, 916 
rldwide Payment above basic rates, civilian per- 
‘ements nel 
oo Allowances 295. 034 349, 494 351, 352 
ist and Overtime and holiday pay 144. 019 140. 884 119.178 


fet by 
d Near Total, civilian personnel 1,500 | 7,961,784 | 1,384 8,215,147] 1,398 | 8,393, 448 


ied pri- DIRECT OBLIGATIONS 


Personal services 10,163,319 |_. 10, 427, 297 10, 526, 171 
2 Tra 3, 974, 703 : 4, 653, 374 4, 707, 989 
- I sportation of things 1, 419, 048 1, 690, 259 . 1, 602, 561 
C nunication services 91, 434 97, 106 : 104, 001 
nliqui- Rents and utilities services 45, YRS 49, 720 49, 720 
lated I | t nd reproduction 85. 006 93, YOO 93, 900 
Othe ntractual services 6, 284, 536 6, 364, 925 6, 241, 697 
ervices performed by other 
wencles 5, 333, 127 5, 275, 100 5, 175, 100 
6, 571 I esentation allowances 100, 310 124, 900 124, 900) 
rae S Suppli nd materials 635, 842 629, 771 573, 415 
7, 767 ) Equipment 5S0. S61 503. 799 600, 027 
jee | ie 122, 040 8, 000 126, 535) 
I 1 of 
———— G ae 
| i eme ae 451,942 168, 647 479, 542 
nts for | R A), 327 16, 01 15, 700 
I 4, 587 5, 192 5, 277 
ations; Tot ‘ 23. 757, 583 2 OOO. OOO 25 O00. OOO 
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Departn ental and U.S fie d, 


organizations 


V/ 


MI AT ri s¢ I 
r« nu r of pern ent positions 4 9 
Ave ‘ lmiber per hent personne LYS zi) 
Avera number ¢ porary duty pe 
Number of1 t \ mnel end ve 2th2 < 
Pay t hove t th t 
| +f ' Dee, 22 
ry | 1 s £O, £4 
P ty \ . 2 6, 255, 742 ’ 
Deduct p ( 521), 22t 
\ ry I { State SSE 5 U3 t rT 
A\ e] per ( 
Ave t vorar pe 
) ‘ 2 2 (4S 
Ave ( pio ! | 
onne SAN 4 ¥ 
Payvmet! othe ( nburse 
Regu | ‘ I 2 s 
$9. 258 
4) rt 137. OOF 
‘ RNS 6. 164, 825 O05 
IR be 
OL Pe ! ‘ 6. 193. 048 
02 T) ‘ 674, 902 
O38 Ir ort ym ¢ I 15. 585 
04 Cx munications S @1 451 
05 Rents and utilit ‘ 511 
06 Printing andr Lictic 78, 119 
07 Other contractu ! ‘ 147, 467 
Services rmed b the 
wWencires ° 
OS Supplies and mater 27.09) 
09 Equipment 30, 702 |_. 
Passenger vehicles 
11 nd contribution 
contributior 81. 187 
13 ndemnit 7, 390 
15 sments 1, 897 
Total direct obligations... 7, 629, 409 
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Actual, 1959 Estimate, 1960 Estimate, 1961 
e, 196] - 
Num- Amount Num Amount Num Amount 
ber ber ber 
A mount \ 
MILITARY PERSONNE! 
Total number of permanent positions 1, S46 1, 784 1777 
Average number of permanent personne! 1, 846 1,781 17 
Average number of temporary duty 
rt nnel 
Numb f military personnel end of vear 1, 842 1,782 776 
Payment above basic rates, military 
t Station allowances $2, 173, 302 $2, 180, 650 2, 101, 223 
$31 i > . a 
, military personne 1,846 | 2,173,302 | 1,781 2. 180, 650 17% 2.101, 223 
1 { | sf 
I 
iw lit positior { ted State 1. 287.777 D547 203, 441 ~ yO 
“ ID t lapse 73, 131 é 13, 150 < FIM 
th) 
Net | ent personnel, United Stat 1, 214, 646 2 x0), 291 250 304, 99 
, Ave 1 ne personne $23 457 224 2333, Gf 224 254, 421 
: \ rt-t ! temporary pe 
' 23 6 6s 
, Ave ent Vilian person 
612 1. 540, 460 179 4, Ht iNi 60, 092 
| ‘ e} ‘ mburse 
a3 
Regu s 2-week base a O14 $842 
} ar ‘ ‘ 
24,4 
\ ‘ 245, 77 204, SU4 272 2 
a ( 7.014 6, 094 GR 
ll 5 -~ 
bi | personne 612 1. 706, 969 474 704. 638 1s x4 64 
6. 553. 08 
| ‘ 3. 970. 271 3 Y75, 28S 3, 941, 5S 
9 2OU, XI 3, 778, O37 3, TH4, 34 
o wear 03 I m of th 1, 403, 458 1, 672, 259 SI, fil 
i 4 ( l tion servi 24, G24 OY. Si) 34 
ryder 05 Re ilities service 45,477 19, 724 49, 721 
4 wt reproductiot 6. 8R7 10). 404 4 
{ ‘) ‘ ontractu ery t 6. 137, 06Y #24, 021 814. 432 
oe | performed by the 
= encies $33, 127 275, 10K 175, 104 
Representation allowances 100, 310 124. 900 124. Wr 
0S Supplies and material 608, 751 586, 471 530, 11 
10 09 Equipment 550, 159 475, 709 972, 027 
S ( U 
7 Passenger vehicles 122,040 S, OH 126, 
10 Lands and structure 
405 Ga ll Grants, subsidies, and contributions 
y - wre 1 
om i Retirement contribution 70,7 73, O07 (3, 614 
"a 13 Refunds, awards, indemnities 2 937 2 3h\ > 
- 15 Taxe nd assessments 2, 690 3, 167 3.177 
8, O40, 1 lotal direct obligations.. 16, 128, 184 16, 585, 925 16, 353, 280 
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PERSON NEL 


Mr. Passman. What is the number of military personnel and 
civilian employees for the military assistance program financed by 
this appropriation ¢ 

Mr. Lerrinegwe.t. You are asking, Mr. Chairman, for the number 
of military personnel financed out of the $25 million we are asking 
for administrative expenses in 1961 4 

Mr. PassMan. Yes, sir; military and civilian personnel, 

Mr. Lerrincweu. The total milit: ary for 1961 is 1,979. ‘The total 
civilian is 1,174. This is on page 287. 

Mr. Passman. The figure for civilians is 1898; Is it not / 

Mr. LerrinGwew. Military, 1,979. 

Mr. Passman. The total civilian / 

Mr. Lerrincwe.u. 1.398, including foreign nationals. 

Mr. Passman. In addition, the three military services donate in 
various countries additional personnel and services not chargeable 
tothe program. Is that not correct ‘ 

Mr. Lerrincweti. From the service appropriations, the pay of all 
personnel assigned to military programs is paid, Mr. ( ‘hairman. 

Mr. Passman. But in addition to the number of civilian and mili- 
tary personnel listed under this item, is it not true that the three 
services donate in various countries additional personal services 
which are not charged tothe program ¢ g 

Mr. Lerrincwe.u. Not to the administrative operation of the pro- 
oram. There are military personne] assioned to the training mis- 
sions, but their cost 1s not charged to the S25 million vdministrative 
expense. 

CONTRIBUTION OF MILITARY DEPARTMENTS 

Mr. PassmMan. May I refer you to page 783 of the hearings last 
year: 

How much of the administrative costs for this program are borne by the 
three services of the Defense Department, by items? 

Mr. Suaw. We have never been able to Compute exactly how much the service 


budgets contribute to the operation of the MAAG. It has been estimi ited that 
the overall cost of administering the program might be in the neighborhood of 
SSO million, so the difference between our 25 and the SO ae: re D resent what 
I ot is the cost being absorbed by military depa irtment appropriations 

Mr. PASSMAN. This would be approximately 855 million? 


Mr. Suaw. Yes, sir. 


Mr. Stiaw. May I comment on that 4 

Mr. PassM in. We would ada that to S4.175 mail] ion to cre the total, 
if we wanted actually to pin down what is in the mutual security 
program ¢ 

Mr. Suiaw. You would, Mr. Chairman, but just 2 moment ago you 
referred to the contributions of the military oversep The estimate 
that we referred to in last vear’s statement included ghee total « ‘ontri- 
bution we estimated in a very rough way ae services were making 
toward the military assistance program. 

Mr. Passman. To get the total cost of the dollar re quest for the mu- 
tual security program, would we not have to add to that the 855 million 
referred to at page 7S:} of last vear's hearings / 
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Mr. LerrinGwevi. We estimate the contribution of the military de- 
partments is approximately the same as it has been in the past. 

Mr. Passman. That is under just the military portion of it? 

Mr. LEFFINGWELL. Yes, that is correct. 

Mr. Passman. Under the civilian, would that have to be obtained 
elsewhere? You would not know about that. This would be in ad- 
dition to the $4,175 million. 

Mr. Lerrincwewi. This is an expense which is borne by the military 
department appropiration. 

Mr. Passman. Which would add to the overall cost of the mutual 
SeCHrity program. Is that a correct statement / 

Mir. Lerrinowexi. That isa correct statement. 


NUMBER OF PERSONNEL 


Mi. Passaran. What is the number of personnel, military and civil- 
ian stationed in the United States including the District of Columbia, 
and what 1s the number overseas / 

We find instances now where the miltary cut theirs down and the 
check is picked up by the mutual security program. 

Mr. Lerrincwevvi. Mr. Chairman, there are 204 military personnel 
assigned to military assistance program stationed in the Depart- 
ment of Defense and in the U.S. field agencies. 

Mr. Passman. The number of civilians? 

Mi. Lerrine wevxi. The number of civilians is 918. 


CIVILIAN PERSONNEL COS 


Mr. Passman. What is the cost 4 

Mr. Lerringwevtni. At a cost for the civilians of $6,553,084. 

Mr. Passman. Would vou give us the cost, 1959-60, to the Secretary 
of Defense, the military departments, the Air Materiel Command, the 
four oversea regional groups, the MAAG’s, and the U.S. cost of the 
three international organizations, and what is the amount proposed 
for fiscal vear 1961 ? 

Mr. Lerrinewevi. Of the three international organizations, Mr. 
Chairman. the estimate for 1961 for the NATO International Mili- 
tary Headquarters is $9,100,000: for SEATO, $30,000: and for the 
Central Treaty Organization, $70,000, 

Mr. PAsSsMAN. We note the lapse figure for civilian personnel iS 
dropping from 62 in 1959 to 43 in 1960, and estimated at 25 in 1961. 
Would you care to comment ? 

Mr. Lerrincweii. That the civilian personnel are dropping? Is 
that the question 7 

Mr. Passman. The lapse figure for civilians. 

Mr. Suaw. Mr. Chairman, these estimates are prepared by the mili- 
tary departments. We simply assume that the estimate of lapse is 
less than it has been in prior years. I do not think it possible for us 
toexplain it. Wedo not have the answer. 

(The following was submitted later :) 

As can be noted from reference to the object classification schedule. gross posi- 
tions remained relatively constant for the 3-year period with lapses decreasing 
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from 62 in fiscal year 1959, to 45 in fiscal year 1960, to 25 in fiscal year 1961 
Lapses indicate that a requirement has been established and the positions author 
ized with a resultant delay in filling them. 

The object Classification schedule is developed on the basis that a nomber of 
these unfilled positions will be staffed in fiscal vears 1960 and 1961.) The increase 
in the number of personnel is attributable primarily to 

1. Additional staffing required incident to visits of foreign nationals to 
this country to observe the production of modern weapons 
2. Augmentation to staff strengths of headquarters in unified commands 
overseas 

* Emphasis on obtaining better financial and management control of 
MAP common item orders, 

$4. Additional staffing requirements to process more expeditiously and 
efficiently the current military sales requests 
». Additional personnel requirements attributable to the introduction of 
new Weapons training in MAP 

6. Staff increases in certain MAAG’s in compliance With manpower survey 
teams’ on-site studies and recommendations 

7. Filling four vacancies in OSD area consisting of one additional man-vear 
in OASD/ISA, one in the General Counsel's office, and two in JCS 
able against MAT administrative expenses 


, charge- 


INCREASE IN ALLOWANCES FOR CERTAIN PERSONNEI 


Mio. PAssu aie What hhets enused he mcrense of about sob, mw) “or 
allowances since 1959 for civilian person el, when there has been an 
increase of only four positions / 

Mr. Lerrincwenu.. It would be represented by increased station al 
lowances, possibly in some countries. Mr. Chairman. We could get 
votla brenkdow) of that. if vou wish. 

Mir. Passaanx. That would vive about S13.000 increase for each one 
on an allowance basis. 

Mr. Lervincwenen. Mr. Chairman. I do not have here with me the 
details that make up these estimates. 

Mr. PASSMAN, Tlow are Vou Gorn 
Information / 


Mr. Lerringweun. T shall be glad to eet the information. 


rto qustifs it + we do not vel the 


4 


Mr. Passman. Do any of vour supporting witnesses have that 
; 1} ~ 
information 4 

Mr. Snaw. Mr. Chairman, the number of persons who are being 
supported under the administrative expense limitation account mn 
MAP remains approximately the same. The Support COSTS, therefore, 
are generally thesame. That is the reason why we are asking this vear 
the same amount that we have asked in prior vears. 

Mr. Passman. But you had an increase of Sd56.000 sinee 1959 for 
civilian personnel, and there has been al increase of only four PoOsl- 
tions. Do vou not think we ought to have a bit more explanation on 
that / 

Mr. Lereincwen.. Mr. Chairman, the permanent post personnel 
have gone up over the period, and the estimate on allowances is based 
on the number of permanent personnel stationed in the area. 

(The following was submitted later :) 

Allowances provide for quarters, subsistence, and station differentials of 
personnel located in oversen areas. The increased requirement to provide this 
support is affected by the worldwide rotation of personnel rather than the in- 
crease of four positions reflected in the object Classification schedule. As such, 
the budget must be computed on a factor basis, taking into consideration : 
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(a) Number of personnel to be rotated. 

(b) Oversea areas to which the personnel are destined. 

ic) Latest allowance factors resulting from periodic reviews and revisions 
to reflect Changing living conditions in a country. 

id) Rank of personnel being assigned. 

¢) Marital status and number of dependents. 

(f) Availability of housing facilities, i.e., Government versus private quarters. 

The estimated $56,000 increase in fiscal year 1961 over fiscal year 1959 is a 
composite total of both increases and decreases on a country-by-country world- 
wide computation. 


Mr. Passman. On page 287, showing vour administrative e xpel ISeS, 
for fiscal vear 1958 you had 823,631,778, and in 1959 vou had $23,757, 
393. The committee recommended the full request of $25 million for 
fiseal 1960, In 1961 you are also requesting 325 million. 

It is not necessarily vour fault that these expenses go up when you 
vel just what you ask for. We thought mavbe on this one item you 
vould have a little detailed information. 

Mr. Suaw. Mr. Chairman, there have been official wage increases 
and there have been other reasons of that sort which have increased 
the estimated cost of our administrative e Xpense ac tiv ity. 

Mr. Passman. What has been the amount of the increase which 
would be applicable to wage increases / 

Mr. Suraw. No. we do not have that. 

Mr. Passmaan. I think the last wage increase was In 1959, 

Mr. Siraw. It was appleable in 1960, 

Mr. Lerrinaweu.. The ditference would be reflected, Mr. Chairman, 
in the Inerease in personal services, which increased from 810,163,000 

LQ to SLO DP6 01 ), 


STATUS OF OBLIGATIONS 


Mr. Passman. That is what were trying to find out about these 
personal services. What have vou actually obligated as of April 30 
out of the 825 million for administration 4 

Mr. Suaw. T cannot give you the obligations for that. 

Mr. Passaan. What amount do you estimate will be unobligated 
as of June 304 

Mr. Straw. None. 

Mr. Passman. How could vou estimate that there will not be any, 
then, when you cannot give it tous as of April 30! 

Mr. Suaw. Mr. Chairman, the activities we are supporting under 
administrative expense continue the same throughout the year. We 
expect there will be a complete obligation of this account in fiseal 
Vear 1960, 

Mr. Passman. What was the amount of the obligations through the 
last date which you have available? 

Mr. Siraw. I do not have obligations here, Mr. Chairman, broken 
down in this way. 

(The following was submitted later :) 

Obligations reported through March 31, 1960, total $17,471,147. 


Mr. Passman. Did you have any unobligated funds out of fiscal 
19597 ; 
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Mr. Suaw. We had a million unobligated in fiscal year 1959, 

Mr. PassMan. You estimate that in fiscal 1960, though, you are 
going to obligate all of it / 

Mr. Suaw. I think it is perfectly fair to say that we expect to obli- 
gate the entire amount, Mr. Chairman. 

Mr. Passman. But you could have an unobligated amount. It is 
too early to predict. 

Mr. Suaw. It is too early for us to give you a firm figure. 

Mr. Anprews. Will you find out what he expects to have at the end 
of fiscal 1960 ¢ 

Mr. Passman. He says he estimates he will not have anything un- 
obligated. ; 

Could you tell us the last date that you have an actual accounting 
as tothe amount of the obligations / 

Mr. Suaw. March 31. 

Mr. Passman. What was the unobligated amount ? 

Mr. Suaw. I do not have that here, not broken down in this way. 

(The following was submitted later :) 

The unobligated balance for administrative expenses, as of March 31, 1960 
totals $7,528,853. 

Mr. Passman. We usually have to consider this item by item. We 
will not quarrel over it. 


REPRESENTATION ALLOWANCE 


You have a representation allowance for 1961 of $124,900. How 
does that compare with the total for fiscal 1960 4 

Mr. Murpny. That is fiseal 1960, Mr, Chairman. 

Mr. Passman. For fiscal 1960 you had $124,900 ¢ 

(O4f the record. ) 

Mr. Murriry. They are both the same. 

Mr. Passman. What did you have in 1959 ? 

Mr. Lerrinewetn. $100.310. 

Mr. Passman. That one is really going up. Percentagewise, that 
is a very substantial increase, some $23,000 ? 

Mr. Suaw. Mr. Chairman, the amounts are based upon the numbet 
of persons, the number of officers who are assigned to MAAG’s, 

Mr. Passman. I was going to ask that question next: Who receives 
this allowance / 

Mr. Lerrinewewui. The allowances are for the chief of the MAAG 
and the three chiefs of the service sections, Mr. Chairman: then the 
other officers who have official entertainment. 

Mr. Passman. Will you give us the number who received funds 
out of the representation allowance for 1959, 1960, and estimated for 
1961 ? 

Mr. Lerrineweu. Yes, sir. 

Mr. Passman. All right, sir. 

Mr. LerrinecweELt. I cannot give it to you; but I can supply it for 
the record. 

Mr. Passman. Can you state the number who received out of this 
allowance in fiscal 1959 ? 
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Mr. Lerrineweii. I do not have any of that information with me, 
Mr. Chairman. I shall be glad to furnish it for the record. 
(The following was submitted later :) 


Estimates for representation allowances are not based on the total military 
strength of the MAAG’s, but on the number of field grade officers in accordance 
with the following schedule: 


15 to 24 field grade officers____-_ chs ae Linke es ete) Re ee. Ee 


to 32 field grade officers__- seret ee ee ee ds Pe 
or more ____ 7,000 per MAAG 
The entire military strength of the MAAG may participate in the activities 
funded from this allowance. For fiscal year 1961 the estimated number is 1,775. 
Not more than $1,200 may be used by the MAAG chief, and not more than $800 
by each service section chief. 


or 
-? 
99 
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Mr. Passman. Well, it will be a very voluminous record. I hope 
we have sufficient time to check back on it. Have you any idea whether 
you are going to have more people dipping into this representation 
allowance in 1961 than you had in 1960 and 1959? 

Mr. Lerrincwetu. If we have MAAG’s in new countries, Mr. Chair- 
man, there will be a requirement for additional representation. 

Mr. Passman. Is it not true that the number of permanent person- 
nel is dropping? I refer you to page 287 of your justifications. 

Mr. LerrinGweu. Yes, sir: that is true. 

Mr. Passman. If they are dropping, why should not this represen- 
tation allowance drop ? 

Mr. Lerrineweii. The drop may not necessarily be in the oversea 
MAAG’s, and the representation allowance goes to the chief of the 
MAAG and the chiefs of the three service sections. 

Mr. Passman. It is dropping overseas, too, from 1,842 in 1959 to 
1.776 in 1961, They are both dropping. 

Is the type of representation becoming a little bit more expensive ? 

Mr. Lerrtnewetu. No, sir. 

Mr. Passman. Then why would you need—— 

Mr. LerrinGweii. There is an established scale of representation 
allowances. 

Mr. Passman. Wasthat true in 1959? 

Mr. Lerrinewein. That was true in 1959 and 1960. 

Mr. Passman. And 1960 and 1961. When you are dropping in 
both categories, why is it up from $100,310 to $124,900? 

Mr. Lerrineweti. I do not know why it has increased, Mr. 
Chairman. 

Mr. Passman. The personnel is decreasing, and the representation 
allowance is increasing. 

Mr. Lerrineweiti. Mr. Chairman, you understand none of this rep- 
resentation allowance is paid without a voucher for 1 

Mr. Passman. I certainly hope not. That still aia not modify the 
fact that both the civilian and officer personnel are going down, and 
the representation allowance is going up. 

(Off the record.) 

Mr. Passman. What are the allowances in the amount of $79,200 
that the civilian employees in the United States receive, found on page 


Yaw / 
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While you are looking it up. | believe the record indicates that this 
item, payment above basic rates, civilian personnel allowances, 1959, 
$49,000 plus, jumped up to 884,000 plus in 1960, and it will be 879,000 
plus in 1961. 

Mr. Lerrincweuu. This is overtime, Mr. Chairman. 

Mr. Passman. No. The overtime comes in the next line. There js 
overtime, and holiday pas follows directly under that. This is the line 
above that. 

Mr. Lerrincwevi. Mr. Chairman, if vou refer to the top of the 
page it savs “Ineludes U.S. reaional org@anizat ions. Sothere are some 
personnel included in here who are stationed overseas. This is to 
cover their station allowance. 

Mr. Passman. Could we say for the record that we will have to 
take this ane on faith then ? 

Mr. Lerrincweiui. Yes, sir. 


TRAVEI 


Mr. Passman. Why should the travel request for the United States 
amount to $973.643, an increase of SZ98.741 above the actual expendi 
ture for this purpose in fiseal 1959 / 

Mr. Lerrincweun. This is the cost. Mr. Chairman, of the travel 
officially performed in the interest of the military assistance program. 
The estimate has been increased by agencies which are administering 
it. 

Mr Passmawn. Going all the way from 1959 through 1961, the num- 
ber of personnel, military and civilian, will be up only 56, vet vou are 
asking for an increase of S298,741 above the actual expenditure for 
1959. Tas travel expense increased that much ? 

Mr. Suaw. Mr. Chairman, there is no way of our controlling the 
frequeney or the period during which there is rotation of personnel 
assigned to the various places. An explanation of this increase 1 
travel costs will be supplied for the record. 

(The following was submitted later :) 

The budget reflects increased fiscal vear 1961 requirements in both temporary 
duty travel (TDY) and permanent change of station (PCS) travel 

The increase in TDY results primarily from additional travel budgeted for 

1. Training conferences : 

MAAG chiefs’ conferences: 

Manpower surveys: 

Stepup in inspections of construction sites : 

. Additional requirements of the IRBM program, including travel inci- 
dent to the negotiation of technical arrangements with three sovereign 
countries : 

6. Participation in programing conferences and reviews at Unified Com- 
mand headquarters necessitated by the decentralization of program develop- 
ment and review. 

The PCS travel reflected in object classes 02 for travel involved and 03 for 
transportation of household effects provides for worldwide rotation of MAP 
personnel. The budgeted increase in requirements is attributable primarily to 


compliance with rotation policies stated in Department of Defense Directives. 


ee FS 


Mr. PASsMAN. This is US. Department of Defense, departmental 
and U.S. field. includes U.S. regional organizations. 
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OTHLER CONTRACTUAL SERVICES 


What is the composition of the request for 8$427.265 for other con- 
tractual services, an increase of SZ79.798 above the actual expenditure 
for this purpose in 1959? 

Mr. Lerrineweuni. The other contractual services, Mr. Chairman, 
show a breakdown of the total estimate for 1961 of $6,241,697. 

Mr. Passman. That is United States and overseas. We want the 
United States specifically. What is that amount ? 

Mr. Lerrincweiu. The military services show $787,697. These will 
be for labor contracts, contracts for maintenance of and repairs to 
land 

Mr. Passmanx. You are reading the wrong thing. 

Mr. Lerringweii. The principal item in that is contracts with the 
Service Bureau Corp. for IBM data processing for the program. total 
ne s394,000. 


ALLOWANCE FOR OVERSEA PERSON NEI 


Mr. Passman. Allowance for oversea personne! has inereased to 
S172Z.152 in fiseal 1961. which is 826.576 more than for 1959. Why? 

Mr. Lerrincweii. The permanent personnel stationed overseas has 
increased from 245 in 1959 to 256 in the estimate for 1961. There is 
anestimated increase in allowances of 26 or 27. 

Mr. Passwan. I believe the total civilian personne] is 612. 1s it not, 
for 1959? 

Mr. Lerrinoweur. That is right. 

Mr. Passman. It dropped to 479 in 1960, You are up just one for 
LNG]. 

Yet the dollar figure for fiseal vear 1961 over 1960 Is Wp from S1.- 
H4,000 plus to $1,840,000 plus, 

Mr. Lerrineaweun. That iscorrect. Mr. Chairman. 

Mr. Passwan. Would you comment on the reason 

Mr. Lerringwecin. Part of the 612 includes 367 of local personnel. 

Mr. Passwan. Would the same thing not be true if vou carried it on 
through to 1961 2 

Mr. Mr RPHY. Locals do hot cet allowances, Mr. Chairman. You 
hgure the inerease in the allowances anal vou have to look solely 
at the increase in the net employment of U.S. personnel. There was 
wn Increase of 11 in 3 vears, $26,000, which is a little better than 82.000 
per Vear per person allowance. 

Mr. Passman. He said average employment of all civilian personnel, 
H12 in 1959, at a eost of $1,540,000: and the same thine follows through 
to 1960. same line: 479, $1,514,000, 

Going into 1961 you are up by just one, but the appropriation 
request IS up tos 1.560.000, That is from your ow Nn Justification. 


INCREASE IN PERSONNEL OVER NUMBER JUSTIFIED FOR 


Would vou comment on the renson for the difference in the number 
of niuilitary personnel and civilian personnel, as Indicated on page 287 
of the justification for 1960. as compared to what you justified to 


Congress last year at page 773 of the hearings? 
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You indicated in the record last year a total of 2,101 as military 
personnel, to justify the $25 million, and in civilian personnel you 
indicated it would be 1,648. However, in reality it was 1,985 for the 
military, and 1,384 civilian. Yet, you do not anticipate any un- 
obligated funds. 

Mr. Suaw. The explanation is smply that the cost of rotating per- 
sonnel exceeds what it has in the past. 

You will remember, Mr. Chairman, we used to get a discount rate 
for transporting our personnel from MATS, the Milit: ary Air Trans- 
port Service. Last year MATS went on an indus trial fund basis, and 
we expected to pay more transportation cost. I think that was in- 
cluded in our testimony of last ve: 

Mr. Passman. You had a decrease last vear. You indicated travel 
would be $4,669,356. For fiseal year 1960 it was 34,655,374; so travel 
cost is down according to your own figures. The information Is on 
page 2S7. Am I reading tl ie correct figures / 

Mr. Suaw. I think you are, sir. 

Mr. Passman. Would you submit for the record tables on adminis- 
trative e xpenses and pe rsonnel strength similar to those on pages 776 
through 779 of our hearings for last year / 

(The information requested may be found beginning on p 2557.) 

Mr. Passman. Mr. Taber / 

Mr. Taper. Have you not covered administrative expense com- 
pletely, Mr. Chairman ? 

Mr. Passman. Reasonably completely, I hope. 

Mr. Taper. I think so. 

Mr. Passman. Mr. Andrews? 


PASSENGER VEHICLES 


Mr. Anprews. What about the item on page 287 with regard to 
passenger vehicles? You show an increase from $8.000 in 1960 to 
$126,535 for 1961. That is an increase of $118.535 for passenger 
vehicles. 

Mr. Lerrincweni. These are purchase of replacement vehicles for 
the MAAG. 

Mr. Anprews. How many vehicles are involved and what type are 
they ? 

Mr. Lerrincwe.u. I do not have the number of vehicles involved in 
this estimate, sir. These are staff cars for the MAAG’s. They are 
not replacedannually. In 1959 we hada substantial amount, $122,000. 
It went down to $8,000 in 1960, and an estimate for 1961 is up again. 

Mr. Anprews. Will these cars all be sent overseas 7 

Mr. Suaw. Yessir. 

Mr. Anprews. Will they be purchased here ? 

Mr. Suaw. The majority will be purchased in the United States. 
There will be about 40 vehicles involved. 

Mr. Anprews. Who gets these cars ? 

Mr. Suaw. The MAAG personnel. This is for the administrative 
support of the MAAG. 

The original cars provided to support MAAG’s came from the mill- 
tary de ‘partments and from their ap propriations. A couple years ago 
this committee eave us authorization to purchase replacement vehic ‘les 
only. Thisisa very small program. 
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Mr. Anprews. How many cars do you have under this program ? 

Mr. Suaw. Tosupport the MAAG ¢ 

Mr. Anprews. Yes. 

Mr. Suaw. I do not know the exact number. 

Mr. Anprews. Would you insert that in the record for me ? 

Mr. Suaw. Yes; the information is available. 

Mr. Anprews. You have about 40 planned for procurement in 1961? 

Mr. Suaw. Yes, sir; I think the fleet is in the neighborhood of 500 
but we will verify that. 

(The following information was submitted later :) 

The passenger-carrying motor-vehicle fleet assigned to oversea MAAG’s totals 
M46. Of these approximately 106 are scheduled for replacement in fiscal year 
1961. 


Mr. Anprews. That is all. 
MODERNIZATION—-NONREGIONAL 


Mr. Passman. I hope this is a typographical error, but I imagine 
it isnot. You had no similar program to this in 1959. 

Mr. Lerrinawe.u. Yes, sir. 

Mr. Passman. For fiscal vear 1960 you received $40,346,000. 

Mr. Lerrinawe.tu. That is correct. 

Mr. Passman. For 1961 you ask for $82,744,000, an increase of 
$42. 398,000, which is more than double the previous vear. 

What amount do you have out of last year’s appropriation unobli- 
gated as of the last audit dates 4 

Mr. Lerrineweuu. As of June 30, 1960, we estimate an unliquidated 
obligation in this aecount of $22 million. 

Mr. Passman. Tell us now what you had obligated through the last 
known audit date,as of March 31. 

Mr. Suaw. We do not have the obligations, Mr. Chairman, broken 
down inthis way. It can be provided if you are interested in having 
it for the record. 

Mr. Passman. I believe we would be interested. I say very re- 
spectfully we would not have asked the question if we had not thought 
it pertinent to the examination and the subsequent markup. 

(The following information was submitted later:) 


The obligations as of March 31, 1960. total $13,346,000. 
PROGRAMING FOR MORE THAN AMOUNT REQUESTED 


Mr. Passman. I note that vou have $40.546,000 programed for this 
purpose in fiscal 1960. Would vou tell us the amount vou requested 
and justified to the Congress for the four programs under this head 
Ing / 

Mr. Lerrincweii. When we appeared before vou last year at about 
this time, Mr. Chairman, proposing the fiscal vear 1960 program, we 
recommended an amount of $36,299,000, 

Mr. Passman. You actually programed more than you requested, 
then ? ; , 

Mr. Lerrinewei. Yes, sir: conditions have changed and we made 
an increase in the amount programed under this account and have 
reported it in accordance with section 111. 








JOSS 


Mr. PassmMan. Did Vou transfer anything out of the cont neentl ac 


count mto this one 4 


Mir. Lerrinowenn. Novsir. 
Mir. Passman. But vou programed in excess of the amount vou 


justified before the Congress. 


Mir. Lerringweun. Phat is correct. 
Lin Derense Ground ENVIRONMENT PROGRAM 

Mir. Passmaan. Phe air defense ground environment program shows 
1 request OF Sb) million. nn merease of 839 million above the L960 0 
Proeradn. 

Mie. Laererinawenn.. That as right. Ma. Chairman. 

Mer. Passwanx. You had nothing m 19594 

Mir. Lereinawenn. That is correct. This was a NATO project for 0 

i air defense of N LTO Kurope. It isa project to which General 
Norstad attaches great importance. It is Just getting started. The 


estimate of S30 million required for 1860 has been increased to an esti 
mited requirement in LG] ot 

ir. Passaan. No program in 1959. You started in fiscal year 1960 

with S30 million. You are requesting 369 million for fiscal 1961? 

Mir. LEFFINGWELL. Yes, sir. 

Mr. PassManx. Would you comment concerning your statement on | 
page 291. to the effect that detailed plans and ultimate funding ar 
rahewements have hot been finalized ¢ 

Mov. Laerrinocweui. That is rieht : these agreements have not vet heen 
finalized. 


LSE OF FUNDS PROGRAMMED FOR 1960 


Mr. Passman. In view of that statement, for what purpose are you 
using the 830 million vou have programed for 1960 4 

Mr. Lerrincwe.ti. We plan to use it to procure some of the large 
radar al (| gap filler radar which we are assured will be essential ks 


gvardless of the exact agreement and type of air defense system that Is 
agreed to by the NATO Command. 
Mr. Passman. There is no way to actually estimate the cost: Is a 
there’ This is another ouess item 4 
Mr. Lerrineweuu. We have estimated total cost of this air defense ! 
program for Europe will run something over $400 million to $500 mil- 


lion,of whichthe United States share may he Pd percent. 

Mr. Passman. You spread that carelessly hetween S400 > million 
and S500 million. Sometimes I think of $1 million as being big money. ( 
Between 8400 million and 8500 million, that is a 20 percent differential. 

Mr. Lt FFINGWELL., Technological changes LO along. and the scope 
of this program is such that until we do have a firm agreement with | 
the NATO countries, that is the estimate I have at this time. 


CONTRIBUTION BY OTHER NATO MEMBERS 


Mr. Passman. What have the other members of NATO contrib- 
uted to this project ? 
Mr. Lerrincweitt. The NATO countries will contribute land and 
local utilities, and they will contribute a share of the total cost of the 
program depending upon the agreements reached. 
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Mr. Passman. Respectfully, how much ¢ 
Mr. Lerrincweui. Mr. Chairman, they have not as yet contributed 


anything inthe equipment for this program. 


Mir. Passman. Are they making the same contribution for 1961 4 
Mr. Lerringwetn. By 1961 we expect agreements will be reached, 
( 

Vr. Passman. How much 4 

Mr. Lerrincwetu. | have estimated for you, Mr. Chairman, that 
the US. share of this will be about 25 percent. 

Mr. PassMAN. We are not talking about the United States, but the 
other NATO countries. They contributed zero dollarwise in 1960, 

In 1961 how much will it be? 

Mr. LerrinGwe_i. We estimate the total cost of the project will 
run somewhere around S500 million. We estimate that the U.S. share 
of this mi: LV be about 25 perce nt. 

Mr. Passman. I donot believe Lam getting through to you. 

You suid the other NATO countries have not contributed in 1960. 

[ asked whether they would make the same contribution in 1961. 
Will it stall be none / 

Mr. Lerrincweun. I said we hope in 1961 there will be a contribu- 
tion and an agreement reached. 

Mr. Passman. How does this project ditler from those in the NATO 
lifrastructure programs 4 

Mr. Lerrincweti. Very similar. It may well be that it will be- 
come part of the NA’ PO infrastructure program. 

Mr. Passman. This reminds us somewhat of what we ran into in 
the technical aid program. 

Mr. Rowe. Germany will buy approximately $62 million as their 
contemplated share in this etfort. 

Other nations are producing some radar in their own plants, so they 

ave contributed in kind, you might say. 

Mr. Passman. What does that. mean ? 

Mr. Rowr. They have produced and paid for radars in Europe and 
now have some of those in pl: ice, So What we are trying to do is to take 
the basic communications radar data equipment and tie them together 
after we receive General Norstad’s overall plan. 

While we have not gotten the exact dollar figure that each of these 
nations has contributed, they have purchased from their own sources 
much of this equipment, and we expect the full program will be final- 
ized as Mr. Leflingwell has stated in 1961. 

Mr. Passman. We will wind up with about $99 million in this thing. 
Other NATO countries contributed nothing at all last year. 

Now they might be putting up a little land, you understand. Ts 
there any way in the world we can arrive at the actual dollar cor 
tribution 

Mr. Rowr. We cannot say specifically as yet since much of the equip- 
ment is still in development. From the costs as we know them now we 
lave a very important feature of this equipment coming from the 
United States now. 

Mir. P ASSMAN. It certainly follows, then, that you do not know what 
percentage our contribution will be. It is strictly an imaginary fig- 
ure: is it not ? 
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You come up here and put down some $99 million. Our percentage 
will be a portion of some other imaginary figure. Yet they have not 
contributed anything, and you do not yet know what it will cost. 

Am I making a statement of fact ? 

Mr. Rowe. In terms of dollars we do not have an exact figure as to 
what they have presently contributed, but they have in place much 
radar. It is not the type of radar that aes cover the entire area. 

For instance, General Norstad will be in position where NIKES 
could be shooting down HAWKS, for raaths and where our high- 
powered aircraft must be identified. 

Mr. Passman. We are just about up to our 25 percent share already, 
and they have not put up a dime. What if they do not put up any- 
thing? Does that mean we will put up the money ¢ 

Mr. Rowr. No, si 

Mr. PassmMan. Give us the amount they will put up. It is zero for 
1960. Tam not quarreling with you, but there have been times during 
our hearings, gentlemen, that we have run into an error, and the wit- 
ness would do a mighty good job justifying the erroneous data; and 
about two or three times it has been taken out of the record. 

If you do not know w we will accept that, and not be critical. 

We have put up our 25 percent already; have we not ? 

Mr. Rowe. Tam certain we have no plans of putting up—— 

Mr. Passman. Any more than our $100 million ? 

Mr. Rowr. Yes,sir. We will get a definitely fixed plan. 


INTERNATIONAL Muinirary HeapQuARTERS AND AGENCIES 


Mr. Passman. For fiscal vear 1960 the amount was SS million. 

In 1961 it is up to S11 millon. What is the reason for the increase 
of $2.7 million in the U.S. contribution to NATO International Mili- 
tarv Headquarters / 

Mr. Lerrincweii. The principal increase is accounted for by in- 
creased communications facilities and increased use of communica- 
tions facilities by the NATO headquarters. 


EFFORT TO DECREASE U.S. CONTRIBUTION 


Mr. Passm AN What effort is being made to decrease the US. 
contribution / 

Mr. Lerrinewetn. The 24.2 percent U.S. contribution is the result 
of an agreement made with our allies in NATO. We are not at the 
present time contemplating any negotiation for the reduction of that 
amount. 

Mr. PAssm AN. No effort is being made to reduce the percentage ? 

Mr. LErrinewe.i. Not now. 

Mr. Passman. The Central Europe operating estimate of the cost 
for the United States is $1. os $200,000 above 1960. 

Mr. LerrinGcwetu. Yes, s 

Mr. Passwan. Whiy is it cshoias to increase this by approximately 
15D percent 4 

Mr. Lerrincwetu. This will be represented by increased activity 
of the operating agency. Our percentage is 39 percent. 
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This is an infrastructure project. There is more of the pipeline 
coming Into use every year. 

Mr. Passman. Can you tell us the status of the construction of this 
petroleum pipeline and when the system will be operational / 

Mr. Lerrinewe.u. It is 80 percent completed, Mr. Chairman. 

Mr. Passman. Are you making any effort to reduce the percentage 
of the U.S. contribution 7 

Mr. Lerrineweuy. I know of no negotiations going on at present to 
reduce the U.S. percentage of the contribution. 

Mr. Suaw. This amount of money represents the U.S. contribu- 
tion to the overhead costs of operating this central European pipeline 
system. 

Mr. Passman. Which is our 39 percent ? 

Mr. Suaw. I didn’t say. I am trying to explain what this money is 
for. Mr. Passman. 

The pipeline system in Europe was built to meet the wartime con- 
ditions and the need of the international military forces. 

In peacetime the requirement for fuel from the various dispersing 
points along the system is much less than it would be in wartime. 

The military departments which are using the system purchase the 
fuel and deliver it to an intake point. Then it is transported to the 
points of destination by the European pipeline service agency at 
asurcharge rate. 

The accumulations are collections of surcharges for the transporta- 
tion of the fuel which do not equal the total cost of the operation of 
the system. Consequently, the United States, with the other nations, 
must contribute toward the cost of those overheads. 

Mr. Passman. I understood that. Our contribution is 39 percent. 
My question was what efforts are being made to reduce the U.S. 
percentage contribution. 

Mr. Suraw. The contributions are based upon the anticipated usage 
rates by the several countries. 

Mr. Passman. Is it true we are contributing 25.7 i peroemhy or $300,000, 
for our share of the administrative expe nses of the NATO maintenance 
supply services agency ? 

Mr. LeErFINGWELL. That is correct. 

Mr. Passman. As we are supplying the capital of the agency why 
is that expense also necessary for us / 

Mr. Lerrineweiyt. This is necessary because the agency is not vet 
as ‘tly in operation so that it earns its own overhead costs. This 
stomake up the deficit which it is not vet earning. 

Mr. Passman. You are asking for an increase of $100,000 for fiseal 
1961 ¢ 

Mr. LEFFINGWELL. Yes. sir. 

Mr. Passman. Why / 

Mr. Lerrinaweiu. Because this is our estimate of what will be 
required. There will be increased activity in the ageney and this 
Is an estimate of what will be required during fiscal vear 1961 to con 
tribute to our share of the oper: ition of that agency. 

Mr. PassMan. . vervthing isup. Tsay that respect fully. 


You sit for 11 or 12 weeks and see everything going up, and it Is 
absolutely aa. ; 


Og ou pt yd .~” 








Meruart Wearons DeveLopMENT PROGRAM 


You received 33 plus million dollars in fiseal vear 1960, You request 
“40 million for 1961. Again it is up. Tlow much money does the 
(nited States contribute to this program, ana how much has it CO] 
tributed to date / 

Mr. Lerrincwecxi. The cumulative contribution to this program to 
June 30. 1960. Is 8235.132.000. 

Mr. Passman. Unliquidated 4 

Mr. Lerringweii. Unliquidated obligation at the end of this fiseal 
vear of SS1LOS+4.000. 
~ Mr. Passman. About a2 vear pipeline / 

Mr. Lerrincwei.. That is right. 

Mr. Pass AN. Two ana a half year pipeline, if you use last vear’s 
request. 

Mr. Lerrincweiy. That is right. This is a research and devolop- 
ment program which requires negotiation with our allies and there- 
fore requires more pipeline than if it was just military material being 
shipped from the United States. 


CONTRIBUTION TO NEW SHAPE LAND AREA WARFARE CENTER 


Mr. Passman. How much in dollars and percentages has the United 
States contributed to these centers, and what will be our contribution 
to the new SHAPE Land Area Warfare Center? 

Mr. Lerrineweir. [ will answer the last question first. 

Mr. Passwan. <All right. 

Mr. LerrinGweii. We have made no agreement yet regarding the 
SHAPE Land Warfare Center. We do not know what the contribu- 
tion will be. This matter has been under discussion for somewhat 
over 2 vears with General Norstad and his staff. Within the next 
few weeks a team headed by Gen. C. V. R. Schuyler will discuss this 
subject in detail with SACEUR and his subordinate commanders. 
Until a determination has been made as to the relative priority for 
such a facility, we are not in a position to state what the U.S. con 
tribution will be. 

Mr. Passman. How much are you requesting for it ? 

Mr. Lerrineweti. For the land warfare center ? 

Mr. Passman. Yes, the amount for that center. 

Mr. Lerrrsewevi. The amount for that center is not broken out in 
this S40 million. However, it is estimated that $1.5 million will be 
required for the period fiscal year 1961 through fiscal year 1963 if the 
proposal] is adopted. 


CONTRIBUTIONS TO CENTERS 


Mr. PassmMan. You had three other centers, so could you tell us the 
cost to the United States? 

Mr. Lerrinawetu. The amount for those centers is not included 
in this estimate of $40 million. 

Mr. Passman. We will do it on a faith basis, then. 

Mr. Forman. I can furnish the cost for the antisubmarine center. 

Mr. Passman. Give it to us for all three. 
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Mir. Forman. | could not. 

Mr. Passman. Why for one and not the others 4 

Mr. ForMAN. because the antisubmarine center is the newest center. 
It was funded in fisenl vear 1959 in the amount of S2 750,000, and 


covers the period ending June 30, 1961. 


Mr. Passman. The U.S. share / 

Mr. Forman. That center is wholly financed by the [ nited States 
ut this point. 

Mr. Passaan. Wholly financed ¢ 

Mr. Forman. At this time. 

\s the witness stated, it has not been as vet turned over to multi 
lateral financing. However, SACLANT, in advising the Couneil of 
theestablishment of the ASW RC in response toa high priority reque sf 
on his part, indicated that multilateral financing would be reque sted 
after the establishment of the facility and initial period ot ope ration. 

Mr. Passaan. We built it, turned it over, and then 
contributing / 

Mr. Forman. It is our hope that it will be multilaterally financed 
iter the eA countries have seen the desir: bility of this fae ility to 
all NATO effort. 

Mir. Passman. Let us say it is the most desirable thing we have ever 
(isclissed,. Dut hiv que stion is: We built it at our expense, turned it over 
tothem.and then made a contribution / 

Mir. For wan, We did hot build the center. The center Was pro 

ded for and built on land and buildines owned Ly the Government 
of It ly. We are providing BZ.THO.OO00, the cost of 


started 


the oOvel 


researeh and 
development. In addition, the Government of Italy has assumed full 
responsibility for physical security and certain responsibilities CO) 
ernie personnel Security connected with the oper ition of the center. 

Mr. PassmM An. Oi tans the total cost / 

Mr. KorMAN. That is correct. 

Mir. Passvan. After we turn it over we will make a contribution 
every vear to this one center / 

Mr. Forman. That will be true. 

Mir. PassmMan. Could vou discuss the other two / 

Viv. Foraranx. Pde not have the cost fleures with me. 

Mia. Passo ie Are they hew or old 4 

Mr. Forman. They are older. 


Mr. Passaran, ( ‘ould you get the information for us? 
Mr. Formax. Weean eet that information, sir. 
(The information to be supplied follows :) 


The SHAPE Air Defense Technical Center was established in fiscal year 1955 
bised On an urgent request on the part of General Gruenther and General Nor 
stad. Due to the critical nature of the air defense problem in Allied Command 
Europe, it was SACEUR's view that it was essential that such a facility be 
unilaterally financed by the United States in order to insure its early establish 
ment and effective contribution. Some months ago the North Atlantic Council 
agreed to assume responsibility for the continuation of this facility after June 
80, 1960. The U.S. contribution to date has amounted to 86.4 million. There 
are no funds requested in fiscal year 1961 MWD program for this center 

With respect to the training center for experimental aerodynamics, the Bel 
flan Government offered a physical facility that could be utilized as a NATO 
training center for experimental aerodynamics. This proposal was strongly en 
dorsed by the Standing Group. and the center was established in fiscal year 1957 
The U.S. contribution to date amounts to $409,300, 638.4 percent; the Belgia 
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contribution, $236,000, 56.6 percent; total $645,300. These funds cover the oper 
ation of the facility from fiscal year 1957 through September 1959, at whicl 
time the North Atlantic Council agreed to assume responsibility for multilateral] 
financing of the facility. No MWD program funds for the center are requested 
for fiscal year 1961. 


ITEMS DEVELOPED PURCHASED BY UNITED STATES 


Mr. Passman. What items developed under this program are being 
purchased by the United States / 

Mr. Lerrinewe.u. I have some of that information, Mr. Chairman. 
One of the better-known one is the SS—11 guided missile. The United 
States ordered 2,100 of these; and there is a ground research radar. 
There are five in production for the United States, 

Mr. Passman. In production for the United States / 

Mr. LErFrINGWELL. Yes, sir. 

Mr. Passman. Or production in the United States / 

Mr. Lerrincwewtu. No, production for the United States, Mr. 
Chairman. 

Mr. Passman. Are we paying for them / 

Mr. LerrinGwetu. Yes, s! 

Weare buying them. 

Mr. Passman. We have contributed $235 million to this program to 
date: have we not / 

Mr. Lerrincwe.ui. That is correct, Mr. Chairman. 


STATUS OF NEGOTIATIONS 


Mr. Passman. What is the status of negotiations? Have we ex- 
tended this program all over the rest of the world, to Japan, Australia, 
and certain Latin American countries 4 

Mr. Lerrincweti. Dr. York 

Mr. Passman. Who ts he / 

Mr. Lerrincwew.. The Director of Defense Research and Engineer- 
ing of the Defense Department, who has technical responsibility for 
this program, has been discussing the possibility of extending this 
program to certain areas in the Far East and has also been Jooking 
into the possibilities in Latin America 

Mr. Passman. The Far East would mean 

Mr. Lerrincwe._i. And — 

Mr. Passman. Do you have any funds budgeted for extending this 
program to new countries ¢ 

Mr. LerrvrincwrEuu. No, sir, not specifically. since the bilateral nego- 
tintions with t] 

Mr. Passman. If you do decide to do it, you could do it with funds 
now to the credit of the mutual security program / 

Mr. Lerrvincwe iw. If the negotiations are completed satisfactorily, 
we could do it with funds we are asking for in fiscal year 1961, the 
budget before you. 

Mr. Passman. You do not have any funds budgeted for it, but if 
you decided to start it you could take them out of some other account 
and start it ? 

Mr. Lerrinawewi. If we decided to do it, we could take it out of 
this $40 million bedgeted and asked for in 1961: ves, sir. 


1 countries concerned have not been completed. 
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Mr. Passman. Then, certainly, we are discussing a program that 
is not firm. How could it be firm when you are asking $40 million 
for 1961, which is an increase of almost $7 million over fiscal year 
1960. We have already put in $235 million, and you have nothing 
programed ; however, if you decide to start it you would start it with 
money you are requesting for other countries. 

How does that add up? Would you take it out of other parts of 
the program ? 

Mr. Lerrincweti. Mr. Chairman, the research and development 
people have before them now projects which they estimate would 
cost the United States $60 million. 

Mr. Passman. Is that the new nations with which you are nego- 
tiating: 4 

Mr. Lerrincwevi. They are projects which are under consideration 
and depending on how these projects develop and the priority as- 
signed to them, and so forth, we expect to use $40 million out of the 
S60 millon. 

Mr. Passman. In another instance money was requested and jus- 

tified for a certain program, and many projects. It was granted, but 

hen they found funds they could deobligate, or maybe used the con- 

tingency fund; so they wind up with hundreds of projects never 
jus stified to the Congress or approved by the Congress. However, by 
law they have a right to start them. By the time they reach the 
Congress they are placed in the category of continuing. We do 
not know whether they have been authorized or not, and that cer- 
tainly brings about some confusion. 


NATO INrrastrrucrure 


Mr. Passman. For infrastructure, you requested $70 million last 
vear, and the figure is up to $90 million this year. 

What has been the total amount for infrastructure to date? 

Mr. LerrinGwetu. We have programed a total of $737,512,000, 

Mr, Passman. Do you have any unliquidated funds as of June 30? 

Mr. Lerrincweii. On June 30 we estimate there will be $165,708,- 
(00 unliquidated obligations in this account. This is a construction 
program and the bills come in after the work is underway. This 
amount is reserved to pay bills that will be presented to us. 

Mr. Passman. Then you have about a 214 year pipeline based on 
last year’s request, and over a 3-year pipeline if you take this year’s 
request / 

Mr. Lerrinewety. That is about right. 


AUTHORIZED U.S. CONTRIBUTION 


Mr. Passman. What is the total amount authorized for the U.S. 
contribution to this program ¢ 

Mr, Lerrincwe.. on Mutual Security Act authorized a billion 
dollars to meet the U.S. share or cost of this program. 

Mr. Passman. When do you estimate that this program will be 
phased out? 

Mr. Lerrincweii. I have no estimate of when this program will 
be phased out, Mr. Chairman. 
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Mr. PAssM in. You are Pong to vet dangerously close to the total 
amount authorized / 

Mr. Lerrincwewi. That is correct. 

Mr. Passman. Will it mean you will ask for new authorization / 

Mr. Lerringweii. That is correct. I know there is a require- 
ment 

Mr. Passman. It must have been intended not to @o so fast orig- 
nally, or there would not be a limitation on authorization: is that ; 
fair statement / 

Mr. Lerrincwevw. I did not quite understand that. 

Bc PassMan. Evidently it has grown a lot faster than Congress 

r the people who planned it thought it would grow, because vou are 
getting near the legal authorization with this year’s appropriation. 

Mr. Lerrincweii. This authorization was given several years ago, 

Mr. Passman. There is nothing in sight as to when it will phase 
out? With this vear’s appropriation we are going to be up to S827, 
D12.000. 

General Parmer. May I interrupt to say it will certainly go on as 
long as the NATO alliance goes on, without prejudging what the an- 
nual amount will be, but there will be an infrastructure program 


DEFINITION OF INFRASTRUCTURE 


Mr. Passman. Give us a brief definition of infrastructure for the 
record. 

Mr. Lerringwev.. Mr. Chairman, infrastructure means, in general 
terms, the physical installations which are necessary for military op- 
erations. The NATO infrastructure program ie iegned to Bene 


under a commonly financed plan airfields, communications, and radar 
facilities, POL, transportation and storage facilities, ee cola s, war 
headquarters, and military training installations for the use of the 


military forces committeed to NATO under - age agreements. 

Mr. Passman. That is on page 296 of the justifications / 

Mr. Lerernewevin. That is melt. 

Mr. Passman. A certain part of that cost should be turning the 
other way, should it not, such as airfields / 

Mr. LeErrINGWELL. There may be particular parts of this program 
that will] not be required 1 the same scope and scale as the *\ have been 
in the past, but there certainly will be, as General Palmer said, a re- 
quirement for a NATO infrastructure program to support the mili- 
tary forces of the NATO alliance. 

Mr. Passman. We can understand that, but the annual request 1s 
going up. 


PERCENTAGE OF CONTRIBUTION BY UNTITED STATES 


On page 296, it is indicated that the U.S. percentage of the con- 
tribution is 36.98. 

Mr. Lerrincwein. That is right, Mr. Chairman. 

Mr. Passman. When was the decision made to Increase our share! 

Mr. Lereincwein. The 36.98 percent was established in 1957, Mr. 
Chairman. 
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Mr. Passman. Last year our share was supposed to be 54.92. 

| refer you to page 4 770 of the hear ings. 

The U.S. percentage of the cost of infrastructure, net of taxes, 
dropped from 41,82 to 34.92 percent, and so forth. 

The latter figure you had to develop, of course, subsequent to the 
hearings last year. 

Mr. LerrinGweiu. I would like to have Mr. Shaw answer that ques- 
tion. Mr. Chairman. He is familiar with that. 

Mr. Suaw. Mr. Chairman, there is no trouble at this point. 

Mr. Passman. No trouble? 

Mr. Suaw. There is none. 

The estimate of our share that you quoted from last year's state- 
ment represented our share net of taxes. The figure of 36.95 repre- 
sents our share as originally established on a gross basis and there 
has been no change. 

Mr. PassMan. What taxes are we paying / 

Mr. Suaw. We do not pay taxes. The percentage is based upon 
the net contribution the United States makes to the infrastructure 
program. 

Mr. Passman. You stated last year, net of taxes, 34.92 percent. 

Mr. Suaw. That is correct. 

Mr. Passman. You stated it would be 34.92, and you used a figure 
net of taxes. Actually, the contribution was 36.98. What is the dif- 
ference ? 

Mr. Suaw. One is a gross percentage figure and the other is what 
we actually paid last year. 

Mr. Passman. Should you not so indicate in your justifications ? 

Mr. Suaw. The reason we are using the figure of 36.98 in our state- 
ment this year is because it is entirely possible that the United States 
will agree to pay the overhead costs which have not, so far, been a part 
of the total construction bill, the host country overhead charges. 

We expect that we will agree to pay, as all others will agree to pay, 
those additional costs which the host countries have been subjected to. 
Therefore, we think that the overhead charges will just about offset 

the taxes, and we prefer to tell the committee exactly what our ex- 
penditures will be, relatively, and we think the figure will be 36.98. 
There is no change in the formula. 

Mr. Passman. Is there anything in the justifications in our pos- 
session that would give us this information without asking the 
question ¢ 

Mr. Suaw. Probably not, 

Mr. Passaran. To what taxes are vou referring? 

Mr. Suaw. We are talking about the identifiable taxes that each 
contractor in each host country pays as a part of his normal activity 

i the country concerned. The United States agreed with the NATO 
hations vears ago that the ‘vy would not contribute toward the payment 
of local national taxes. We have been deducting the estimated 
wnount of these taxes from our contributions to every host country 
since the beginning of the infrastructure program. 

Mr. Passman. Mr. Rhodes? 

Mr. Rroprs. You say that the infrastructure program will last as 
long as the alliance. T presume you are right. 
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Ilowever, that does not mean that the present rate of expenditure 
will continue ad infinitum, does it / 

General Patmer. No, sir; I said “without prejudging the expendi- 
tures.” 

Mr. Rropes. There will be some additions for modernization, and 
there will have to be, | suppose, major repairs and that sort of thing! 
It would certainly be hoped that once the infrastructure pattern 1s 
pretty well set, we would not have expenditures of that magnitude 
each year. 

General Pautmer. There tend to be additional things which get into 
the infrastructure program. As Mr. Leflingwell pointed out, this 

ir defense ground environment project will probably—once you get 
everybody sharing—get into the infrastru pret program. I can only 
cone lude, as the chairman has remarked repeatedly, that the cost of 
war is getting higher all of the time. 

Mr. Ritopes. Yes: and more people think of more things to do and 
more Ways to spe nd money s guess. 

As the chairman said, it is a little demoralizing to sit here for 12 
weeks and see the costs vet ae and the houres vel higher, 

That is all, Mr. Chairman. 


NATO MaAInrTENANCE AND SUPPLY SERVICE AGENCY 


Mr. Passman. Gentlemen, we shall now take up the NATO Main- 
tenance Supply Services Agency. 

Last year you received S22.2 million. It was testified, in etlect, that 
the $25 million requested would provide all of the oer funds. 
This was stated at page 788 of the hearings last vea 

Following through on that testimony, we would have expected this 
year you would make a request for an additional $2.8 million; but 
somebody reached up in the sky and grabbed one of these $25 million 
figures, and you are requesting that amount. 

[ respect fully refer you to the testimony on page 788. 

If you care to comment, we shall listen to you. 

Mr. Lerrincwew. I am sure, Mr. Chairman, that the estimate pre- 
sented last year anticipated that the Agency would get into operation 
faster and be self-supporting quicker than it has been. 

Mr. Passman. Let me quote from page 788: 

Mr. ANpREwsS. Is this the first and last U.S. contribution to this fund or will 
there be future requests 

Mr. HotcomsBe. We foresee no future requirement for this fund, at least so long 
as it is limited to the current plan of mostly taking care of Air Force aireratt 
and ordnance parts. 


Gentlemen, do you have any quest ions ? 


CONTINUATION OF PROGRAM 


Mr. Taner. W hy did you decide to br ing the thing to life again after 
what was told us last year / 

Mr. Lerrineweti. This has not been brought to life again. The 
NATO Agency is a continuing operation, still in the development 
stage, Mr. Taber. The statement last year was too opti as re- 
gards U.S. support requirements. They expected it would get into 
operation and be self-supporting faster than it has been. 
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Mr. Passman. Is it limited to the same justifications you made 
last year, mostly the taking care of Air Force aircraft and ordnance 
parts ¢ ; : 

Mr. Lerrincweti. This is what the Agency is doing now. We 
expect to expi and it as fast as we can. 

Mr. Passman. Why did they not say so? 

Mr. Holeombe said: 

* * * We foresee no further requirement for this fund, at least so long as it 
is limited to the current plan of mostly taking care of Air Force aircraft and 
ordnance parts. 

Is it justa question of trying somehow to work the total request wp 4 
I want to ask that question respectfully, but we are running into so 
much of this. 

Mr. Lerrineweii. Mr. Chairman, we anticipate. that this activity 
will provide in Europe a center ~* supply, maintenance, procurement, 
and technical assistance, and it will assist the European nations im 
taking over their eee in this field sooner and thereby 
result in a decreased call on the United States for that service. 

Mr. Passman. I ean assure you that I know the purpose. I am 
only going by the testimony last vear. 

Mr. Lerrineweii. Mr. Chairman, I would like to ask Mr. Forman 
to comment further on the NATO Maintenance Supply Service 
Agency. 

Mr. Forman. Last year when Mr. Holeombe was up here he re- 
quested $25 million to finance credit sales. It was hoped that this 
credit fund would provide, in effect, the initial capital, or an impetus 
and a beginning for the initial working capital, of the Agency. 
Briefly, what we envisioned— 

Mr. Passman. He did not say “initial capital” in his reply. 

Mr. Forman. I do not mean “initial” in the sense of our contribu 
tion. IT mean “initial” in the sense of working capital of the Agency 
itse lf. 

Mr. Passman. Let me read you the question again : 

Mr. ANprEws. Is this the first and last U.S. contribution to this fund or 
Will there be further requests? 

What could be any plainer than that ? 

Mr. Forman. Mr. Chairman, I am not suggesting by using the word 
“initial” that Mr. Holeombe was saying that there woul 1 be further 
requests. 

Mr. Passman. There is not a new interpretation on the words “first” 
and “last,” is there 2 

Mr. Forman. I am not challenging that at all, Mr. Chairman. 
What I am trying to say is this: When we started the Agency, which 
was in the spring of 1958, there was a great doubt in the other coun- 
tries as to whether this Agency would be a going proposition. There 
Was a reluctance on the part of several countries to put up any money 
wh: atsoever. 

Mr. Taser. Have any of them put up any money so far? 

Mr. Forman. Money has been put up by each of these countries 
for the operating expense. There was a reluctance to make a contri 
bution for a working capital fund. 

Mr. Passman. Now I think I see. 
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Mr. Forman. The $25 million was intended to provide equipment 
tothe Ageney which it could sell to its members. 

We would sell equipment to the Agency on a 3-year credit basis. 
The Agency would sell it for cash to the members and thus have 3 
vears’ use of these erent: before it had to pay us back, thereby 
acquiring a capital of $25 million for the 3 years which we would 
eventually get aera We signed the agreement with the Age ney 
authorizing this 825 million credit, and in fact the Agency has not 
drawn down that much money. 

As IT recall, the Ageney will draw down this fiscal vear somewhere 
around Si million. 

Mir. Passman. That is the item we were talking about. 


FINANCING OF PROGRAM 


Why did you ask for 825 million last vear / 

Mr. Forman. We thought the Ageney would draw down that 
Whole amount. It turned out that the Agency did not want to pro- 
ceed on that basis. They will use about S7 million this fiseal vear 
and they expect to draw down about $3 million more in fiscal vear 
1961. Our credit sales commitment to them expires as of this June. 
\ request has been made by the Agency to extend this commitment 
through fiscal vear 1961, limiting the total fiseal vear 1960-61 re- 
quirements to about S10 million. 

Mr. Passman. You are asking for an additional 825 million, are 
vou not! 

Mr. Forman. Iam getting to that, 

We did not obligate the 825 million on the basis of our agreement. 
We obligated only as each purchase request came in and was agreed 
To. 

As I say, there is a possibility of approximately $3 million in fiscal 
vear 1961 which remains to be obligated. 

Mr. Y ASSMAN. You show this all ob heated n Vour lustificat ions, 
do vou hot 4 

Mr. Forman. Under the “Sales” page, sir? 

Mr. Passman. The item we are talking about is on a 297. 

Mr. Forman. If 825 million its shown as obligated, it is wrong. 

Mr. Passmaanx. You have been talking about S25 racoched all along, 
and vou used the wrong figure / 

Mr. Forwan. There was a $25 million credit arrangement. sir. 
That was an agreement signed with the Agency. 

Mr. Passman. Do you know what we are talking about / 

Mr. Forman. Yes, si 

Mr. Passman. Let us a to page 297 and talk about the $25 million 
last year. $25 million was requested, and you were given S22.2 
million / 

Mr. Forman. That is right. It includes approximately $7 million 
under the credit sales agreement and $15 million for the first increment 
of a stock of spare parts for the Agency supply center at Chateauroux. 

Mr. Passman. Let us get back to 

Mr. Forman. That figure is wrong. 
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Mir. Passman. You asked for $25 million / 

Mir. Forman. That is night. 

Mr. Passman. This book is in error 

Mr. Forman. As far as I know, that is wrong, Sir, 

Mr. Passman. Thank you, very much, sir. 

Mr. Forman. I have to explain why the $25 million is being re- 
quested for 1961, sir. 

Approximately 83 million more is needed for obligation under the 
x2) million credit agreement we signed with the Agency this last 
fiscal vear. 

CONTRIBUTIONS OF OTHER NATIONS 


View Passaan. What have the other nations contributed to this / 

Mr. Forman. The rest of the money is being used to provide a spare 
parts Inventory in place at Chateauroux. We have taken part of 
our nir base mstallation at Chateauroux and turned it over to the 
\geney as an actual operating depot. We have agreed to provide an 
nventory in place ona loan basis. 

Mr. Passman. To whom are vou lending it / 

Mr. Forman. To the Agency. 

Mr. Passman. What Agency / 

Mr. Forman, NATO Maintenance Supply Services Agency. 

Mir. Passman. You are lending it / 

Mr. Forman. Weare lending the inventory. 

Mir. Taner. Sort of a stock fund 7 

Mir. Forwan. Sort of astock fund. 

Mr. Panrr. We had better keep away from them. 

Mr. Passman. You are giving so much in there that nobody will 

nderstand 

What are the other nations contributing / 

Mir. Fe LN. Germany is contributing tothe “stock fi a” 

Mr. ae NW. What isthe total / 

Mr. Foran. 812.2 million. 

Mir. Passvean. This is another one of those deals where, so far, we 
are Wp toabout 66 percent of the total: are we not / 

Mr. Forman. No. sir: on the credit sales agreement we get pric 
dollars and that is not a contribution. Weare getting paid. 

Mr. Passman. You say the information on page 297 is incorrect ? 

Mr. Forwan. It is. insofar as it states the $22 million is obligated. 
I believe it IS Incorrect. 

Mr. Passman. So far as the testimony by Mr. Holeombe of last 
Year, at page TSS, Is concerned, he was off base. 

Mr. Forman. He was not off base insofar as what he knew of the 
situation then. It was hoped that this credit sale would, as IT said, 
provide a revolving fund tothe Agency. 

Mr. Passaran. At least he didn’t know very much about it then. 
That is the way these programs get out from under control. You 
start one of them the first thing you know it starts snowballing. 
There is just no stopping. 

Mr. Riropes. Before you leave this, may T ask one question / 

Mr. Passwan. Surely. 
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SURCHIARGE ON SALES 


Mr. Ruoprs. How can this Agency or any supply agency ever be Mr 

come financially self-sustaining ¢ You 
Mr. Forman. There is asurcharge on sales, sir. 
Mr. Riopes. Who pays it / 


Mr. Forman. The countries who buy from the Agency pay a sur- 


charge. WI 
Mr. Ruoprs. These are members of NATO / ure 
Mr. Forman. These are the member nations of NATO, members of Mi 
this agency. Mr. | 
Mr. Taner. They might better pay the surcharge when they buy the M 
thing direct to the manufacturer. plete 
Mr. ForRM AN. The purpose of the Ag gency, sir, or one of the pur- ASSO! 
poses, is to consolidate the procurement orde rs and as a result of this : ms 
consolidation the Agency has been able to get better prices for the MM 
member countries than they could have gotten on their own separate M 


purchases, 
Mr. Ruoprs. In other words, the surcharge is supposed to take care 
of the operating expenses of the whole Agency when the volume 


M 

reaches a certain point ? 
Mr. Forman. Eventually, sir. oy 
Mr. Ruoprs. Could you pinpoint the word “eventually”? That i 
seelis so long. I 
Mr. Forman. No, sir. This is a new operation. It is tied into our anc 
spare parts cut off to these countries. Instead of giving them spare a 
parts on a grant aid basis, we are having them buy them. \' 


Mr. Passman. Is this a kind of a cooperative vou are forming? 
. ’ ‘ . Lay 
Mr. Forman. No. 


Mr. Taner. No, not a cooperative, We are holding the bag. ' . 
Mr. Passman. We are holding the bag. We make the contribution. \ 
You stated that by handling it on this basis you could buy parts at Ee 
less cost than the individual nations could ? sa 
Mr. Forman. Yes, sir. \ 
Mr. Passman. But at the expense of Uncle Sam ? 
Mr. Forman. No. : 7 
General Patmer. The point is several countries buying together _ 
get a better price than if each of these small countries went shopping . 
for a small buy separately. . 
Mr. Taser. They could have consolidated buying without having , 
the stock. 
ADEQUACY OF REQUEST TO PROVIDE WORKING CAPITAL FOR AGENCY 
Mr. Ruopes. Mr. Chairman, I want to pin one more thing down: 
Can you state categorically that if the $25 million requested is put 
into this program now, this will be all that will be necessary to pro- 
vide the working capital for this Agency / 
Mr. Foran. Mr. Rowe. do you wish to answer that ? 
Mr. Ruopes. Somebody said it last year. I want to know who 
wants to stick his neck out this vear. \ 
General Parmer. The answer is “No,” of course, Mr. Rhodes. ¢ 


Mr. Riropes. Thank you, General. 
Mr. Passman. Let me thank you again, too, General. 
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Wearons Propcction ProGrRAM 


Mr. PassMAn. “Weapons production program, 1960,” $66,200,000. 
You are asking for an additional $39 million for fiseal year 1961. 


ASSEMBLAGE OF MISSILE COMPONENTS IN EUROPE 


When do yo uanticipate the first HAWK missiles will come off the 
European production line ? 

Mr. Lerrinaweiu. I will ask Mr. Rowe to answer that question, 
Mr. Chairman. 

Mr. Rowr. Mr. Chairman, the United States will send over com- 
plete components and they will be assembled in Europe. From the 
assembly operation as such we therefore expect operational HAWKS 
in September of 1962 

Mr. PassMAN. September of 1962 

Mr. Rowe. Yes, from U.S.-produced components. 


ESTIMATED U.S. CONTRIBUTION 


Mr. Passman. What will be the amount of the U.S. contribution 
by that time? 

Mr. Rowe. We haven’t completed our final engineering surveys but 
t will be between 835 and S40 million. 

This progranl will produce hardware for the NATO forces in ex- 
cess of S450 million. Our share, which is technical assistance, we 
lope will be somewhat just in excess of 8 percent. 

We feel that this is re: ally stretching our money to the best 
ulvantage. 

Mr. Passman. You are not counting the assistance we are voing to 
give them to buy the missiles; are vou 4 

Mr. Rowe, There are two countries that are complete erant-aid 
countries ‘ We expect to furnish for each ot those 
countries, 

Mr. Passman. Would it be fair to say we are so easy with our dol 

s that we are now getting back to build up contributions in Europe, 
where we thought we were phasing out 4 

Mr. Rowe. As far aus our contribution to is concerned 

Mr. Passman. Lam talking about Europe now, not just 

Mr. Rowe. I do not believe so. I think this program is saving the 
faxpayvers a lot of money. 

Mr. Passman. I wonder if the bill that passed in the House earlier 
this week would save us anything in the same direction 4 

Are vou familiar with it / 

Mr. Rowr. No, sir. 
Mr. Passman. A lot of this is being attracted overseas. It isn’t 
just military, but industry. 


OPERATION OF STOCK FUNDS 
Mr. Tarner. The way it works is this: I have seen it work in the 


Navy stock fund and in the Army stock fund and the Air Force stock 
fund. They have tried to put one up in the Coast Guard. 
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It takes just twice as much capital to swing your operation by hay- 
] 


ic 


ing » pul the money up to put into your stoc ‘k in trade that you 


eat have ready to peddle out. We have been trying to get the 


money out of those stock funds. A lot of those people over In the 
Defense De spar ment who were red os for it have awakened and they 
realize now it isn’t a good thing. 

You are getting into the same thing. 

Mr. Rowe. Of course— 

Mr. Taser. You are just doubling up your investment. That 
the only thing vou are doing. 

Mr. Passman. What is the status of the aircraft project / 

Mr. Rowe. Mr. Chairman, I feel that we have said on that subject 
about all we can say. The status, very briefly, sir, is that we hope to 
enter into formal negotiations and come to a decision within the next 
2 or 5 months on this entire program with the four countries—Italy, 
Germany, Netherlands, and Belgium. 


LIRCRAF I 


Mr. Passman. Do you have funds in any part of this program for 
the purchase of the airplane ¢ 

Mr. Rowr. Yes, wr, We do have, | believe that. aval 
record, country by country. 

Mr. PAssM AN. Let's pu it On) the record here. Could you give 
to us? 

Mr. Rowr. Yes, sir. We have asked for ad STOss total ots 

Mr. Passman. Over what period ¢ 

Mr. Rowe. 1961, sir. 

Mr. Passman. Give it to us by country. Let us see if it totals up 
that way. 

Mr. Rowe. 

( Discussion off the record.) 

Mr. Passman. Wait aminute. You say what amount / 

Mr. Rowe. 

Mr. Passman. What are you going to do about page 7S of the justi- 
fications? You are shooting pretty high, even without a firm pro 


gram. Now you have already raised it. before we even get through 
the heari ings. | 
Mr. Rowr. The ——— was for the basic aircraft only, Mr. Chair- 


man, and did not include the cost of spares, ground environment, and 
training. 

Mr. Passman. How about the figure for Belgium? You gave ts 
- on that. 

Mr. Rowe. That, I think, was given yesterday, which does include 
spares, ground handling equipment, and training. 

Mr. Passman. Isn't that difficult to understand? You have a cer 
tain number of aircraft in one country. You say that nothing 3s 
included for spares; then you pick up another, and you give the tot: al 
and say you added the spares. 

(Discussion off the record.) 

Mr. Passman. Will the ——— planes come from the Far East pro- 
duction or the European production ? 

Mr. Rowe. They will come from U.S. production, sir. 
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Mr. Passman. United States or European / 

Mr. Rowe. U.S. production. 

Mr. Passman. They will be shipped from here / 

Mr. Rowr. Yes, sir. 

Mr. Murpuy. That totals- : 

Mr. Passman. What figure did you use earlier / 

Mr. Rowe. I gave ,sir. I may have erred in adding. 

Mr. Passman. Is there some item you haven't mentioned 4 

Mr. Rowe. I beg your pardon ¢ 

Mr. Passmax. Do vou have an item you have not included of 
SZOO OL ) é ; a 

Mr. Rowr. I do not believe so, sir. It must be a straight error in 
computation. 

Mr. Passman. All right, sir. Is this a program that Mr. Shuff is 
working on in Europe ? 

Mr. Rowr. Yes, sir: that is correct. 


PROGRAMS UNDER DEVELOPMENT 


Mr. Passman. You have got “Programs Under Development.” 
You received $49,457,000 last vear. You show unliquidated, June 30, 
$49,457,000, What is that? 

Mr. Crawrorp, At the time the presentation materials were put 
together, Which was in January, there were two 1960 programs that 
were In the process of coming to the surface. They had not come 
to the surface sufficiently to put them in under the country pages and 
eall them approved programs. They were recorded here in the amount 
of -- [Tam not in a position to give you the current status of 
those two programs, although I do know that there is no anticipa- 
tion of expenditures on them during this fiscal year. 

Mr. Passman. Then why would you take a large sum such as 
this and your record states—I am reading from your own justifi- 
CATIONS ° 
Although not approved or funded in January 1960, additional programs are 
anticipated in the amount of $49,457,000. 

Now you say you are going to close the fiscal year with the entire 
sum on hand unliquidated. 

Mr. Crawrorp. There will be no expenditure as of our estimate 
now or the estimate as of last January during the current fiscal year. 

Mr. Passman. How about fiscal year 1961 ? 

Mr. Crawrorp. It depends on the current. status of negotiation 
on this program and I am not familiar with it. 

Mr. Lerrincweiu. In 1961 the items here would be distributed in 
the country programs. 

Mr. Passman. We are talking about requesting funds for a pro- 
gram that has not even been approved: has not been funded. 

Mr. Lerrincweti. We are not requesting any funds. 

Mr. Passman. Wait a minute now, if you will, please. You were 
carrying this item. You came before the Congress last year for funds, 
and although not approved or funded in January 1960, you are never- 
theless carrying $49,457,000 as obligated or reserved: are you not ? 
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Mr. Crawrorp. It is marked as a program under development. It 
means that there was a plan in negotiation at the time the presenta- 
tion was prepared. 


UNOBLIGATED BALANCES 


Mr. Passman. What did you do with the money that you justified 
last year? 

Mr. Suaw. It is unobligated as of now, Mr. Chairman. 

Mr. Passman. Were we not told earlier that there would be no un- 
obligated funds 4 

Mr. Suaw. You were told earlier, Mr. Chairman, there would be 
no unobligated funds in the administrative expense limitation 
necount. 

Mr. Passman. I am speaking about earlier hearings. We asked 
a spec ific question, whether you would have any unobligated funds in 
milit: uy. 

Mr. Murpnuy. I donot reeall that, Mr. Chairman. 

Mr. Passmanx. Will vou have any unob Jigs ited funds ? 

Mr. Suaw. Yes, sir. Our estimate is that there will be S25 mil- 
lion unobligated in the 1080 account, which is our military assistance 
vecount and there will be S10 million unobligated at the end of this 
fiscal year in our “X™ account, which is the reimbursement account, 
the sales receipts account, so we have estimated in the documents 
that there will be $35 million unobligated as of June 30 of this vear. 
Last year our estimate was $25 million net for the military assistance 
account only. The total unobligated, which the Congress made avail- 
able again this year was $30.6 million. 

Mr. Passman. But you do estimate now that you will have 335- 
million-plus unobligated. This simply means, then, the $49,457,000 
that you justified last year, had you made the expenditure, you would 
have had to dip into other funds? 

Mr. Suaw. I say that as of now, Mr. Chairman, we have an amount 
ul obligated in excess of what we estimated. 

Mr. Passman. Yes. Tsay had you m: a this expenditure, then you 
would have had to find « ther funds. because you are hot winding 
up with an unobligated amount as great as the amount that you are 
striking out of this one item. 

Mr. Suaw. We have not wound up, Mr. Chairman. As of the 
moment we have more than $35 million. Let’s say we have S85 million 
or $90 million unobligated. The difference between the amount that 
will be unobligated on June 30 and what we have unobligated now 
will cover the item you are looking at. 

Mr. Passman. Then you are going to obligate this prior to June 304 

Mr. Suaw. It isexpected we will obligate it, sin 

Mr. Passman. It is clear now. When do you expect to make the 
expenditure / 

Mr. Suaw. If we obligate it against this, the expenditure I would 
say for the spare parts would be made in fiscal year 1961, For 
construction, it would probably not be made until 1962 because of the 
leadtime. Weare talking about expenditures. 

Mr. Passman. That is right. 
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CURRENT NEGOTIATIONS 


Mr. Ruopes. Mr. Chairman, what kind of negotiations are you 
earrving on with regard to this item / 

You mentioned that there were certain negotiations being carried 
on that had to be concluded before you could spend this money. 

Mr. Suaw. The negotiations had to do with construction in ———— 
as well as the ———— spare parts. Our problem with the ———— 
spare parts is determining whether it is appropriate now to or- 
der spare parts from the Department of the Army because of 
the production schedule problems. 

We do not want to obligate our money for an item unless we can 
get immediate or reasonable delivery. 

This is what we meant by the statement. 

Mr. Ruopres. When the term ———— was used, it means building 
sites ; 

Mr. Suaw. It is simply a shorthand term that was used. It is for 
the construction of the technical sites 

Mr. Passman. I would not have gone into: all that le ngthy discussion 
if you had said it would be obligated. It was my understanding it 
would be, and I thought it had been. The difference is that it has 
not been, but it will be. 


MIscELLANEOUS NONREGIONAL 


Mr. Passman. Miscellaneous nonregional, $32 million for 1960. 
That item is up to $32,576,000 for fiscal vear 1961. 

We shall insert pages 301 and 302 in the record. 

(The pages follow :) 


The programs for fiseal veers 1959 and 1960 and propos ed fiscal vear 1961 
ed in the category of ‘Miscellaneous nonregional’’ are as follows: 


{In thousands of dollars 


distri uted 
‘omptroller, mutual security prog 


on and maintenance of MAP installations 
nd maintenance, authorized stockpiles 
suted repair and rehabilitation 


fer to tab, ’’ Expenses, Inspector General and Comptroller” in n 


Shipbuilding financing.—In fiscal year 1961, $4,800,000 is requested for con- 
tinuation financing of the naval shipbuilding construction program, which had 
been deferred from funding in prior years. This incremental financing of ship 
construction for ships in approved military assistance programs cannot be 
satisfactorily allocated to specific vessels destined to named recipient countries. 
The comparable program for fiscal year 1960 is in the amount of $7,900,000. 

Training worldwide, undistributed.—This category embraces those expenses 
not identifiable to any specific country, such as training support and the Military 
Assistance Institute. 

Operation and maintenance of MAP installations; and storage and mainte- 
nance authorized stockpiles.—The budget estimates for these programs include 


D3909 60 pt. ‘ S3 
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the costs of the operation and maintenance of MAP installations and the manage. 
ment of inventories therein which can be used to meet approved requirements of 
MAP recipients. These inventories generally are owned by the military assist- 
ance program, when stored in MAP-operated depots, the costs are recorded ag 
a charge to MAP account, “Operation and maintenance of MAP installations.” 
When these inventories are stored in U.S. service operated depots, the costs are 
borne by MAP also, but are recorded as a charge to the account “Storage and 
maintenance costs authorized stockpiles.” The latter type costs will generally 
be handled as reimbursements to regular military accounts, while the costs 
charged as operation and maintenance of MAP installations will generally be 
handled as direct charges to MAP appropriations. 

The major objectives of these two programs are: 

(1) To receive, store, manage, and issue MAP-owned supplies and equipment, 

(2) To maintain such stocks in serviceable condition. 

(3) To arrange for the timely delivery of MAP-owned stocks to MAP recipients 
to meet valid and approved requirements. 

(4) To adequately maintain and support installations operated by MAP. 

(5) To reimburse for storage costs incurred by the Army for items held for 
MAP by the Army and available to MAP as excess stocks. 

(6) Such storage costs are due the Army at the time the items are delivered 
to MAP. 

Fund requirements for “Operation and maintenance of MAP installations” 
and “Storage and maintenance costs, authorized stockpiles” during each fiscal 
year are based on forecasts of the volume of equipment and supplies to be stored 
or delivered from storage, as appropriate, during the fiscal year. In computing 
these requirements, standard Department of Defense cost factors are used which 
are based on experience over the past several years. These cost factors take 
into consideration the variations in the types of storage; the different geographi- 
cal areas in which the material is stored: the difference in the cost of storing 
the various major types of equipment and supplies, such as aircraft, missiles, 
ete.: and whether the material is stored in a MAP-operated or U.S. service 
operated depots. 

{In thousands 


Military assistance fiscal year Programed Delivery Unliquidated 
expenditure 
_— —— — ---- —_— = — = ot | | oo 
Actual, fiscal year 1959 ae : : . $34, 957 | $18, 895 
Cumulative, June 30, 1959 vs ial 269, 254 248, 854 $20, 402 
Estimate, fiscal year 1960 32, 048 23, 651 
Cumulative, June 30, 1960 _- 301, 304 72, 505 8, 799 


Estimate, fiscal vear 1961 ‘ } 32, 576 


The increase in the program for O. & M. of MAP installations from fiscal year 
1959 to fiscal year 1960 is largely attributable to an augmented and expedited 
activity at the Tokorozawa Depot in Japan. The further increase in fiscal year 
1961 requirements is attributable to the operational and maintenance costs of the 
MAAG housing project in Korea, approximately 90 percent of which will become 
available for occupancy late in fiscal year 1960, and to the expenses attendant 
to operating the NATO supply center in Chateauroux, France, pending the as- 
sumption of such costs by the NATO Maintenance Supply Services Agency. 

The bulk of the “miscellaneous nonregional programs” accounted for in the 
cumulative program and delivery show expenditure figures on the preceding page 
were in fulfillment of requirements authorized and financed in earlier years of 
the military assistance program. 


FINANCIAL ARRANGEMENTS ON SHIPBUILDING PROGRAM 


Mr. Passman. Tell us what kind of financial arrangements you have 
on the shipbuilding program for which you are requesting $4,800,000! 

Mr. LerrineweLi. Mr. Shaw will explain the method of financing 
and advance financing on the shipbuilding program that requires it 
to be carried in a separate account. 









Mr. : 
citat1ol 
U.S. N 
our fu 
to first 

Att 
been a 
ynobli 
is a Sl 
with ft 
equipr 
are no 
why t} 

Mr. 

Mr. 

Mr. 
them 4 

Mr. 
every 
tion 2 

Mr. 

Wh 

Mr. 

the re 
Mr. 
Mr. 
the mM 
Mr 
Mr 
state! 
it for 
Cor 
it fro 
are fi 
Tam 
they 
thori 
Th 
stanc 
Mh 
now 
chan. 


Mi 
tribu 

M 
that 

Co 
amo 
prog 


M 


inage- 
nts of 
iSSist- 
led as 
ions.” 
ts are 
e and 
erally 
costs 
lly be 


ment, 
pients 


P. 
id for 


vered 


‘ions” 
fiscal 
tored 
uting 
vhich 
take 
‘aphi- 
oring 
‘siles, 
rvice- 


$20, 402 


28, 799 


year 
dited 
year 
f the 
come 
dant 
e as- 


1 the 
page 
rs of 


1ave 
008 
cing 
»s it 


2609 


Mr. Suaw. Since the beginning of the program, we have used direct 
citation funds, Mr. Chairman, to finance ship construction by the 
U.S. Navy in the United States; this is because of the limitation on 
our funds, the funds being available only for 1 year. We have had 
to first make available tothe Nav y the tot: al antic ipated cost of the ship. 

At the end of the fiscal year the Navy would report that it had not 
been able to obligate that total amount of funds so we withdrew the 
unobligated amount and used the money for other purposes. This 
js a situation which we are trying to liquidate now. We will use, 
with this money, items to procure components and various pieces of 
equipment which are being placed upon the boats or the ships. We 
are not able to identify them as of now against countries and that is 
why they are shown separately here. 

Mr. Passman. What other purposes ? 

Mr. Suaw. Sir? 

Mr. Passman. If the Navy could not obligate funds, you would use 
them for other purposes ? 

Mr. Suaw. Yes; Mr. Chairman, and this committee has been told 
every year that this is the way we have had to handle our direct cita- 
tion account. 

Mr. Passman. I am not arguing the point. I asked a question. 

What other 

Mr. Suaw. It would depend upon the year and it would depend upon 
the — at the end of the fiscal year. 

Mr. Passaran. But you spend it for other purposes ? 

Mr. Suaw. We have obligated the money for other items included in 
the military assistance program. 

Mr. Lerrincwe.u. This year, Mr. Chairman—— 

Mr. Passman. I am not ont Mr. Shaw made a forthright 
statement that you could not obligate it there, but then you did ob ligate 
it for other purposes. 

Could we occasionally let some of this lapse? You may obligate 
it from funds which you had not justified before the committee. We 
are finding it in many of the other programs. The law is broad enough. 
Tam not arguing with you, because we find that in other programs 
they can take it and obligate it for funds which have never been au- 
thorized by the Congress. 

This is not a question of quarrelling. It is a question of under- 
standing. 

Mr. Lerrtneweti. T would like to point out we report this to you 
now in accordance with the new provision of law 111(b). We report 
changes regularly to this committee. 


UNDISTRIBUTED TRAINING WORLDWIDE 


Mr. Passman. Could you give us any information on the undis- 
tributed training, worldwide, for which you are requesting $5,726,000 ? 

Mr. Lerrincweiu. Yes. I will ask Colonel Enemark to answer 
that question. 

Colonel Exemark. The worldwide training requirements in the 
amount of $5.7 million are approximately the same as the amount 
programed for fiscal year 1960. 

Mr. Passman. You said approximately ? 
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Colonel ENemMark. Yes, sir. 

Mr. Passman. How much did you have in 1960? 

Colonel ENemarkK. $5,669,000. 

Mr. Passman. This is $36,000 more than you had ? 

Colonel ENemMark. $5,669,000 in 1960 and $5,726,000 this year, siz 

Mr. Passman. It would be 857,000 7 . : 

Colonel ENemark. Approximately, yes. 

Mr. Passmawn. It could not be approximately. It would be $57,000 
more for 1961 than you had for fiscal 1960. 

Colonel ENemark. That is right, sir. 

These requirements include the contract per diem and travel costs 
involved in the conduct of the military 


CONTRACT WITHIL MILITARY ASSISTANCE INSTITUTI 


Mr. Passman. Does this fund the Military Assistance Institute over 
in Arlington / 

Colonel ENemark. Yes, sir. 

Mr. Passman. Could you give us the 1960 cost of this Military 
Assistance Institute over in Arlington / And, in what year was 
it. started ¢ 

Colonel Exemark. It started in fiscal year 1959, I believe, sir. 

Mr. Passman. Could you give us the cost for 1959 7 

Colonel ENemark. Yes,sir. The contract costs for fiscal vear 1959 
were $317.937. : 

Mr. PassmMan. Fiscal year 1960? 

Colonel Exemark. Fiscal year 1960, $361,566, estimated. 

Mr. Passman. Fiscal year 1961? 

Colonel Exemark. Approximately the same as fiscal year 1960. 

Mr. Passman. Was that the same figure von used previously? Let's 
don’t say approximately. 

Colonel ENemark. That is what we estimate. 

Mr. Passman. How much ? 

Colonel Exemark. That it will be at the same rate as last vear, 
$362,000. " 

Mr. Passman. Is that institute operated entirely by civilians? 

Colonel ENemark. No,sir. 

Mr. PassmMan. Who operates it ? 

Colonel Exemark. It is operated by the American Institute for 
Research, which is a civilian contract operation. There is one mili- 
tary enlisted man on duty with the institute. 

Mr. Passman. One enlisted man ? 

Colonel EXNemark. Yes. 

Mr. Passman. What is his function ? 

Colonel Exemark. He is assigned to duty at the Military Assistance 
Institute. 

Mr. Passman. Andall the rest of them are civilians? 

Colonel Enemark. Yes,sir, including retired military. 

Mr. Passman. Let us see if there could be a mixup. I am talking 
about the American Institute for Research training contracts. 

Colonel Exemark. That is right. I spoke of active duty. There 
is one active duty enlisted man on duty with the institute. 
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Mr. Passaran. I mean no offense. I just want to go to the record. 
] quote ; 


As a result of criticism of the administration of the mutual assistance pro- 
gram and of the assistance furnished various countries, the Assistant Secretary 
of Defense (ISA), decided in October 1957 that a school would be opened to 
better orient military personnel in the duties involved in assignments to military 
assistance and advisory groups. 

The Army, Navy, and Air Force were unwilling to establish and operate 
the school, although thousands of military personnel, now assigned to other 
duty, had gained valuable experience on tours of military assistance duty. 

The Department of Defense employed a retired Army brigadier general as a 
$50-a-day consultant to plan and organize the school. The general continued 
also to receive his $6,000 annual retired pay. 

The general solicited bids, negotiated with the four bidders, and submitted 
certain proposals (see p. 9, pt. IV of this report). Two cost-plus contracts were 
awarded to the American Institute for Research, which he had recommended 
one for setting up and one for operating the school. Estimated cost of the first 
contract was $297,800, with a maximum of $327,580. The contractor was paid 
$274,137 under this contract, including a $16,000 fee and $24,884 for overhead. 
The second contract, ending June 30, 1959, is for $333,115, including a $17,726 
fee, and may be renewed four times. 

The retired brigadier general-consultant became the full-time salaried director 
of the school. The school staff consisted of 13 retired military officers and 1 
other professional member, and 20 clerical members. Each retired officer draws 
both military retired pay and a salary from the contractor, all at direct Govern- 
ment expense, the total averaging approximately $17,000 per officer. 

The school is located in the Arlington Towers Apartments, near the Pentagon, 
in plush quarters for which the Government expended $90,000 to renovate. 

In the judgment of the committee, Government operation of the school, rather 
than this contract, would have resulted in substantial savings. Government 
salaries for staff would have been $33,000 a year less than the present arrange- 
ment. There would have been no payment of the $34,000 fee and nearly $25,000 
for overhead already given the contractor. The contractor’s “luxury-size” teach- 
ing staff would have been replaced by a smaller, but equally effective, staff of 
Government personnel. 


Have you read that report ¢ 

Colonel ENemark. Yes, sir. 

Mr. Passman. Does the report state the facts ? 

Colonel ENemark. No, sir, it is not a statement of fact. 

Mr. Passman. What part is not fact ? 

_ Colonel EXNemark. Sir, an ad hoe committee was established to look 
into this situation very thoroughly. The committee, after investigat- 
ing for several months, submitted a report, and I believe a summary 
of that report was furnished to the congressional committee which 
submitted that report from which you quoted, and possibly to the 
ippropriations committee. 

Mr. Passman. They make this as a statement of fact. I was reading 
from a report by an authorized committee of the Congress. This is 
“Contracting Out Government Responsibility for Administrative, 
Management, and Other Services.” Subcommittee on Manpower Utili- 
zation of the Committee on Post Office and Civil Service, 86th Con- 
gress, Ist session. 

General Patmer. I would like to speak, Mr. Chairman, to your ques- 
ion as to points on which we disagree with that report. ; 

Mr. Passman. Yes, General. 

General Parmer. We disagree on a great many points, but I will 
mention three right off. 
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The retired pay of the officers who are paid over there iS & pension 
they have earned which has nothing to do with their civilian employ- 
ment. If you hired other personnel under this contract at the same 


salary and fired these retired personnel, they would still continue t 
draw the same pension. So the Governnient would be paying the same 
aggregate amount whether the retired officers worked there or not 
at all. 

The second reference I noticed was to “plush quarters.” — This 
establishment is in the basement of this apartment house, and it IS a 
fine basement. They have painted the pli ice so it is not like a coal 
cellar, but there is no question you are in a basement, except for two or 
three rooms as you enter the place. Then you go down the basement 
steps, and you are in the basement. 

As for the “luxury size” teaching staff, the study that was made, 
to which Colonel Enemark has referred indicated that the Govern. 
ment scale of manning would provide two or three more people that 
are employed there at the present time. Actually, their teaching staf 
is quite simple. 

The essence of this situation is that, ox —— in that report, the 
Assistant Secretary of Defense found that it was necessary to start 
this Institute. I believe the re port you ¢ ited supports that. I believe 
that there were strong suggestions from other directions. I am not 
sure whether the General “Accounting Office suggested this or not. 

Mr. PassmMan. It is being investigated now, I believe. 

Gene 1. al Panmer. The GAO is making a survey. 

Mr. Passman. Makinga study, any way you want to put it. 

General Patmer. My recollection is that the GAO thought it would 
be a good idea to have something of this sort in the military assistance 
program. 

Mr. Passman. I do not quarrel with that. The committee which 
wrote this report did not quarrel with it. The questions are going 
on the outside, the large amount of the contract and the fees paid. 
They felt if it had been set wp in the military, where you had adequate 
and well-trained personnel to do the same thing, substantial savings 
would have been effected. They are not quarreling with the need of 
such training. 

General Parmer. May I proceed 7 

Mr. Passman. Yes, sir. 

General Pater. The pressing need was to get the thing set up. We 
had this MAP program, which has been severely criticized in its 
operation. We needed to get something going to improve it. The 
thing was to get the thing going. 

This contract has given us exactly what we were looking for, ye 
we would probably still be arguing if we had not done this. After all 
my office is not all powerful in the three armed services, and under Mr. 
Shuff it was not, either. We would still be ehiee to get the Army. 
Navy, or Air Force to take charge of this thing. We started it this 
way in order to get the thing going 

We got the thing going ‘under an arr: angement which has given Us 
what we wanted. We have put through now practically 1,800 stu- 
dents to date, going through in classes of roughly 100. They are o 
class No. 18. All these people have been through and have gone ott 
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to the field, Mr. Chairman. I seriously doubt whether we would have 
gotten any such result had we fooled around trying to set up what 
they call in the jargon an inhouse operation. 

Similarly, if we were required to discontinue this operation and set 
it up on another basis now, we would disrupt a thing which is giving 
us satisfactory service, with which we are very well satisfied, in the 
hopes that we would get something equally good going after we 
changed the whole thing around. In other words, we would be 
shutting down one school and then starting another. That is what 
we would be doing. 

So I would really implore this committee not to knock this thing out. 

Mr. Passman. General, let me assure you that I was reading ver- 
batim from a report of an authorized committee of the House. I am 
not arguing about whether it is needed or not needed. I merely read 
the report and indicated the substantial savings which might have 
been effected had it been set up in the military. You state that in the 
military it may have required head knocking for years before you 
would have ever reached an agreement, and you feel it was a good 
investment, in that doing it this way you brought it into > ‘ing quicker. 

General PaLmMer. That is correct. 

Mr. Passman. I am glad to have that information. 
million dollars isa lot of money. 

General PaLMeER. This is not quite that much, sir. 

Mr. Passman. No, but if you put it all together; it is a continuing 
thing. 

General PatmMer. If you priced out the military cost, of course you 
would have overhead, too. 

Mr. Passman. There is a possibility that if you had kept it in the 
military, you would not have had to call for more recruits into the 
Army. Navy, and Air Force. You would have had sufficient person- 
nel. If you could have reached agreement, you would not have had 
to increase the size of the armed services in order to find trained 
people to run this school, had it been set up within your framework of 
the military ? 

General Parmer. That is something that was done long ago. All 
a am asking now is that we do not destroy something which is working, 

ithe hopes that after a loss of time we could get something else which 
iat work equally well. 

Mr. Passman. Rest assured, General, 
fair about all of these matters. 

What type of personnel do you train there ? 

General Parmer. They are oflicer personnel. About 50 percent of 

all the officers that go to the MAAG’s, plus some of the people from 
the higher headquarters, get this coats About 50 percent of them 
go through this school, including particularly the senior people, the 
generals who are going out as MAAG chiefs. 

Mr. Passman. Your MAAG chiefs are trained in this school? 

General Patmer. They come and take the courses. They take a 
slightly different course from the run of the mine, but they are there 
for the same period. They a great deal of the same instruction. 

Mr. Passman. The Institute to which we are referring is the same 


school that trains your MAAG chiefs? 


To me, several 


that this committee will be 


get 





2614 


General Parmer. That is right. 

Mr. Passman. Do all the people who are trained there go into the 
military assistance part of the program ? 

General Parmer. Yes, without exception. They all know where 
they are going in the military assistance program when they come to 
this Institute. It is a 4-week course, so obviously it is not a college 
course, but they get up to the end of the line in Cambodia, or some- 
place like that, knowing an awful lot more than they did 3 years 
ago, I would say. 

Mr. Passman. How long has this school been in operation ? 

General Parmer. Since September of 1958, I believe. 

Mr. Passman. Your MAAG chiefs who have gone out in the field 
in the last 6,12, or 18 months had their training there ? 

General Parmer. That is correct. 

Mr. Passman. What subjects did you teach them? 

General Pauwer. I will turn it back to Colonel Enemark, 

Mr. Passman. What courses do you teach them, Colonel ? 

Colonel Exemarx. The program of instruction includes background 
on U.S. Government. policy, U.S. military strategy, U.S. agencies in 
foreign countries, U.S. personnel in foreign countries, American capi- 
talism, and democracy. It also covers communism and the cold war, 
to include Communist tactics and propaganda, foreigners’ attitude 
toward the United States, the cold war, the role of civic action in 
winning the cold war. It includes technical instruction in the mili- 
tary assistance program. It includes the organization of the unified 
commands and the MAAG?’s and the organization for military V assist- 
ance here in Washington; the military assistance program programing 
concept, force objectives and priorities, MAP leve noe support, MAAG 
functions, materiel program, training program, area and country sub- 
jects, including regional briefings, country brie aan something about 
the culture, the religion, and so forth, and health hints abroad. The 
MAAG chiefs during their last week spend a considerable amount of 
their time in interviewing the senior Defense and State Department 
personnel, visiting embassies of the country that they are going to, and 
that type of thing. 

Mr. Passman. Do you discuss with them during this course means 
of coordinating the three branches which usually work under them out 
in the field, the Army, Navy, and Air Force, with reference to the 
amounts of the program, the material, and such problems as that? 

Colonel Exemark. As far as their specific country is concerned?! 

Mr. Passman. Yes. If you send a MAAG chief to Africa, and he 
is to have under him a man heading up the Army and one the Air 
Force and one the Navy, and they establish the needs for the respec- 
tive branches out there, do you give him a course which would assist 
him in cordinating the requests of the three branches, and put them 
together and understand the program / 

Colonel Exemark. His programing instruction includes instruction 
in the various service programs and the materials that they use. 

Mr. Passman. When they go out, they should know as much about 
it as those who serve under them ? , 

Colonel Enemark. Yes, sir. 

Mr. Passman. Do you ever give them an examination on that par- 
ticular phase of the course ? 
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Colonel Ie NEMARK. No, Sir; eXaminations are not givel mn that 
phase of the course. ' 

Mr. Passman. How do vou know they possibly learned anything 
about it,then? Jam merely asking for information. 

Colonel ENemark. Sir. these are mature officers who have had 
many years of service and have demonstrated their ability by their 


promotions and their assignments. 

~ Mr. Passman. At least you would expect that when they go out 

into — field they would know as much about the program as the head 
Army un ler them, the head of the Air Force under them, and 

the head of the Navy under them. 

Colonel Exemark. They would not necessarily be familar with 
the details of the separate programs, sir. 

General Patmer. I think we are getting in a little deep here. A 
man eoing out into the field brandnew will not know as —_— as an 
Army, Navy, or Air Force Diah who has been there a VO cl nd : al h: lf 
or Z years. He does have some idea where to find the i mation and 
what he oueht to know. 

Mr. Passman. Would that be one of the first things he should learn, 
thoueh how to coordinate the program when he vets out in the 
field / 

General Paraer. Quite true: yes, sir. 

Mr. Passman. Why do you not give them a test when they get 
through 7 

General Paumer. This is the practice of a great many educational 
institutions, certainly. 

Mr. Passman. Is it similar to the 166 subjects taught by the 
Johns Hopkins University, under the supervision of and with lectures 
from ICA, and the course that they give‘ We know that under the 
mutual security technical assistance program, ICA worked out a very 
comprehensive course, 166 subjects, and they taught religion, religion 
workshops, social mobility. It is a r ather expensive undertaking. 
We found out some of the lecturers were actually the ICA people. Is 
your school intended to accomplish about the same type of purpose / 

General Paumer. Not from what I caught of your descr — 

Mr. Passman. Let me be specific. I am serious. The ICA people 
decided their men should have a course, so they arranged with Johns 
Hopkins to teach a course. Johns Hopkins did not have such a 
course, and T think they said—mavbe T am just saving what [ think 
must have transpired—"We will work out the course. We want you to 
teach it.” The course consisted of about 166 adeeb Some of them 
T never heard of before. 

After they set it up, they reached an agreement that there would be 
tuition which amounts to $4,000 per student for 5 months, or 880,000 
for 20 students for 5 months. When they started teaching the sub- 
jects, and had a few professors assigned, they invited people from 
almost all walks of life to come in and instruct them. In going over 
the list we » found some of the ICA personnel were listed among the 
ins Structors 

My point is that they are trying to impart knowledge to these 
people about the program. Is that not just about the same thing 
that vou have? 
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General Parmer. Not quite, I do not believe. In the first place, 


the Military Assistance Institute is very much under the thumb of my 
office. It is not running loose, 

Mr. Passman. Did you read into my statement that the other was 
running loose ? 

General Patmer. You seem to be worried about a good many things 
running loose, Mr. Chairman. 

Mr. Passman. I have never before corrected a four-star general, 
But let me correct “seem to be.” Let us make that positive. I am 
worried about a good many things r unning | loose, 

General Parmer. The other thing is, what we are really interested 
in is having these people go through these planning and program- 
ing’ techniques prope rly so we get a better product in here to discuss 
with you every winter. This means people have to know what they 
are doing and get their program forms in so they all read the same 
way. 

Mr. Passman. General, we een what you are doing. 

General Parmer. No, sir; not at all. But I would hope that ina 
certain number of years we ty make a more satisfactory showing 
on it. 

Mr. Passman. This is an improvement this year, General. We 
appreciate what you have done. 

General Patwer. Thank you, sir. I take no credit for these many 
things that have been done to in prove the program. I am still a 
beginner myself. 


OPERATION AND MAINTENANCE or INSTALLATIONS 








Mr. Passman. Operation and maintenance of military assistance 
program installations is increasing. In 1959 it was $7,913,000; in 
1960 it went to $15.267,000. For fiscal vear 1961 the estimate has 
been increased to $18,750,000. Why is this program increasing so 
drastically ? 

Mr. Lerrineweii. Mr. Chairman, the estimate for 1961 provides 
for the support of three installations: A logistic depot in Japan, a 
housing project for the MA AG personnel in Korea- 

Mr. Passman. What kind of installation in Japan ? 

Mr. Lerrinewetw. A logistic depot in Japan. 

Mr. Passman. Where will that be located ? 

Mr. Lerrincweti. At Tokorozawa. 

Mr. Passman. Isthat for buildings? 

Mr. Lerrineweii. These funds are for operation and maintenar.ce. 
In 1960 we have $12,677,000 for the support of this installation. The 
estimate for 1961 is $14 million. The increase was because of the 
increased activity of that depot in the support of the milit tary assist- 
ance program inthe Far East. 


HOUSING 


Mr. Passman. Did you have a statement prior to that about some 
housing somewhere ? 

Mr. Lerrinewett. I said the second item which makes up this $18 
million request is for the Korean housing project. 
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Mr. Passman. How much will that cost ? 

Mr. Lerrincwe._u. We have $500,000 for it in 1960. In 1961 we 
are asking $1 million for the operation and maintenance of this project 
This covers the operating expenses of an estimated 387 f: amily housing 
units located in Seoul, Pusan, Taegu, and Chinhae. 

Mr. Passman. Do you have the same number of housing units in 
fiscal 1960 that you plan for 1961 ? 

Mr. Lerrincwetxi. No, sir; we will have 404 in 1961. 

Mr. Passman. Out of what funds did you build the additional 
housing ¢ 

Mr. Lerrincwetui. The housing was built out of another appro- 
pri: ation. 

Mr. Passman. What other appropriation ? 

Mr. Lerrineweti. This was the appropriation of 1957 or 1958. 

Mr. Passman. You are still building houses in those places in Korea 
out of a 1957 or 1958 appropriation ¢ ¢ 

Mr. LerrinGweu. Yes, sir. 

Mr. Suaw. The money was obligated in prior years and is being 
pater as the housing is developed. 

Mr. Ruoprs. Did you say a million dollars for the operation and 
maintenance of 387 houses? 

Mr. Lerrincweitu. Three hundred and eighty-seven family units. 

Mr. Rroprs. That is $3,000 a house. 

Mr. Lerringwecxi. This project includes schools, hospitals, and the 
other fac lit ies which go with a housing establishment for American 
personnel who are on duty in the MAAG in Korea 

Mr. Ruopes. Do you have that million dollars broken down by 
object / ¢ 

Mr. Lerrinawetu. I do not have that here. 

Mr. Ruopes. Can you furnish it / 

Mr. I. EFFINGWELL. I should be glad to. 

Mr. Riopes. Please. 

(The , inform: ition requested appears on p. 2619.) 

Mr. Passman. I believe that in Korea for the MAAG housing the 
unit cost. was $26,198; is that cea as ¢ 

Mr. Lerrineweu. I do not have that figure. 

Mr. Passman. That is per unit. 

Mr. Lerrrnewetu. It could well be. 

Mr. Passman. Is that a unit in an apartment house, or something of 
that nature? 

Mr. LerrinGweu. These are family units. 

Mr, Passaan. An individual house? 

Mr. Suaw. Free standing; yes, sir. 

Mr. Passwan. And the ICA’s cost, I believe, was $24,558 

Mr. Lerrinewetu. That could be. 

Mr. Passman. Mr. Rhodes brought up something there about $1 
million for the maintenance of how many houses ? 

Mr. Lerrrncweti. Three hundred and eighty-seven family housing 


Mr. Passman. How much is that per house ? 
Mr. Lerrincwe.L. This is not only for the house, but it is for all 
the facilities. 











PO1S 


Mr. Passman. We shall vet to that. Let us vet the per unit cost 


first. 
Mr. Lerrincwe.ui. It is somewhere in the neighborhood of $2.700 
per unit. In 1961 we expect to have a total of 404 family units. 


Mr. Passman. Let us hope we donot. Let us get this. It is $2,700, 
After we have built the houses out of the appropriation, this is the 
maintenance 4 

Mr. Lerrineweiu. That is correct; ves, sir. 

Mr. Passman. What do they get for the $2,700 per family? They 
are housing units for which payment has been made. , 

Mr. Lerrincwe.u. There is water, lheht, heat, power, repairs, and 
security. 

Mr. Passman. About what is the average light and heat bill for the 
house ? 

Mr. Lerrinewetu. I do not know what the average light and heat 
bill would be on this, but I wanted to make clear this includes other 
facilities as well as the housing. This includes schools 

Mr. Passman. Could you break it down 4 

Mr. LerrincweitL. We could give you a complete estimate. I do 
not have it here. IJ will provide it for vou. 

The military officer reserves an allowance for quarters. If the 
quarters are provided at Government expense he does not receive that 
allowance. 

Mr. Passman. Iam quoting now: 

No. 5. The yuan conversion rate precludes realization of full construction 
value. All local expenditures are made at the legal exchange rate, which is 
500 Korean yuan to the U.S. dollar. This exchange rate is approximately one- 
half of the free market rate, which is on the order of 1,000 yuan to the dollar. 
The construction agency of Korean housing is the Corps of Engineers, U.S. Army. 

Did the Corps of Engineers do the building ? 

Mr. Suaw. They awarded the contract, sir. 

Mr. Ruopes. Are these houses adequate for officers of all erades? 

Mr. Lerrincwewu. Yes, sir; both officers and enlisted men. 

Mr. Ruopes. The officers who are quartered there do not draw a 
housing allowance 4 

Mr. Lerrincwetw.. That is correct. 

Mr. Ruoprs. Other people who live there get an educational al- 
lowance for their children, I assume. 

Mr. Lerrineweci. I am not familiar with the regulations about 
educational allowance. They would not get it if they were being 
provided education at Government expense. 

Mr. Ruopes. You said a while ago it ineluded schools. 

Mr. Lerrinawetu. The housing project does. 

Mr. Ruropes. So they would not get any educational allowance. 

Mr. Suaw. No: they certainly would not. 

Mr. Passman. We wish you would give us a breakdown on that 
item. 

Mr. Lerrincwe.u. We will get the complete details for you, sir. 

Mr. Passman. This $2,700 is on a dollar basis. It might not be 
too much trouble to break it out and show what goes for utilities, for 
schools, and SO On. 
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Mr. Lerrincwetu. I am sure we have the complete detail on that, 
and I will provide it. 
ry%} : : = : . ee 
(‘The information requested follows :) 


Section 537(¢c) of the Mutual Security Act of 1954, as amended, authorizes 
construction of housing and supporting facilities for mutual security personnel 
in Korea. In fiscal year 1957, $12 million was authorized and additional incre 
ments have been authorized in subsequent years. The total authorization is 
$27,750,000, which has been distributed $6,250.000 for International Cooperatiol 
Administration personnel and $21,500,000 for military assistance personnel. In 
addition, 1 billion Korean hwan (equivalent of $2 million at the then existing 

f 500 hwan to the dollar) has been made available under Public Law 480 
for construction for military assistance personnel. 

fhis program provides family dwelling units and such 


as hospital, dispensaries, dependent schools, commissary, and other facilities t 


~ ipporti g facilities 


provide a complete unit for the families of U.S. personnel carrying ictivities 
under the Mutual Security Act in Korea. These facilities will permit the tow 
of duty to be extended beyond the 13 months which is the maximum now author 
ized for personnel unaccompanied by their dependents. The longer tour will 
provide greater continuity and more efficient management of the military 
assistance program in Korea. 

The ICA units are located in Seoul; the military assistance units are at 
Seo Paegu, Pusan, and Chinhae. Each housing location requires its own 
ting facilities. These include a hospital at Seoul serving all units and 
dispensaries at the other locations. There are also schools, Commissaries, main 
mance shops, a bakery, and telephone exchanges. 

These supporting facilities serve military and State personnel, including ICA. 
Funding is provided initially by appropriations of the administrative agency. 
Each U.S. service or agency utilizing these facilities reimburses the adminis- 

tive agency on an agreed basis. 

The maintenance and operating costs for the family dwelling units occupied 
by military assistance personnel are funded by the military assistance appro 
priation. The estimated request in fiscal year 1961 is $1 million, distributed 
as follows: 

Utilities: Electricity at $0.0542 per kilowatt-hour; water at $0.50 per 
thousand gallons; diesel fuel, at $0.10 per gallon__ $575, OOO 


Maintenance and repair (material and labor) 300, OOO 


security 2 see : res 5O, OOO 
Initial and scheduled replacement costs of furniture, fixtures, and 
Ctinment ..=..... eee ee : ee 75, OOO 


shor) si satel aclcntne gis 7 __ 1, 000, 000 


Mr. Passman. This bill ealls for a great deal of money for many 
different programs scattered all over the world. ‘This committee 
has an opportunity to deal with the matter only part time, although 
we do devote as much time to these studies as it is humanly possible 
for us to undertake. 

These long hours and long days of hearings have been rather trying 
to all concerned. I might state that we have given only about 12 to 
15 percent of the time to the military phase of this part of the bill 
that we had intended to do. We had hoped to devote at least 4 or 5 
weeks to it. However, earlier conditions involved in other parts of 
the bill necessitated extra days of hearings: so, therefore, it beeam«e 
hecessary to curtail certain examinations on the military. 

Thank you, General, and all who are with you, 

General Paumer. Thank you very much, Mr. Chairman. It has been 
a pleasure to be with you. 

Mr. Passman. This concludes the hearings on the military assist 
ance phase of foreign aid. 
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We shall schedule any subsequent meetings after we have had an 
opportunity to discuss the matter with other members of the committee, 


Ryukyu Isianps 


Mr. Passman. There will be inserted in the record at this point the 
statement of Gen. Lyman L. Lemnitzer, Chief of Staff, Department 
of the Army, relative tothe Ryukyu Islands. 

(The statements follows:) 


STATEMENT BY GEN. LYMAN L. LEMNITZER, CHIEF OF Starr, U.S. ARMy 


Mr. Chairman and gentlemen, I appreciate this opportunity to discuss briefly 
before your committee my views concerning the importance of the Ryukyu 
Islands to the United States, and the related budget request for the appropriation 
“Ryukyu Islands, Army” now under consideration. 

My interest in the Ryukyus stems from two sources. As Chief of Staff of the 
U.S. Army, the military department responsible for administration of the islands, 
I am concerned with both the administrative and strategic aspects of the situa- 
tion. Having served as Governor of the Ryukyus, during the period 1955-57, 
Iam also familiar at firsthand with many of our accomplishments, opportunities, 
and continuing problems in the area. 

In discussing the importance of the Ryukyus, I shall cover two general points 
of view: strategic considerations, and other considerations relating to our 
national objectives in the area. 

I know that you are keenly aware of the strategic importance of the Ryukyus 
to the United States. Because of their location, the Ryukyus provide an essential 
link in our worldwide defense system. In this regard, their value to the United 
States and the entire free world is immeasurable. Our ability to conduct military 
operations from these islands, should the necessity arise, provides a_ strong 
deterrent not only to general war but also to Communist aggression against such 
areas as Korea, Taiwan, or the countries of southeast Asia. 

The military potential inherent in the geographic position of the Ryukyu 
Islands stems from the fact that they are relatively close and centrally located 
with respect to vital areas of the Far East. Strategically speaking, Okinawa, 
major island of the Ryukyus, is truly a keystone in the Pacific. 

It is generally recognized in the Far East, as elsewhere, that the United States 
has no aggressive intentions, although certain elements in the world are un- 
willing to concede as much publicy. However, both friends and potential aggres- 
sors, being realists, recognize that our presence in the Ryukyus provides us the 
eapability to bring our military power to bear rapidly in the event of aggression. 

Troops and supplies are kept in constant readiness on Okinawa for deploy- 
ment at a moment’s notice. They can be transported to any point in the Far 
East or southeast Asia with a fraction of the effort and expense—and within 4 
fraction of the time—which would be required from other available U.S. military 
bases. During the Korean war, U.S. aircraft based in Okinawa provided val- 
uable support to United Nations forces defending against Communist aggression 
Should such a necessity again arise, U.S. military power could be projected far 
more rapidly—in this day of supersonic aircraft—from Okinawa to virtual]! 
any part of the Far East-Pacific area. 

You are, I know, equally aware of the importance of other international con- 
siderations relating to our position in the Ryukyus. I would merely like t? 
highlight the fact that our presence there provides to all peoples in the Far East 
area convincing evidence of our determination and capability to fulfill the re 
sponsibility which we have accepted in connection with our policies directed 
toward defense of the free world. Equally important is the impact, throughout 
the world, of the image of the United States which is reflected in our beneficial 
administration of these islands. The Ryukyus are, in essence, an international 
“showease” of U.S. intentions, capabilities, and accomplishments in the Far East 

The Congress has provided substantial assistance in making our record in the 
Ryukyus one of major achievements. I should like to review these achieve 
ments briefly in the perspective of our responsibilities as sole administrator of 
the islands, and of our mission under the peace treaty, and Executive Order 
10713. The United States has fed, clothed, and sheltered a population which 
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had been left destitute as the result of World War II, and has aided in the 
restoration of the war-shattered physical plant. We have rebuilt and expanded 
the local economy and have given it new direction. We have fostered principles 
of democracy, human dignity, and responsible citizenship. The once critical 
land acquisition problem was favorably settled in 1958. Also in 1958, we re- 
placed occupation script with American dollars and thereby freed the economy 
of restrictive currency controls. Our Government has moved promptly to pro- 
vide surplus farm commodities to feed the victims of the typhoons that periodic- 
ally devastate large sections of the Ryukyus. It has also assisted in the re- 
building of schools, bridges, roads, and seawalls destroyed by these tropical 
storms. Our demonstrated concern for the well-being of the Ryukyuan people, 
strengthened by the personal embassadorship of individual Americans—both 
military and civilian—in the area, has brought us a high degree of cooperation 
and understanding by the local population. Equally important, it has deprived 
the Communists of favorite rallying issues. In all, some $170 million have 
been appropriated by the Congress since 1947 for these purposes. The year 
1959 should go down in the history of the Ryukyus as a time of transition from 
an era of postwar reconstruction to one of progressive ecnomic development. The 
Congress has provided the stimulus for this economic development in past years, 
and your continued support will insure further prograss toward the goals of de- 
mocracy and economic well-being. It is of the utmost importance to the con- 
tinned attainment of our objectives in the area that such progress be achieved. 

Our request this year is a step in that direction. It represents a gradual in- 
crease in the amount of annual economic assistance, directed toward ultimate 
achievement of a viable economy and a stable social structure. Such increases 
are necessary if the constantly maturing Ryukyuan government is to begin 
providing to its people those advantages which have become normal in demo- 
cratic societies throughout the world. We must realize that, because the Ryukyus 
are under the jurisdiction of the United States, they do not qualify for benefits 
provided friendly foreign governments under the Mutual Security Act and other 
assistance programs such as the Development Loan Fund and the World Bank. 
Neither do they receive the benefits which are accorded territorial and insular 
possessions of the United States. Therefore, our annual budget requests are cur- 
rently the sole means by which we can attain these necessary benefits for the 
Ryukyuan people. Each year we endeavor, by presentation of the facts, to 
demonstrate the need for increased economic aid. I urge that your committee 
give this year’s request your full support and approval. 


May 14, 1960. 
Mr. Passman. The committee will come to order. 


STATEMENT OF THE AMERICAN VETERANS COMMITTEE 


Without objection, we shall insert in the record a statement of the 
A e - Y - 
American Veterans Committee. 

(The statement referred to follows :) 


STATEMENT OF THE AMERICAN VETERANS COMMITTEE (AVC) By ARNOLD FELDMAN, 
EXECUTIVE DIRECTOR 


The American Veterans Committee presents this statement to the Subcommittee 
on Foreign Aid Appropriations in support of a total of $4,086 million. We sup- 
port this program and the amount of money authorized for it primarily because 
of the assistance that it will give to countries which are economically under- 
developed. 

We take a strong position on economic aid to countries which are uncommitted 
In terms of democracy and authoritarianism. 

The foreign aid program comes up for increasing attacks year after year by 
Its foes and even by some of its more liberal friends. 

AVC recognizes the debilitating effects of a domestic program which refuses 
to recognize the necessity for aid to depressed areas, aid to education, and a 
general responsibility of the Government of the United States to participate in 
4 program of aid to all underprivileged Americans. But, we would never permit 
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a failure to meet domestic needs to interfere with economic aid to foreign coun- 
tries, a cut which might result in those countries becoming ailies of the Com- 
munist world. 

We, therefore, urge that your subcommittee report out an appropriation bill 
authorizing the sum of $4,086 million. That is the sum authorized and that is 
the sum that we think should be appropriated. 


STATEMENT OF THE AMERICAN LEGION 


Mr. Passman. Without objection, we shall insert in the record 

letter and re soluti ion of the American Legion. 
THE AMERICAN LEGION, 
Washington, D.C., May 14, 1960. 
Hon. OTro E. PASSMAN, 
Chairman, Subcommittee on Foreign Operations, House Committee on Appro- 
priations, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN PASSMAN: Referring to the hearings now being conducted 
by your subcommittee relative to er ee for the mutual security pro- 
gram, I enclose a copy of resolution No. 64 adopted at the national executive 
committee meeting of the American I egion in the spring of 1959, urging that we 
continue military alliances with nations who resist the spread of world com- 
munism. 

In addition to the enclosed resolution, the American Legion, at its 1959 na- 
tional convention held in Minneapolis, Minn., adopted resolutions No. 896, which 
sets forth our foreign policy program. In this re solution, paragraph VI, 1, reads 

sfollows: 

“1. The American Legion is opposed to the expenditure of moneys by the 
United States for so-called foreign aid unless a determination has first been 
made, in each instance, that the expenditure itself will result in an equal or 
greatest benefit to the de ‘fense of the United States than would have resulted, had 
the same sums been expended domestically. We oppose any economic or military 
aid to any Communist or Communist-dominated countries, and we do not ex- 
cept Poland or Yugoslavia from this classification. We believe that all foreign 
aid by our Government should be extended only on the basis of secured loans 
wherever possible.” 

While we are not asking for the privilege of a personal appearance of a repre 
sentative before your subcommittee, I respectifully request that this letter and the 
enclosed resolution be given consideration by your subcommittee and incor- 
porated in the record of the hearings. 

Thanking you for your courtesy and consideration, I am, 

Sincerely yours, 
Mites D. KENNEpy, Director. 


NATIONAL EXECUTIVE COMMITTEE MEETING, THE AMERICAN LEGION, HELD IN 
INDIANAPOLIS, IND., APRIL 29—May 1, 1959 


Resolution No. 64. 
Comuniission : Foreign relations. 
Subject: Continue military alliances with nations who resist spread of world 
communism 
Whereas the pattern unfolding in the Middle and Far East and the satellite 
countries indicates our ineffectiveness in influencing the native minds of their 
populations, and our dealings with many of their governments have been unsat- 
isfactory and even disastrous; and we conclude, additional time allowed these 
nations whose leaders profess no decision, neutrality, or nonalinement is to the 
distinct advantage of the enemies of the free world: Now. therefore, be it 
Resolved, hy the Vational Baecutive Committee of the faynerican Legion in 
reqular meeting assembled in Ind anapolis, Ind., on April 29—May 1, 1959, That 


the United States continue to enter into military alliances with the nations of 


} 

i 
the world who demonstrate a willingness to resist the spread of world com- 
munism, and we further recommend that the moneys appropriated by the Con- 
gress for the financing of such alliance be added to and made a part of the 
annual military budget and that the economic foreign aid program, by its con- 
temporary meaning, be phased out over a 2-year period, and that any future 
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t 


mie nid be directed to the implementation of our military policy against 
oumunisin and that this policy be made continuous for so long as a demonstrated 


need @XISLS 
Adopted April 30, 1059. 


SrvrEMENT OF Dwicur D. TowNsenpb, Direcror, THE COOPERATIVE 
LEAGUE 


Mr. Passmwax. Our first witness this morning is Mr. Dwight D. 


Townsend, director, the Cooperative League. He has asked permission 
wor his WV ife and da ughter to observe the proceedings. 1 think we 
ild LV Thal the princely pal labors ot the committee ure not neces- 
ly undertaken at the time the statements are read into the record, 


} 


ut during the many hours we spend in questioning and in deliberating 
the statements ata subsequent date. Lam making that statement so 
our guests will understand that the major portions of our real work 

long after the statements have been placed in the record. We 
spend many days in questioning and discussion and in endeavoring to 
cigest ihe contents of the statements. 

Mr. Tow] send, we shall be p lea ec to hear from you. 

Mr. Townsenp. The Cooperative League of the U.S.A. 1s pleased 
to present testimony for appropriations for the Mutual Security Act. 
We have consistently supported by te stimony the technical assi 
section of the prograin. It is wit lh spec li ali interest that we \ ould like 


fo ureae approy 1 Ol the S200 million proposed for teen end Hssist 


dance, Suce it 1s through that avenue of help that we beheve our con 
tribution is best directed toward help he peop le to help themselve 
In this hiahner self reliance becomes an Iniporta unt moral contribu 
tion to the well-] bemg of our neighbors in the Hany countries where 
techi ical assistance prov ides help. 

There are countless illustrations where the Interna tional Coopera 
on Administration has been most effective in raising the standards 
f living through the technical assistance program. 
“The ( Cooperative League is composed of 14 million family mem 
hers, most of whom have become closer acquain ted with the needs of 


t 


the lesser deve loped countries of the world through the work of our 
dle partment of international! — and throus ol) sponsorship ot 
sever: al cooper ative technicians 1 India, V ietnam, ‘and Laos and sub 
stantial « organization work with our near nelolbors in the Western 
Hemisphere. Our work with the South American and Caribbean 
operatives have made it possible for voluntary oreanizations such 
is the Cooperative League to make effective those avenues of assist 

ce that : ome be less than possible by governments. At this time 
ve are ke enly conscious of the need to stre ngethen the ties between the 
rank and f ile of people oft this country and the in less fortunate coun 
terparts to the south. We feel that this volunt: ary approac h is more 
positive than is possible in the fields of commerce or gover} iment. 

A eood demonstration of the elfec of this apy pros contained 
n the faseinating history of CARE, also a snpembaiee: Many other 
ex iples could be eiven supporting the accomplis| nents of volun 


tary organizations, 


HBO09 60 pt. 2 \4 
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As director of the Washington office of the Cooperative League of 
the U.S.A., 1 am authorized by the resolutions of our last biennial 
congress to present testimony In support of appropriations for the 
mutual security program sufficient to continue the technical assistance 
services which have made a valuable contribution to the peace and 
welfare of the world. 

Mr. Passman. Thank you, Mr. Townsend. We should like to send 
you a copy of the printed record after we complete the hearings this 
year. I believe I can anticipate that after you have read the hearings 
your request next year may be for possibly a third of what you are 
asking for this year. 










STATEMENT BY Davip WiLLIAMs, AMERICANS FOR Democratic AcTION 













Mr. Passman. Our next witness will be Mr. David Williams, rep- 
resenting Americans for Democratic Action. We are pleased to have 
you before the committee, and if you have a statement, we welcome 
your presentation at this time. 

Mr. WituraMs. Mr. Chairman and members of the committee, my 
name is David C. Williams, and I am appearing today on behalf of 
Americans for Democratic Action, as its director of research and 
education. 

We have just held our annual national convention here in Washing- 
ton, May 6-8, and our delegates, coming from all parts of the country, 
have once again declared their support of the mutual security pro- 
gram. Among the delegates and the members of our foreign policy 
commission, there were people who had had the privilege of seeing 
the technical and economic aid program in action In various parts of 
the world, and whose support of it, therefore, was based on firsthand 
observation and information. 

Our support, Mr. Chairman, is by no means an uncritical one. At 
our 1959 convention, we urged that aid should be allocated to those 
areas where it can be most effective. We said: 

“To be eligible for long-term capital assistance, a country should 
meet at least the following standards: 

It should have demonstrated its willingness to make efforts to 
promote its own development ; 

“2. It should have a practical plan and programs keyed to the re- 
sources av: ailable to it; 

It should have a government which, at the minimum, assures 
both stability and the prospect that aid will benefit the people asa 
whole.” 

We are pleased to note that the administration has decided to apply 
standards very similar to these, and by applying them has formulated 
the decision to give special emphasis to India, Pakistan, and Taiwan. 

This shows that we Americans are learning by experience. The 
idea of aid to the developing countries was first launc hed by President 
Truman only 11 yearsago. It is natural that, like any new invention, 
it should have its flaws. After all, the first automobiles ever made 
were far from perfect. 

[ sometimes wonder whether, if these first models of the automobile 
had been brought before C oneress for approval, they might have been 
rejected because of their real or apparent defects. 
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I do not know. What I do know is that the automobile industry 
has learned something from experience each year, and is still learning. 
I hope that, increasingly, that will be the ‘attitude Americans take 
toward the oversea aid program—another great and original idea 
which must be molded and shaped out of the lessons of experience. 

Mr. Chairman, we urge that your subcommittee approve the full 
amount authorized for oversea aid. If this were not an executive ses- 
sion, we might see one of those rather rare headlines, “ADA Backs 
Eisenhower.” That does not disturb us—in fact, it rather gratifies 
us—because we are glad to show our genuine nonpartisanship by 
public approval of the things which the administration proposes which 
are sound. 

Mr. Passman. Thank you very much. We want you, too, to receive 
the printed hearings after they have been completed... After you have 
had an opportunity to study the hearings we should like to have an 
expression from you. I believe there is sufficient information in the 
hearings to justify reducing the technical aid program substantially. 
We want to see whether or not we shall have your concurrence after 
you have read the facts as they are printed in the record. 


STATEMENT OF THE LEAGUE OF WOMEN VOTERS 


Mr. PassMAn. The League of Women Voters requested a time to 
testify, but changed its plan, and has substituted, instead, a statement 
tobe inserted in the record. Without objection, the le: iwue's statement 
will be inserted in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES IN SUPPORT 
oF MUTUAL SECURITY PROGRAMS FOR ECONOMIC DEVELOPMENT AND TECHNICAL 
ASSISTANCE 


The League of Women Voters of the United States, convinced that foreign 
economic aid programs are of vital importance to the future of this country’s 
well-being, as well as to that of the rest of the world, urges this committee to 
grant the full amount of the funds authorized for carrying out these programs 
during the next fiscal year. 

Just 2 weeks ago at our national convention in St. Louis, Mo., 1,004 delegates 
from 653 local leagues and 48 State leagues reaffirmed our support of economic 
aid. The convention also adopted a program for the next 2 years which includes 
continuing study and support of aid programs, as well as support of other 
economic policies which promote world development and maintain a sound 
U.S. economy. The league’s new program will be a continuation and expansion 
of the work done by league members during the past 2 years in reviewing U.S 
foreign policy in general and economic aid in particular. 

An assessment of the findings of our 2-year study indicates that leagues all 
over the country have come to the conclusion that economic aid programs should 
be long range, adequately financed, and effectively administered. ‘Their reports 
show that there is overwhelming sentiment among our members for continuing 
and strengthening the economic aspects of the mutual security program. The 
two sections of this program having greatest support of league members are 
the Development Loan Fund and the bilateral and multilateral technical co- 
operation programs. 

_ We believe that the request of $700 million for the Development Loan Fund for 
Its 1961 operation is the minimum needed to carry forward the authorized pro- 
eram. The fact that the Development Loan Fund now has on hand some un 
committed resources should not influence the decision of this committee to grant 
the full request. The psychological effect of reducing the appropriation would 
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be hard to overcome, for it would cast doubt upon the intention of the United 
States to fully support the projects in developing countries which can best be 
financed through this lending agency. 

The league enthusiastically supports the bilateral and multilateral programs 


for technical assistance. The U.N. special fund, in connection with the U.N,’s 
expanded technical assistance program, seems particularly important now be- 
cause it permits better planning, based upon a realistic appraisal of resources 
in the «de VEeIOplhe lntries This is especially needed so that the 1OSt eEro- 
non tl use of development money can be made 

We believe that e Connecticut State league, in summing up reports fron 
le ( Ine ut leagnes, gives an illustrative nccount of league conclusions 
Connecticut writes that, unless sufficient money is made available for economi 
aid wh proegran Li of their essential purpose “Too little and too short’ 
Chie s the ‘ is in these leagues about what the United States is con- 
5 pros S Although these leagues believe that there is 
re fol both bilateral and ultilateral programs, ther indie + that multi 
lateral programs are far preferable because they include contributions from the 
recipiel ountrv to sj ifi programs, They prefer lending aid to grant aid 


Above all. they hoe eve that the « heeprt of “aid” should be abandoned in favor 


of a concept of “cooperation” for world development, since id plies philan- 
thr py and whatever we do is done mut of enlightened self-interes They s Wi 
“World development and our part in it is just as important to us as is to the 
emerging countries.” 

{nother relevant example is a report from the Lawrence, Kans., league whicl 
States: * the United States can afford to continue and even to expand 
its foreign economic aid % . Many of us feel we must increase our aid to 


the developing countries even if it means some material sacrifices by us and 
our fellow Americans, for if the economic gap is allowed to grow it could en- 
gulf us all in the end. Vhat seems expensive now may prove to be the most 
economical way to achieve world economic prosperity in the future.” 

I ‘ elgl 


economic aid entails the spending of tax money, they regard the cutting bae 





In short, although league members are well aware that support of fore 

x of 
appropriations for foreign economic aid as “false economy.” Nibbling at the 
fringes of the problems of the developing countries may well lead to frustration 
and the wasteful use of the inadequate funds available. We therefore urge 
this committee to grant the full amount requested for the Development Loan 
Fund, the bilateral technical cooperation program, and the U.S. contribution te 
the United Nations technical assistance program and the special fund. 


STATEMENT OF STANLEY ANDREWS, Com™Mirrer To STRENGTHEN THE 
FRONTIERS OF FREEDOM 


Mr. Passman. We shall be pleased now to hear from Mr. Stanley 
Andrews, a representative of the Committee To Strengthen the 
Frontiers of Freedom. 

Mr. Anprews. My name is Stanley Andrews and TI live in Fast 
Lansing. Mich. Tam consultant to international programs, Michi ran 
State University. 

I shall direct my remarks to the economic and technical assistance 
sections of this bill today. 

Before doing so I ask permission to file a statement by Mr. Tracy S. 
Voorhees, vice chairman of the committee to strenothen the frontiers 
of freedom. on the military sideof this legislation. 

As Mr. Voorhees points out in this statement, he is unable to be 
present because of illness in his family and Dr. Vannevar Bush, 
chairman of the committee, is in Kurope. 

Mr. Voorhees is well known to this committee due to his lone ASSO- 
ciation with the military affairs of this country extending back to the 
beginning of World War II. His record and the many responsibilities 
he has carried in this area in years past speak for his competence t 
testify on this matter. 
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My own excuse for asking to appear here today grows from the fact 
iat | was in on the original development of what we then called the 
point 4 of the technical assistance program and I was the last Adminis- 
trator of the Technical Cooperation Administration before it was 
consolidated into the mutual security program and the Foreign ¢ )pera- 
ions Administration, now ICA, 

During the years since, strictly as a private citizen, I have kept 
n touch with developments on these programs over most of the world 
ud have served on several committees concerned with various aspects 
of them. I am presently, as a part of the staff of Michigan State 
University, undertaking a study of some of these programs to try to 
measure in some degree the accomplishments and failures and the 
reasons for them. I shall only talk about two or three parts of this 
egislation today. First, the Development Loan Fund or Development 
Pane: It was recognized ve ry early in the technical assistance pro- 
ram that at some point in the de -velopme nt of any major effort, a al 
resources would have to be brought into program situations if this 
technical assistance work was to be really effective. 

A program, an area, or a country can usually do better than what 

is doing at a give time. One can usually set in motion, at very 
little expense, forces which stimulate and increase development, but 
it some point, outside resources have to come into the picture. These 
resources first should come from whatever Government or individuals 
ha country have, next private or international banking or credit 
wencies should be tapped and then, if resources are still needed, some- 

g like the Development Loan Fund, in gees to grants-in-aid, 
must be used. This as I understand it is, or should be, the function of 

et ‘velopment Loan Bank or Fund. The operations of this agency 
ave really just begun to get underway and I personally feel that it 
heck d have at least 5 years to show the validity and soundness of this 
oicept of operation. So if this fund cannot be increased some at 
his time, it should be at least held at the level it now is and this item 
nthis bill should not be cut. 

The next item is “Defense support.” This, of course, is merely a 
fancy name for direct contribution to the fiscal budget of a given 
ountry. This grows out of the fact that some of the ieee in the 
ain of alliances which we have set up simply cannot support the kind 
fa military establishment which is required under the alliances if 
they are to be e ‘ffective, and at the same time exist as a viable nation. 
\ good case in point is Pakistan. Here is a new country, a country 
physically divided within itself, which under the most favorable con- 
ditions and with no burden of military establishment, has only a 
bare chance to survive as a sound economic unit. If Pakistan plays 
the role _ our defense system which it is called upon to play, it simply 
‘annot carry itself and the defense responsibility on its present re- 
sources, So it is vital that outside fiscal assistance must come from 
somewhere. It would certainly be unwise at this critical time to 
reduce this important item. 

_ Third is the technical cooperation or technical assistance item in the 
udget. This is a low-cost program and probably returns more real 
complishment per dollar spent than any other item in this bill. The 








2628 


Congress has usually supported this item in the budget to the limit 
each year and I am sure you will want to continue to support it. 

My own feeling is that this item could well be raised to at least $250 
million annually and continued over a long period of time and as such 
it would constitute one of the most constructive efforts we have ever 
undertaken in the foreign field. 

There are other items in this bill of equal importance: the special 
fund, the contingency fund, the appropriation for the U.N. agencies, 
and other items, but time does not permit a discussion of them. 

May I devote the remaining minutes to some of the charges fre- 
quently heard against this program, namely, poor ee ation and 
waste of funds? First, I doubt whether anybody has been more 
critical of the overcentralized and procedure-bound administration of 
these programs than I have been. At the same time, as a former 
Administrator of one small part of this program, I can certainly 
sympathize with those who are responsible. When one takes even a 
small amount of money, in one bureau or department of Government 
in this country and tries to see that the taxpayer gets full returns 
for his investment, one faces plenty of problems right here in our 
own well-organized and carefully administered Government. When 
one flings 4,000 individuals out of this country, to 56 different 
countries of the world, into another culture, another way of doing 
business, with systems and peoples whom they have never met or 
heard of before, it becomes terrifying. There are bound to be mis- 
takes, blunders, and inevitably some waste. On the other hand, I 
doubt whether any appropriations or program in our Government is 
more thoroughly serutinized and policed than are these foreign aid 
programs. 

At least four committees of Congress keep these programs under 
annual review. The Committee on Government Operations has people 
out continuously checking on these programs. In addition, the Gen- 
eral Accounting Office, the Comptroller General’s office, the Budget 
Bureau, and special-account personnel from the agency itself keep 
these appropriations and their programs in continuous review. Frank- 
ly, during the 2 years which I was Administrator of just one part of 
this program my office was like Grand Central Station with people 
parading in and out, investigating and making inquiries into the most 
minute parts of these programs. A very high percentage of the total 
staff time devoted to trying to administer these programs were merely 
toexplain what we were try ing to do and answer questions of investiga- 
tors. No such avalanche of inquiries ever came into other major 
Government operations with which I was connected. In addition to 
this, every roving newspaper reporter or magazine writer, every Visit- 
ing fireman or disappointed businessman traveling around any of these 
countries can always find something about parts of these programs 
not to his liking. He will consequently get a good headline when he 
talks about it. 

So I would ask that at least we be as fair in our appraisal of the 
administration of these programs as we are tolerant of some of the 
mistakes in our own backyard—our national highway program, as an 
example. 

The administration is improving. The military part is now under 
competent people in the Pentagon as a part of our defense operations, 
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where it belongs, and I have hopes that sooner or later we'll have a 
clear-cut and rational setup for the Development Loan Fund, the eco- 
nomic aid, and the technical assistance part of this program, where 
the Congress as well as the public may see who is doing what and why 
and with what effect. Thank you. 

Mr. Passman. We want to thank you, Mr. Andrews. I might state, 
so you will not be under an erroneous impression, that the military 
part of this is net under the defense appropriation, and it will not 

likely go under that category. If you will read the hearings you will 

understand why it should not. I want you to get a copy of the hear- 
ings on technical aid, for which you are making a major plea, and 
after reading the evidence I think you will agree that those funds 
should be reduced substantially. 


STATEMENT OF Mrs. Anison Beni, AMERICAN ASSOCIATION OF 
Universiry WoMEN 


Mr. Passman. We are very pleased to have with us Mrs, Alison Bell. 
She will testify for the program in behalf of the American Association 
of University Women. If you have a statement, Mrs. Bell, we invite 
you to present it at this time. 

Mrs. Beiu. Mr. Chairman and members of the committee, Iam Mrs. 
Alison Bell, legislative associate for the American Association of 
University Women. I am here to represent the association in support 
of the mutual security program. 

We appreciate that 1t is no longer necessary to identify the AAUW 
to the majority of this committee who annually have so courteously 
received representatives of the association. But for the purposes of 
the record we provide the following information. The AAUW is an 
organization of over 140,000 college women organized into approxi- 
mately 1,450 branches in the 50 States, Guam, and the District of 
Columbia. For nearly 80 years the AAUW has followed a study- 
action program. In the late 19th century and early 20th century its 
program was devoted primarily to the improvement of education, 
The introduction of study programs in international - ‘lations resulted 
from concern about issues raised during World War 

The purpose of AAUW study programs in edue on n, international 
relations, and social and economic issues has been, principally, to aid 
college trained women to continue to stay abreast of developments in 
these areas after college. In this task sincere effort is made to report 
accurately to our membership on the goals, and the proposals for their 
achievement, of Federal agencies such as the Department of State and 
on programs such as those authorized in the Mutual Security Act of 
1954, 


We alse try to report to your and other congressional committees 
which assume responsib ility for these activities the trend of the think- 
ing and the extent of the understanding and support of them in our 
membership. 

In yeurs past we have spoken to this committee about our member- 
ship’s appreciation of the mutual security program as a constructive 

instrument of U.S. foreign policy which: 
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(1) Acts not merely Lo combat communis, but to create 4 


world situation in which ideals of freedom and democracy 
eXist. 
(2) Serves to promote the economic growth of 


veloping COUNRTYVIeS ot the free world which we 


n part of the free world n condition that nm the lone | 
serve to preserve our own basic economy through stabilization 


of markets for our own production while securing to us needed 


sources of raw materials. 


(3) Serves as an integral part of our present concept of crea- 


tive international relationships, a concept stated forcefully 
vears ago by the President when he said, “We recognize and ae 


cept our own deep involvement in the destiny of men everywhere,” 


We see ho reason to alter these beliefs for support ting the mutual 
security program, but we would like, today, to amplify them as the 
approp! lation for fiscal 1961 is under consideration. 

(1) Tec] mien | cooperation and the Development Loan Fund: As 
President Eisenhower said SO forcefully in his message to Coneress 
on the mutual security program: 

Hundreds of millions of people throughout the world have learned that it is 
not ordained that they must live in perpetual poverty and illness, on the ragged 
edge of starvation . 4s 
For humanitarian reasons, as well as in this country’s own self- 
enlightened interest. there is. in the belief of the association, an evel 
oreater need than ever for those parts of the mutual security program 
which are concerned with economic development. 

In the eyes of the association, a nation whose gross national product 
is achieving the half-trillion mark can afford to expand the technical 
cooperation program of the mutual security program far beyond the 
$206.5 million authorized for fiscal 1961, particularly in the face of 
the work which remains untouched in t he underdeve ‘loped countries 
in the three basic areas of technical assistance—agriculture, educa- 
tion, and health. 

We, in the association, regret that less than two-thirds has beer 
appropriated of the $2 billion originally authorized over a 3-year 
period for the Development Loan Fund. We have believed, and con- 
tinue to believe, that a more substantial capital authorization fol 
longer periods than the current 1-year authorization and_appropria- 
tion would promote the effectiveness of the Development Loan Fund. 
Under the present pattern of annual authorization and mpi: 
uncertainty exists among borrowers over the availability of funds fot 
completion. We have stated the import: ince of enhancing the effec- 
tiveness of economic assistance we: 9 ming in terms of strengthening 
our international relationships, building markets for our productivity, 
and securing for ourselves raw materials which we need. In add 
tion, we also point to the concentration of effort which the Soviet 
Union is making to excel this « ‘ountry in the interlocking fields of aid 
and trade. For these reasons, and in the light of the many merito- 
rious projects now under consideration in the Development Loan 
Fund, we wish to suggest that any cut below the S700 million author: 
ized for fiseal 1961 would seriously damage this increasingly effective 
instrument. 
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(2) New focus on Indian subcontinent: The association welcomes 
the continuing emphasis on economic development programs to assist 
India and Pakistan. We particularly commend the recommendation 
made by the executive branch for U.S. cooper: ition in the Indus Basin 
development project, not only for the economic and human benefits 
it will bring, but also because it will provide a foundation for fur- 
ther easement of tensions and the fostering of peace 1 the Indian 
subcontinent. This cooperation between the South Asian and other 
nations of the free world through the offices of the International 
Bank for Reconstruction and Development establishes a precedent 
which, when followed elsewhere, could ease frightening tensions in 

other parts of the world. 

(3) Africa: The association is ver ¥ interested in the possibilitie s of 
the new speci: al program for tropical Africa. For more than 5 years, 
the association’s membe ‘rship has carried on an ine reasingly active 
study of the problems of this emerging continent. Last year, in testi 
fying on mutual security before the Senate F oreign Re lations Com- 
mittee, AAU W?’s witness, Dr. Gwendolin Carter, of Smith College, 
an outstanding authority on Africa, said in part in commenting on 
her personal experiences in West Africa: 

Everywhere, the leaders of the independent and near-independent countries 
spoke to me of their need and desire for American economic help in carrying 
out these programs and of their readiness to cooperate with the United States 
both by contributing labor and materials for particular projects, and by giving 
opportunities to private American capital to help develop their resources. This 
area feels itself to be within the West. The responsible leaders would vastly 
prefer to get the help they need from the West. * 

At the same time, their need is urgent. The pressures of nationalism which 
have powered the rapid advance to self-government in West Africa are demand 
ing and will demand concrete results in material advance from their present 
leaders. Thus if the latter are to hold their positions, they must demonstrate 
economic achievements. Moreover, they more than anyone else know how deep 
is the need of their people. They must have help and, if necessary, they will 
take it from the Communist bloc if, but only if, they cannot get it from us. 

What these countries need is not only immediate but long-range help. The 
projects that are most urgent are the basic ones: harbors, roads, agricultural 
experimentation, industrial plants. These projects need planning, expert advice, 
materials from outside, long-term commitments. 

We feel, therefore, that the new special program of multicountry 
education and training, for which the administration programed $20 
million as a part of the original request of $268.5 nullion for special 
assistance, would be a valuable addition to the U.S. technical coopera 
tion activities in Africa. With only a limited sum reque ‘sted for the 
special tropical Africa program, the association agrees with Mr. Rid 
dleberger that it is futile to spread these resources too thin. The 
association has for too long worked for quality in education in the 
U nited States not to realize that educational deve ‘lopment, language 
- aining, and teacher training cannot be achieved by minimal or super 

‘ial efforts or methods. Therefore, we urge that this very impor 
“a phase of the mutual security program not be cut below the $256 
million authorized by Congress. 


Mr. Passman. Thank you, Mrs. Bell. We are always glad to have 
you appear before the committee. We would be happy to make avail 
able for you and your organization a copy of the hearings, upon 
request. 
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Mrs. Beit. We appreciate the opportunity to appear before you 
every year. 
Mr. Passman. We are certainly always pleased to have you with us, 


STATEMENT OF DR. KENNETH L. MAXWELL, NATIONAL COUNCIL OF 
CHURCHES OF CHRIST AND THE WOMEN’S DIVISION OF CHRISTIAN SERVICE 
OF THE BOARD OF MISSIONS OF THE METHODIST CHURCH 


Mr. Passman. We are very pleased at this time to hear from Dr, 
Kenneth L. Maxwell, who is present as a representative of the National 
Council of Churches of Christ and the women’s division of Christian 
service of the Board of Missions of the Methodist Church. You will 
kindly proceed with your statement, Dr. Maxwell. 

Dr. Maxweii. My name is Kenneth L. Maxwell. By your courtesy 
I am pleased to testify on behalf of the National Council of the 
Churches of Christ in the U.S.A. as authorized by its appropriate 
officers on the basis of official policies adopted by the general board 
and the general assembly, its policymaking bodies. I am the execu- 
tive director of the Department of international affairs. The national 
council is composed of 33 Protestant and Eastern Orthodox denomi- 
nations with over 39 million members. I do not presume to speak 
for every individual member, but base my statement on the official 
positions of the National Council of Churches on matters related to 
the mutual security program. These positions are arrived at by 
careful study and deliberation by representatives of the constituent 
denominations. 


THE GENERAL POSITION OF THE NATIONAL COUNCIL OF CHURCHES ON 
MUTUAL AID 


Our general position on mutual aid is this: On the basis of Chris- 
tian concern, and in keeping with actions of many of our constituent 
bodies, we hold that the United States should continue to develop, 
improve, and expand such programs of technical assistance, economic 
aid, and international trade as will make for stability, justice, freedom 
and peace for the peoples of the economically underdeveloped areas of 
the world and for all nations, including our own. 


THE CHURCHS’ EXPERIENCE AND COMPETENCE THROUGH MISSIONS AND 
SERVICE 


Our churches have had a deep and increasing interest In oversea 
aid around the world for 150 years. Ministry to the basic needs of 
men has always been an essential feature of missionary effort. — Pro- 
grams have been developed in education, literacy, literature, medicine, 
public health, agriculture, industry, mass communications, and train- 
ing of leadership in many fields. 

Through the national council's central department of church world 
service our churches earry on programs of aid to people in need around 
the world, distribute surplus food, give relief in disasters, and pioneer 
in village and community projects. 
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Other units of the National Council of Churches such as the United 


Church Women, the United Christian Youth Movement, and the 


National Student Christian Federation carry on projects and aid 
around the world. 


CHURCHES SEE URGENT NEED FOR PUBLIC AS WELL AS PRIVATE PROGRAMS 


Out of long, fruitful, widespread experience, the churches have 
come to realize that there is urgent, continuing need for voluntary, 
private, and public programs of mutual aid, expanded to the extent 
of our national capabilities and the absorptive capacities of the under- 
developed areas. 


RELIGIOUS AND MORAL FOUNDATIONS FOR CONSTRUCTIVE FOREIGN AID 


There is, I believe, no question as to the competence of the churches 
to speak on religious and moral questions. It is on these grounds 
that we | prenarity base our support for constructive foreign aid. 
Here we are dealing ultimately with questions of life and death, of 
the nature of man and his destiny. These are moral and religious 
questions which rest on theology and religious faith. 

While the churches have a basie concern for religious and moral 
issues, they recognize as well many of the so-called practical arguments 
for foreign aid; these also have moral values involved in them. Such 
arguments are those of security, of military necessity, and of good 
business. 

More basic however are certain religious and moral considerations 
which we believe compel us as a Nation of greater responsibility in 
constructive foreign aid programs: The interdependence of hum: anity 
under God our creator; our stewardship as a wealthy Nation in a 
world of poverty; what happens to men and nations as they do or do 
not have a real concern for others in need; the importance of these 
programs in sustaining human life which we hold sacred. Foreign aid 
programs go beyond material realities and attain moral and spiritual 
dimensions in human relations. 


MORAL CONCERNS AND NATIONAL SELF-INTEREST COMPLEMENT EACH OTHER 
IN CONSTRUCTIVE AID 


In constructive foreign aid, the practical and the moral are not in 
conflict but in agreement: realism and Christian idealism meet in ac- 
cord: self-interest and altruism are joined. From the perspective of 
religion and morality, we believe that our national self-interest at this 
moment of history is best fulfilled in recognizing that our destiny 1s 
inescapably bound up with the destiny of the world. 


SOME GUIDING PRINCIPLES FOR FOREIGN AID PROGRAMS 


Base don our exper lence in overseas service and our mor: al concerns 
in intern: itional affairs, the churches have evolved through the years 
several principles which we believe essential for making our Govern- 
a s foreign aid programs as effective as possible. These princi- 
ples have e lea ar implications for possible legislation for the Mutual Se- 
curity Program for 1961: 
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(1) As to magnitude, the need is not to eut funds for economic de- 
velopments, but urgently to expand them toward the full extent ot 
our cap: ibilities as a Nation and the absorptive capacities of cooperat- 
ing nations. 

(2) Both public and private programs need to be strenethened ar 
expanded. 

(>) Programs of technical cooperation should be increased. 

(4) Larger sums of capital should be made available for economi 
developme nt. 

(5) A long-term basis is necessary in financing, programing and 
administering aid programs. 

(6) Greater emphasis should be placed on the use of international 
agencies such as regional organizations and the United Nations. 

(7) Although all parts of our foreign policy are or pro- 
grams of technical and economic aid should be planned and admin- 
istered in relation pr imarily not to political and military considera- 
tions but to economic and social needs and op portunities. This me ans 
that we support the principle of separ: iting the milit ary and defense 
support programs from economic development and technical co- 
operation. 


PROGRAMS MUST BE IMPROVED AND PLANNED ON A LONG-TERM BASIS 


We are well aware that some mistakes have heen mace in programs 
But errors in operation do not invalidate the uty to persevere 
seeking to fulfill the purpose and attain the goal for which the opera 
tion is undertaken. They only mean that such errors must be cor- 
rected and improvements and hecessarr reforms must be initiated. 
Trial and error seem to be inescapable accompaniments of huma 
progress: they need not be feared in the realm of mutual security s 
long as the lessons of the past are wisely used as ouides for the future 


CHURCIL PEOPLE ARE INCREASING THEIR SUPPORT OF MUTUAL AID 


The National Council of Churches is eiving special emphasis this 
year in its nationwide program of education and action for peace to 
the urgent necessitv for world economic development. Reports from 
members of our staff and denominational leaders who have shared in 
this program across the 50 States of our Nation indicate clearly that 
there is increasing support among church people for the principle 
of mutual aid. This principle must be translated into effective pro 
grams of economic assistance and technical cooperation. We trust 
that the Congress will maintain and de velop such programs at the 
highest possible level. 


SOME PARTICULAR CONCERNS FOR THIS YEARS PROGRAM 


Of special concern is the Development Loan Fund. This is a sound 
program, according to our principles, and indeed it is one of the most 
significant mutual aid initiatives in recent years. Yet it seems that 
some would cripple this arm of mutual aid by cutting it off—at least 
up to the elbow. In comparison with military aid, this program Is 
already much too small, especially in the face of our abundant U.S. 
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resources and the vast need of the world for economic development. 
It is most urgently hoped that your committee, and therefore, the 
Congress, will be responsive to the total sum previously authorized 
by you in the Congress and that you will vote to appropriate the $700 
million the full amount for 1961. 

Another item of spec ial concern is the provision of more adequate 
funds for refugee relief and rehabilitation. On the basis of its con- 
sistent ig of improved immigration and refugee polici ies and 
programs the N vational Council of Churches welcomes the inclusion in 
the mutual aid program of financial aid for refugees. This is of 
special importance during World Refugee Year for carrying programs 
forward next year. We are quite aware ape the nes ls refugee 
problems coul | not possibly have been solved in 1 year. It did bring 
to world attention the contributions of pe occa and resources from 
the United States. It would be regrettable were organizations and 
efforts now to be penalized by reduction in U.S. support or a lessen- 
ing of U.S. interest in the world’s re fugees. Whereas the totals for 
Palestinian refugees and for the U nited Nations High Commissioner 
for Refugees have already been cut in the congressional authorization 
process, there is all the more concern that in this appropriation 
process, no further cuts will be made, but that your committee and the 
Congress will vote the full amounts of $16, 500,000 for the Palestinian 
refugees and the $1,300,000 for the work of the U.N. High Commis- 
sioner for Refugees. 


QUESTIONS OUR PEOPLE ARE ASKING OF CONGRESS ON MORALITY IN 
LEGISLATING MUTUAL AID 


During the past vear I have traveled over 50,000 miles across the 
ontinental United States in field work in our nationwide program of 
education and action for peace. One of the major subjects in that is 
world economic development including mutual aid. In thousands of 
liscussions my colleagues and I have heard some sharp questions being 
isked about some of the processes in Congress on issues in mutual aid. 

As I pass these questions on to you, I would refer again to what I 
said earlier that the churches are regarded as having special com- 
petence in religion and morality. I hardly need to remind you of this 
since most of you and your colleagues are members of churches or 
synagogs and, indeed, many of you are Sunday school teachers and 
church leaders. On that account, too, you may be more sensitive and 
responsive to these spiritual and moral questions being widely dis- 
ussed across our land: 

(1) You in Congress want the mutual aid program to be more busi 
nesslike. We agree completely. Would it not be wiser, then, to 
change the process from an unbusinesslike one of ® OnYVTeSS doing a 
otal yearly reauthorization and requiring allocation of funds on a 
hasty year-to-year basis? Great business firms, increasingly, are de- 
voting m: jor efforts to long-range planning and operations. We trust 
that you in C ongress will more seriously under rtake long-term author- 
zation for this program with periodic objective reviews by Congress. 

(2) You in Congress want to improve ns program, and therefore 
ertain individuals and groups make inspection trips. Where these 

rips serve to improve the program locally or general administration 
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of mutual aid, we would favor them. Where they result primarily | of Goc 
in the production of adverse publicity toward the total program, | into a 
some do question their usefulness. We agree with the need for im- | freedo 
provement and Congress seeing to that. However, can there be moral] | in mul 
justification for the fact that in recent years near the beginning of | inthe 
consideration of the mutual aid program some Members of Congress 
release a report or statement condemning one of the soft spots in its } TESTI 
administration which may people interpret, then, to be typical of all 
or most of the mutual aid program? It reminds one of the speaker 
who held up a sheet of paper, made a dot on it, and asked, “What do . 2 
you see?” His hearers replied, “A black spot.” He asked, “Doesn’t Missi 
anybody see the white paper?” We hope that in your zeal to improve | 20" T 
program you will objectively and realistically present not only of thi 
he failures but also the outstanding achievements in our mutual aid Mr. 
eioaia this p 
(3) The majority of you in Congress favor the mutual aid pro- (Ti 
gram. Yet some, each year, in the name of improving the program, | ppgry 
threaten it by the drastic cuts you seek in appropriations. In a pro- Met 
gram so vast there cannot be equally high efficiency at all points. Be- sa 
cause there are a few bad apples, one does not dump out a third of the a 
barrel, but picks out the soft ones and thereafter handles the whole The 
barrel with greater carefulness. The question our constituents are akin 
asking is this: Can there be moral justification for people saying that | “¢e 
they favor the mutual aid program, when they seek cuts so large that bang 
these tend to undercut the whole program, both in actual funds and Wye 
in the impact on the public mind ? tch 
(4) One more moral question: The United States is ~ wealthiest chni 
nation on earth. Yet we are surrounded by a world, as in Asia, | f' 3 
Africa, and Latin America, where over a billion iat are in des- ai 
perate need of aid to help them help themselves out of the dept] is of Thi 
poverty, hunger, disease, illiteracy, and early death. This month, our ems 
Nation’s gross national product, continuing to rise, in rate per annum, ce 
has passed the half-trillion-dollar mark. Meanwhile, in many of the ion 
eo. underdeveloped areas, conditions such as grinding pov- Lh 
erty, lack of education, and population explosion means there are ee 


eal ally more hungry and suffering people every year than the year 





















before. As a nation, we can afford financially to do vastly more in Th 
economic development than we have so far done even at our best nical 
in our mutual aid program. Can we afford, morally, with any sense rathe 
of stewardship in God’s creation, to try to cut what we have been coe 
doing? Or are we under moral and spiritual judgment as to whether th 
we help to feed the hungry and thirsty, and to help bring to all men ite 
of all nations a more abundant life such as most of us believe God he | 
wills for his whole hnman family? The nations, too, stand under the aa 
sovereignty of God and can in realistic ways, even in keeping with er, 
their own self-interest, serve the good of all in a world community of ob 
is 

nations. Ww 
heed 

OUR NATION MUST INCREASE ITS ROLE OF RESPONSIBLE LEADERSHIP ft) 

f tl 

Our Nation has done well in such constructive programs, but larger, isto 
more exciting challenges and opportunities lie before us at a nation at aa 


the zenith of wealth and power. We may even be able, by the grace 
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of God, to make a new type of history if we are willing to move ahead 
‘ito a new kind of constructive world leadership for more justice, 
freedom, and peace. But we must take the necessary steps each year 
nmutual aid legislation toward such a more mature, responsible role 
inthe world of nations. 


















TESTIMONY FOR THE RECORD IN BEHALF OF THE WOMAN’S DIVISION OF 
THE BOARD OF MISSIONS OF THE METHODIST CHURCH 








I am also authorized by the Woman’s Division of the Board of 
Missions of the Methodist Church to testify in their behalf. I there- 
fore request that their statement herewith be included in the record 
of this hearing. 

Mr. PassMAn. Without objection, that statement will be inserted at 
this point in the record. 

(The statement referred to follows :) 











TESTIMONY OF WOMAN’S DIVISION OF CHRISTIAN SERVICE, BOARD OF MISSIONS, 
MeTHopIsST CHURCH, IN SUPPORT OF THE MUTUAL SECURITY APPROPRIATIONS 













This testimony is being presented on behalf of the Woman’s Division of Chris- 
tian Service of the Board of Missions of the Methodist Church. 

The woman's division, which is the duly elected administrative and policy- 
making body for nearly 2 million organized Methodist women, has consistently 
since 1945 supported U.S. programs of economic aid and technical assistance. 

Our organization has had experience with various types of technical assist- 

e furnished through the missionary enterprise of our church for more than 
1” years. We have, therefore, great interest in this type of aid. We have 
watched the entry of the United States and the United Nations into the field of 
echnical assistance with great interest. We believe that, because of the con- 
cern of Our organization for the welfare of human beings everywhere, there are 
few issues that are of greater importance to our entire membership across the 
ountry. 

This program can help peoples evreywhere in their struggle to achieve for 
themselves a better standard of living, and access to such blessings as literacy 
nd social institutions appropriate to their needs. We believe that the new 
expanded technical assistance programs have been one of the great achievements 
four times. We share with the historian Toynbee the belief that this century 

| be remembered not for its great crimes, or for its scientific advances, but 
for the fact that it has dared to dream that it may be possible to extend the 
benefits of civilization to all men. Technical assistance is one of the most 
mportant tools available to us as we endeavor to achieve this dream. 

The woman’s division has recognized and consistently recommended that tech 
nical assistance should, to as great an extent as possible, be on a multilateral 
rather than a unilateral basis. 

Because of our interest in this particular aspect of plans for technical assist- 
ance, we were very much interested to note that at the January 1960 meeting 
of the Economie Commission for Africa, held at Tangier, the African countries 
stated that they would prefer to have all technical assistance given to them by 
the United Nations rather than by individual countries. We were heartened 
also by the statement of Hon. Christopher Phillips, the U.S. observer at the 
meeting, that the United States hoped to make assistance available in this man- 
er. We noted that this assurance by Mr. Phillips was warmly received by 
fe members of the Commission. We hope that the 86th Congress will make 
available ample funds for fulfilling the implications of Mr. Phillips’ speech. 

While Africa is only one example of the underdev eloped countries in desperate 
_ of assistance, we have spoken of this because this is such a clear expression 

fthe way that we believe many countries feel. We also feel that the future 
of the African Continent is of special significance to the world at this point in 
history and must be kept constantly before us as we consider such appropria- 
tions as the ones involved in this hearing. For these reasons we feel that it is 
Mportant that as large a proportion as possible of U.S. technical assistance 
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should be given through the United Nations. We believe that ways can be foun 
to increase the U.S. contributions at various points without creating the impres 
sion that the United States is trying to carry too much of the load. 

Another part of the program of economic aid and technical assistance which js 
erucial at this time is that of providing funds for capital expenditures whic 
cannot, because of their particular character, be financed by private Capita 
The experience of the world with expanded technical assistance during the last 
10 vears has made this fact clear. Before one begins to build the types of in 
dustrial enterprises which will attract private capital, many preparatory steps 
must be taken. These include the survey of resources, the training of personn 
and the building up of transportation and communication facilities. None of 
the exciting technical assistance programs have the funds to finance the needed 
work in these fields. For this reason the United Nations Special Fund and the 
International Development Association are important in meeting these needs 
We hope that ample contributions to these and other means of supplying neces 
sary capital for these purposes will be made by the United States. 

We would also like to speak a word in behalf of the contribution to the 
United Nations Children’s Fund (UNICEF) which is included in these appr 
priations. Members of our staff have had opportunity to see this important 
program at work in many parts of Africa and Asia, and we are convinced that 
efforts of this agency not only play a part in ameliorating the tragic plight 
the millions of children who live under the threat of disease, hunger, and deat! 
but that it also is an important factor in producing the sense of hope and fait 
in other people which is essential to the building of a peaceful world. 

We have addressed our brief remarks at this time to three features of th 
program for mutual assistance, but we are concerned with the future of the 
entire economic aid and technical assistance program. We hope that all of 
the administration's requests in this field will be met and, wherever possible or 
useful, increased. Such legislation will be, we believe, an important contributior 
toward building a peaceful world. 
























Mr. Maxweixi. May I point out that it speaks in eloquent terms of 
peace In behalf of continuing support for the United Nations Chil 
dren’s Fund and for much more extensive and effective use of multi- 
lateral channels, such as the United Nations, in mutual aid for world 
economic development. 














\ CALL TO CONGRESS, THE PEOPLE OF OUR CHILURCHES AND OUR NATION 



























We believe that the President of the National Council of Churches. 
Dr. Edwin T. Dahlberg, following a global mission at Christmastime. 
which afforded personal consultations with many national leaders 
around the world, spoke cogently in regard to all the economically 
underdeveloped areas of the world: 

Their problem is how to build up their economy and educational resources 
sufficiently so that they can do away with hunger, poverty, disease, a! 
illiteracy. * * * It is important that the Members of Congress and the America! 
people generally wake up to the urgent need of a far larger program of economit 
aid and technical assistance than anything we have as yet attempted. 

Mr. Chairman and members of the committee. ] appreciate thie 
privilege of presenting this testimony in behalf of the National Coun- 
ell of Churches and of the Women’s Division of Christian Service of 
the Board of Missions of the Methodist Church. 

Mr. Passman. Dr. Maxwell, we are always glad to have your views. 
The process of course calls for consideration by the subcommittee, th 
full committee, and the House. the Senate. the conference. and finally 
the signature of the President. As the usual thing, when the Congres 
has worked its will it presents a bill which ordinarily is reasonably 
sat isfactory to all concerned, 
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We should like for you to have a copy of our pesntan hearings this 
vear. We shall make available a copy to the other organization you 


represent. ‘Time does not permit a question and answer period, but 


| might state that after you have read the hearings, referring to your 
statement here about the black dot, you may think somebody turned a 
bottle of ink over on that paper. We shall be pleased, after you have 
studied the record, to receive your comments. 

Dr. Maxwenn. Thank you, Mr. Passman. 


SATURDAY, May 14, 1960. 


STATEMENT OF Mrs. Apa StouGu, Cirizens COMMITTEE FoR UNICEF 


Mr. Passman. Mrs. Stough, we are always interested in hearing 
vou. All the members wanted to be present for your presentation 
but some could not be here. 

Mrs. Sroucu. My statement is rather short. 

ly statement is signed as being delivered by Mrs. Virginia Gray, 
is the executive secretary of the comittee. Mrs. Gray had to be 
out of the city, and she asked me if I would give the statement in her 


This statement is being given on behalf of the organizations you 
see listed on the page before you. I think I do not need to read them. 
Phey are included in the statement. 

Mr. Passwan. Without objection, we shall insert the list of all 

e organizations into the record. 

Mis. SNroucu. I happen to be a member of the staff of the Ameri- 

Parents Committee. Of course, we work for UNICEF, 

hese orennizations lo endorse wholehearted|y the recommenda 

of the executive branch for a contribution of S12 million from 
nited States to the United Nations Children’s Fund for the 
seal vear ending next June. 

Mr. Passman. IT might say at this point that I believe this com 
mittee will consider favorably this particular item. 

Mis. Sroucu. You always are considerate, Mr. Passman. If you 
rather I didn’t even read the statement I shall not. I think it is in 
ood hands, 

Mr. PassmMAN. We wish to hear your statement. 

Mrs. Srovuegu. Thank you so much. 

\cetually, this whole group of organizations were hoping that 
UNICEF mieht have another million dollars this vear, but the 
wuthorizati ion bill « Lic Int provi cle that. SO obviously since the authori- 
zation bill didn't boner ty , you can't provide it, either, but we just 
Want to re@ister that thought with you. 

The total allocations to UNICEF of $28.2 million in 1959 were 
actu: ally modest in relation to the needs of children. Kven with this 
ei al expenditure, UNICEF was reaching less than one-tenth of the 

‘ildren in the 104 countries and territories which were being assisted. 
The the needs of children are largely unmet. ‘To help more of them, 
and to do it on a wider basis, is the challenge in the year ahead. 
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A thought occurs to me, Mr. Passman, and I wonder if it would 
meet with your approval. I have to give this statement as it is 
because it was approved verbatim with all the “i’s” dotted and the 
“t's” crossed by all these organizations. I wonder if I could insert 
it in the record as if I were giving it and then talk to you off the 
record about some of the things that I have seen ? 

Mr. Passman. You certainly may, Mrs. Stough. Without objec- 
tion, the statement will be inserted in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF MrS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY, CITIZENS COM MIT- 
reEE FoR UNICEF, ON BEHALF OF THE APPROPRIATION FOR THI 


UNITED NATIONS 
(CHILDREN’S FuUNpb 






The Citizens Committee for UNICEF is an informal clearinghouse of legisla- 
tive information serving a number of national organizations which support con- 
tinned participation by the Unted States in the United Nations Children’s Fund 
(UNICEF). This statement has been authorized by the following such organi- 
Zations: 
American Association of University Women. 
American Parents Committee. 
American Veterans Committee. 
Association for Childhood Education Internation. 
(‘ooperative League of U.S.A. 
Friends Committee on National Legislation. 
General Alliance of Unitarian and other Liberal Christian Women. 
Jewish War Veterans of the U.S.A. 
Methodist Church—Women’'s Division of Christian Service, Board of Missions 
National Association of Colored Women’s Clubs. 
National Association of Social Workers, Inc. 
National Congress of Colored Parents and Teachers. 
National Council of Jewish Women. 
United Church Women. 
Women’s International League for Peace and Freedom. 
Young Women’s Christian Association, National Board. 

These organizations endorse wholeheartedly the recommendations of the 
executive branch for a contribution of $12 million from the United States to the 
United Nations Children’s Fund for the fiscal year ending June 30, 1961 Asa 
inatter of fact, our organizations endorse a recommendation for a contribution of 
$13 million from the United States this year. We wish your committee could 
consider such a proposal but in view of the authorizing legislation, this is now 
impossible this year. 

UNICEF's total allocations of $28.2 million in 1959 were modest in relation to 
the needs of children. Even with this total expenditure, UNICEF was reaching 
less than one-tenth of the children in the 104 countries and territories which were 
being assisted. Thus the needs of children are largely unmet. To help more 
of them, and to do it on a wider basis, is the challenge in the year ahead. The 
necessity for larger resources becomes more apparent as governments—many of 
them governments of newly independent states—show their concern for the 
health and welfare of their child populations. Added funds would help more 
governments to expand the present tppes of programs now going forward s0 
successfully. 

A recognition of the desirability for increasing aid and of the high regard in 
which governments hold the work of UNICEF is evident in the fact that 18 
governments increased their contributions to the central fund in 1959 over 1958. 
We hope this trend continues, but, with 87 countries and territories now con- 
tributing, the possibilities for further increase in the number of donors are 
limited. Likewise the available resources of present contributors will not 
permit large increases in their pledges in the immediate future. Yet the needs 
of children cannot wait. Their future is being molded today. We urge, there 
fore, that our Government contribute the $12 million that has been authorized. 

The following table illustrates both the proud accomplishments in 1959 and 
the possible goals for 1960: 
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Be ne. ficiaries of UN re E MF, aided programs 1959 and targets for 1960! 


Estimate ac- | 
omplished | Target 1960 
1959 

ilaria campaigns: Children and mothers protected with UNICEF 

ticide seta eects weed é ‘ 31, 244, 000 33, 018, 000 
ituberculosis vaccination: Children vaccinated “ss : 14, 196, 000 14, 975, 000 
itrol: Children and mothers treated — 1, 539, OOO 2' 099, 000 
f trachoma and related eye diseases: Children treated _ . ie 1, 532, 000 1, 721, 000 
Children and mothers under treatment ‘ 3 406, OOO 497, 000 
entary feeding: Average number of children and mothers receiving 

nilk rations ; a 5, 210, 000 3, 500, 000 


nited Nations Children’s Fund, ‘‘General Progress Report of the Executive Director,’’ pt. I, Feb. 19 


A few comments concerning the perspective of UNICEF’s work would seem to 
be in order at this stage. UNICHI s reason tor existence is to improve the 
health and welfare of children and pregnant and nursing mothers. Immediately 
after World War II, sheer starvation was the most serious threat facing chil- 
jren in war torn lands. After that emergoncy need had been largely met, chil- 
dren's health assumed top priority. Health needs of children in different parts 
f the world have varied greatly and countries eager to improve the lot of their 
children have sought help from UNICEF for their diverse needs. Thus a high 
percentage of UNICEF's resources has been devoted, in cooperation with WHO 
and FAO, to the treatment and curing of diseases and malnutrition among 
nillions of helpless children. Perhaps even more important, the prevention 
f disease through control of endemic diseases and through improvements in 
sanitary conditions under which children live has brought immeasurable gains 
inmany areas of the world. 

Mere survival, the first step in aid to children, is not enough, however. 
Evidence is mounting that malnutrition may ve, after all, the most important 
factor affecting child health. In any case, if there is to be any hope of perma- 
uent improvement and progress toward higher standards of living, children’s 
ieedS must be seen to be complementary in the fields of health, nutrition, and 
social welfare. Many problems remain to be solved as the people in the under 
developed areas of the world move, with jet age speed, from simple rural en- 
vironments into present day urbanization. Further expansion of maternal and 
hild welfare centers, and community development programs offer great promise 
i this connection, if funds become available to train local personnel so urgently 
needed in this work. 

Our organizations are impressed by the accomplishments of UNICEF in the 
—- Its achievements were made possible by a fortunate combination of 
factors. These have included wise and efficient leadership of the UNICEF staff, 
the eager cooperation of the assisted countries, and the sympathetic support 
and understanding of the Congress and executive branch officials concerned 
With U.S. participation in international development. We are confident that we 
can depend on your continued sympathy and support in this great work of 
building a better future for all the world’s children. 

Mr. Pass AN. Without objection, I move that Mrs. Stough be per- 
mitted to proceed for an additional 5 minutes with reference to this 
subject matter. 

Mrs. Srovcu. IT would like to tell you of a most thrilling experience 
T had recently at the little reception and party given April 1 by 
friends of UNICEF. I think all the members here were invited. 

Mr. Passman. I am sorry I could not attend. 

Mrs. Sroven. On that occasion the president of UNICEF spoke 
and the chairman of the U.S. committee for UNICEF spoke. Just 
as a sort of demonstration of the kind of work UNICEF is doing, 
everything that was served in the way of refreshments were foods 
which had been developed by the United Nations Children’s Fund to 
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the un- 


Phese are a few of the foods that were on that table. I thought 
you would like to hear about them just to get a little picture of the 
ind of wot k that UNICEF is doing. 

In other words, UNICEF is not just handing a lot of money out 
Ap. to those countries in a kind of giveaway program. UNIC¢ KE 


are not 
» Of the 


he eo | it When the country asks UNICEF for help. It goes in with a cer 
v muel tun amount of money and the other countries fa to match the 
sporta- Money, they ‘have to put up personnel, they have to ark along with 
ailable, | UNICEF in developing new foods, feeding hungry children, treating 
buttak cape ‘or Vi LWS, spr aying for mosquitoes which carry malaria, 
't from | 2d all of the things I have mentioned in the formal statement. 
. | hope the organizations will forgive me for just filing their state 
ent and then talking on my own but I thought since you wel ‘en’t 
ble to be present the firsthand story of the foods would be interesting. 
r. Passman. I am sure the organizations would be proud of the 
ced far presentation you have made. | 
lild the Mrs. OTOUGH. I th ought it would be more inter ‘esting to you than 
the generalized statements which are made. At the bottom of page 
Y of the statement you can see ac tually what has been accom p lished 
ali oat 1959 in antimalaria campaigns, and ‘antituberculosis. yaws control, 
See rachoma, leprosy, and supplementary feeding. These are actual 
ed and igures of what they have done. . | | 
aramel The stories I have told vou about these foods were interesting to 
‘ aie e bee aut e L thought they were so full of hope. | ne 
Lah: ak Mr. Passwan. [T wonder if vou would have your organizations give 
* oneal bit more information about where these wholesome foods were 
reated, in What nations. It might be we could get up a list and 
uavbe we could impart that knowledge to some of our own. tech- 
ans, for teaching in countries to which we send them. 
Mrs. Srovuen. [have it right in my office, Mr. Passman. 
1O need Mr. Passaan. I think it would be well for the mutual aid people 
le fro toknow about that. 
Mrs. Sroucu. We have the deseription of the food, the number of 
This tons being made, the stage of its development, and w h it countries. 
wanctak Mr. Passman. T wish you would give us that information 
Mrs. Sroucu. T will. 
' ei Passman. We are happy you appeared before the committee, 
lwe look forward to seeing you again next year. 
The following statement wi is subse “quently submitted : 
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Comos Club, Washington, D.C. 
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LOGO, 


ENTIAL USEFULNESS OF FOODS IN ORDER OF WIDESPREAD FUTURE AVAILABILITY, 
TRANSPORTABILITY. LOW COST, LONG STORAGE LIFE, ACCEPTABILITY, NUTRITIONAL 
VALU] 


Fish four crackers and fish flour hread 


Chile Fish flour can be produced for as little as 12 to 13 cents a pound 
A supplement of 10 grams per day would cost only about one-fourth of 1 cent 
per day per child. Similar operation in Morocco, South Africa. Sweden and 


t 


the United States 
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UNICEF aid to plant at Quintary, 40 kilometers from seaport of Val. 
paraiso and to set up small pilot plant at Woburn, Mass. Total allocated $150. 
(WM) Some 300,000 Chilean schoolchildren will gain from enriched bread and 
other lunch dishes with fish flour (stews, ete.). 


Soya milk 


Indonesia (iarhere milk is searce and soybeans plentiful) —Soyamilk: Plant 
began operation in 1958. Original allocation $450,000 to produce vegetable milk 
powder of soya protein called saridele—similar to cows’ milk pound of saridele 
from which 24 cups made costs 22 rapiahs or about 50 cents (10-15 on free 
market) equal to 2 days labor. Imported whole milk would cost from 3 to 4 
times as much. As Government matching 150 tons is being distributed to needy 
children and mothers through health centers and hospitals. In 1960 300 tons 
will be distributed through health clinics to some 12,000 babies by the Ministry 
of Health, aided by UNICEF. Basic composition of saridele is mixture of soya- 
bean and sesame seed in ratio of 4 to 1. 


Peanut flour coolcies, chikki, and buffalo milk 


India.—VPeanut flour: Also in production in Dakar, French West Africa, and 
at Vom, Nigeria. These biscuits from Calcutta and used in school lunch program 
along with chikki. Bar of chikki given with glass of UNICEF milk and banana 
to Bombay children 100 days a year. A bar of chikki costs fourth-fifths of a 
cent, and has 3.8 grams of protein and 150 calories. Jaffery is a crude brown 
sugar and bar, contains 50 percent sesame seed or roast grain which is approxi- 
mately 25 percent protein. 

Buffalo milk.—Over years UNICEF allocated almost $3 million to help India 
with milk Had large internal production but no facilities for collection, 
storage, distribution Drving buffalo milk never tried before—UNICEF al 
located $200,000 to village cooperative at Anand in Bombay State for drying 
plant—16,000 children today receive daily cup of milk in 162 villages. Milk 
costs one-fifth of a cent, there are 506 cups in 1 pound of dry milk. Plant is 
now producing 4,000 pounds powder daily; also ghee, butter, ete. Buffalo milk 
is characterized by high fat content 744 percent and includes more protein than 
cow's: milk. 

Cottonseed cup cakes and cottonseed bread 

Guatemala-Mexico-Central America.—Cottonseed flour—used to be considered 
unsuitable for human use—now found capable of curing kwashiorkor (hunger 
sickness) in young and even very young (4-12 months) children without ill 
effects of any sort. Studies done at Driscoll Foundation Children’s Hospital 
in Corpus Christi. Product in demonstration cakes, breads used like regular 
Wheat flour. 

Nterilized milk 

[taly.—Sterilized milk: UNICEF contributed $1,150,000. Aid completed, but 
Italian Government continues to provide 480,000 Italian children between ages 
4-12 with free milk. This milk from Ragusi and Bari. Sterilized milk same as 
U.S. pasteurized milk in protein, slight difference in taste, great virtue in keep- 
ing power without refrigeration. UNICEF total aid to Italy for 2 sterilizing 


plants, 10 pasteurizing and 13 fluid milk plants, 1 milk drying plant at Froainene. 


SATURDAY, May 14, 1960. 


STATEMENT OF Mrs. Evizaseru T. Farweitr, Memper or roe Wasti- 
INGTON COMMITTEE ON LEGISLATION OF TITE NATIONAL CONGRESS OF 
PARENTS AND TEACHERS 


Mr. PAssman. We are pleased to have with us Mrs. Elizabeth z. 
Farwell. representing the National ( ‘ong@ress of Parents snd Teachers, 
. ® . . : 1 . ’ . ° 7 
the foreien affairs member of the Washington Committee on Legisia- 
tion. 
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Mrs. F: we shall be pleased to hear from you at this time. 

fvs. Farnwevn. Thank you, Mr. Passman. 

Mr. Chairman and members of the committee, [ am Elizabeth T. 
Farwell, a member of the Washington Committee on Legislation for 
the National Congress of Parents and Teachers. I am submitting 
this statement for Mrs. Fred L. Bull, national chairman of legislation, 
in support of the appropriation of $12 million for the United Nations 
Children’s Fund for fiscal 1961. Tam very grateful, each year, for 
the op ee eeeani of appearing before ps committee to speak for 


UNICEF as a representative of the National Congress of Parents 
ani Teaches, a volunteer group with nearly 12 million memberships. 

It is very heartening to us, most of us parents and, therefore, par 
ticularly and understandably interested in the welfare of children, 


to review the history of steady progress and development of the 
UNICEF self-help program. We do, however, have to avoid the pit- 
fall of complacency by reminding ourselves that, amazing as this 
growth has been, we are still reaching less than one-tenth of the 
children in the 104 countries and territories receiving UNICEF 
assistance. 

One child out of five in Asia still dies in its first year; in the 
United States, 1 in 40. More and better food is still desperately 
needed; many countries are not yet making the best use of even the 
food they have. The rav ages of disease in Many areas have not vel 
abated; until they have, mere survival for the children has to be 
UNICEF's first concern. 

But if admittedly we need to guard against complacency, we need 
also, in ‘al fairness. to reassure ourselves, our government and the 
people of the U nited States of our satisfaction in the accomplishments 
of the United Nations Children’s Fund in its relatively short span of 
existence. The record, of which this committee Is certainly minutely 
aware, is truly impressive and one in which we all can take pride. 
Both rovernments and people throughout the world are becomi ne 

re asingly aware of the value of the health and welfare of thei: 
ildren. 

The National Congress of Parents and Teachers urges the appro- 
priation of the full $12 million authorized for fiscal 1961, believing 
that UNICEF is well worthy ot congri itulations for its past accom 
plishments and of continued U.S. support for its enviable self-help 
Reser am which encourages cooperative efforts to further the welfare 
of the oe se hildren. 

Mr. Chairman, since this is a very brief statement, I should like 
add the word that I do keep this brief because we come in at the end 
of what is a very arduous period for you. I know you are aware of 
what I think are terrific programs that UNICEF carries ap nee 
I would at any time be happy to talk about the programs for disea 
control and for maternal and child welfare. 

aid _P \ssMAN. Mrs. Farwell, we hope at a later date we may get 
the ire committee tovether, so you May come in and speak to the mM, 
if that can be arranged. We would like to hear more. You refer to 
the committee’s being minutely aware, but the knowledge we nave 
of this program is such that in recent years we have recommended the 
full amount for this particular phase of it. We hope that at some 
future date the committee may hear more from you about this 
program. 
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Mrs. Farwenni. Yes, indeed. 
I would in deed be glad to, especl: ally when you were not under the 
onus of quite so many witnesses. 
Mr. Passman. If it can be worked out at some subsequent date we 
hall be pleased to have you return and talk to the full committee, 
Mrs. F vrwecL. Thank vou very much. 


Satrurpay, May 14, 1960. 


STATEMENT OF Mr. E. RaymMonp WILson, EXECUTIVE SECRETARY OF THE 
hrieNpDs COMMITTEE ON NATIONAL LEGISLATION 

Mr. Passman. We are pleased to have with us again Mr. Raymond 
Wilson, executive secretary, Friends Committee on National Legis 
lation. 

Have voua pre pared st: itement / 

Mr. Winsox. Yes, sit 

Mr. PassmMan. We shall he hap pr to hear from vou at this time. 

Mr. Winsox. Mr. Chairman and members of the subcommittee. my 
name is KE, Raymond Wilson. I am executive secretary of the Friends 
Committee on National Leeislation, for whom Tam appearing today. 
The polici s advocated by the Friends Committee on National Legis 
lation are sup yported by Many members of the Religio ls Society of 
een Our committe e does not cl: vim to speak for all Friends, who 
have a very democratic organization, who cheris a ae of thei 
indiy GA iene. 408 who have no official spokesman for all Friends 
on any doctrine or belief or practice. 

[ appear here today to urge the subcommittee t to. appropri » full 
amount for the Development Loan go the technic: a ssistance 
programs of the United States, of t | nited Nat! ae a ot the 
Oreanization of American States, the | raitan Nations Children’s Fund, 
and United States and multilateral refugee saan. | ali Ccon- 
centrating primarily on the humanitarian aspects of these programs 


NEED FOR HUMANITARIAN PROGRAMS 


Continuation of the humanitarian programs in the Mutual Security 
Act gives us an opportunity to fulfill our responsinilzties as the 
wealthiest nation in the world. We have alli ead the almost unbeliey- 
able statistics showing the great caste teak was our lives and those 
of millions of people in the unde rdeveloped areas. To repeat, our 
per c: ipita share of the gross national product is “ig S2..700. It is 
less than S100 per year in many underdeveloped a eas. About 98 
percent of the adult popul: ition of the United Staten ean read and 
write: In most underde ‘veloped nations, less than 25 percent. Life 
expectancy at birth in the United States has climbed to about 70 years. 
For the majority of the people of Asia and Africa, life expectancy Is 
about: ) VeRrs. 

Scene tics of these statistics, we often hear expressions of fear that 
foreign aid programs are undermining our national economy. Such 
fears can he easily offset by a few facts. Less than half of 1 percent 
of our gross national product goes into humanitarian aid programs. 
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Furthermore, part of this is made in the form of loans, which are tied 
tothe purchase of U.S, goods and services. 


FOREIGN AID EXPENDITURES LESS THAN 5 PERCENT OF MILITARY 
EXPENDITURES 


The total appropriations of the last session of Congress for the 
current fiseal year for all nonmilitar \ fore ign aid and technical assist- 
ance—including loans and grants, U.S. and UN programs, and adding 
Hh What hes been done for refuges 5, Ox ‘hange ot persons, distribution 
of agricultural commodities to needy people abroad amounted to 
} percent of last year’s appropriations, or less than 5 percent of the 
umount spent for national defense, military security, military aid and 
defense Support. 

SPECIFIC PROGRAMS SUPPORTED 


DEVELOPMENT LOAN FUND 


We should lke to stress the need for the full S700 million for the 
Development Loan Fund. It is our jadkanaing that the State 
Department originally requested a larger allocation, and we per- 
sonally consider the S700 million fis ewure a minimal one. One of the 
very miportant programs which will be partially financed by the Fund 
sthe new Indus Basin development program. As the House Forelen 
Ailairs Committee has pointed out, this program “will contribute 
ereately to political stability and economic development im south 
Asia.” 


U.S. AND U.N. TECHNICAL ASSISTANCE PROGRAMS 


We urge your special consideration of the U.S. bilateral and multi 
lateral technical assistance programs. These are invaluable in helping 


other people help themselves become literate, increase food product ion, 
lay the groundwork for economic development, train leadership, and 
build the « ‘conditions nee essary for treedom and growth. 


While there have been justified criticisms of the aid and assistance 
programs, their overall benefits have been very significant and helpful. 
As the Hlouse Committee on Forel on Affairs has pol inted out in its 
report this year reg irding the U.S. technical cooperation programs ; 


Bilateral technical cooperation programs are planned for approximately 60 
countries and territories. These programs are not commodity or capital invest- 
ment programs. Their primary objective is to aid the peoples of the under- 
developed countries to establish the institutions, to increase their skills, and 
to stimulate the more efficient use of their resources as a means of advancing 
their economic and social development. The major fields of activity are agr 
culture, education, public administration, and health 

The emphasis is on people—U.S. technicians working in the underdeveloped 
countries, the training of local participants in the United States and other 
free world countries, and contract services with American universities, firms, and 
Individuals providing special services, 


According to the Senate Foreign Relations Committee report on this 


bill: 


technical cooperation is one of the most effective foreign programs the 
United States has undertaken. Since it was put on a worldwide basis in the Act 
for International Development in 1950, the program has shown a steady, and on 
the whole sound, growth 
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POINT 4 YOUTH CORPS 


lie 
proposed study of the practicability of establishing a US. Point { 
Youth ¢ Corps. Such a corp would provide a constructive outlet for 
young people's energy, enthusiasm, and idealism. It would also pro- 
vide an additional reservoir of badly needed technicians. 


As part of the bilateral program, we enthusiastically support tl 


U.N. TECHNICAL ASSISTANCI 


The small but significant U.N. technical assistance program deserv 
all the support the United States can five it and should really be eX- 
panded. The United States plaved a large role in supporting this 
program during its formative vears, and still contributes 40 percent of 
the total, as authorized in the Mutual Se urity Act for 1958. But in 
relation to national income, the United States stood only ith among 
contributing nations in 1959. The five leading countries in proportion 
to income were Denmark, Netherlands, Norway, Sweden, and Canada. 
Among nations which were als y ahead of the United States in coleee 
to national income were Venezuela, United Kingdom, Argenti 
France, Pakistan, and the United Arab Republic 


REFUGEE PROGRAMS 


We urge full appropriations for refugee and escapee programs. 
We deeply deplore the fact that Congress has cut. the authorization 
for the U.N. High Commissioner for Refugees and the e alestine 
refugees by S200,000 and SZ million, respectively. The sums author- 
ized are still] Inadequate and much below the humanitarian traditions 
of the United States. You cannot, of Se, recommend larger sums 
than those authorized. We shoul | like, howe ‘ver, to make the follow- 
lng points: 

There are some 15 million unsettled people in the world. Their 
condition makes for increased tensions and political inst: Ey. 

U.N. High Commissioner for Refugees: Over a million of these 
refugees fall within the mandate of the U.N. High Commissioner for 
Refugees. Of this number, 22,000 are still living in official camps in 
Austria, West Germany, Italy, and Greece, for whom efforts are being 
made to pro ide resettlement, if possible, by the end of 1960.  An- 
other 90,000 live outside camps under conditions which are frequently 
worse than those suffered by iIncamp refugees. Another 250.000 ref- 
ugees from the Algerian war are barely existing in Tunisia and Mo- 
rocco. Our contribution to the U.N. High Commissioner will go to 
aid these people. 

The American Friends service committee, the humanitarian agency 
of the Soc lety of F riends, has been worki Ing c ‘lose ly with the Alg rerian 
refugees to aid in their misery there. 

Middle. East refugees: The appropriations for the Palestine ref- 
ugees will go to provide food, shelter, medical and basic education 
services to some 1 million people. This program is considered a thorn 
in the flesh by many who keep wondering why the Israelis and Arabs 
don’t hurry up and resolve their differences. May T point out. that 
additional contributions by the United States could hasten the re- 


habilitation of the Arab refugees. The U.N. Relief and Works Agen- 
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ey, which cares for these refugees, has never had enough money to 
provide adequate vocational tr: Lining programs, university scholar- 
ships or aid to refugees with special skills. This is partic ularly un- 
fortunate since more than 40 percent of the refugees are under 15 years 
of age; 30,000 reach maturity each year with little chance of finding 
a job. 

This cut really comes out of trying to train the top leadership of 
the refugees to go into these Arab countries and try to be leaders in 
getting them resettled. We think this cut is serious because it is 
at the point of the most promising leadership of the refugees who 
are sort of settling down in this morass situation they have been in. 

Hong Kong refugees: I should also like to call attention to the 

ligt of the 1 million Chinese refugees in Hong Kong; I visited there 

11957. I suspect most of this committee visited there also. There 
are thousands of them on the rocky hillsides living under burlap or 
tin shelters or cardboard, barely existing. Yet they are the kind of 
peop le who had enough apeees and e1 nough vigor to leave Communist 
China and start all over again with nothing but what they could 
earry out with them. W hile we do help them through the escapee 
program, I think we have done much less than we might have with 
these people who do show the kind of independence of thought and 
spirit which will be necessary to bring the Far Kast back together 
aval. 

According to U.N. reports, 300,000 of these people are still living 
in “ramshackle and insanitary squatter shacks” and scores of thou- 
sands more live in “intoler: ib ly overe rowded conditions in the tene- 
ments of city slums. * Even among those who have been rehoused the 
average population per room, 9 by 12, is four or five adults. A child 
under 14 counts as half an adult. Even those who have had some 
chance to get some shelter live under conditions we would not put 
our dog | Th. 

Mr. Passman. I have been to Hong Kong twice in the last vear. It 
is one of the most modern cities I have visited, other than it is some 
what. crowded, as vou say. 

Mr. Winson. If you went back of the nice part of Hong Kong you 
would see the refugees living in stairw: vs, or 75,000 of them up o 
rooftops along canals. You saw the other side. 

Mir. Passman. We visited all of it. 

Mr. Witson. I am sure you did. Others live on rooftops and 
stairways. There are between 50,000 and 60,000 ¢ hildren whose par- 
ents cannot afford to send them to school and who roam the streets, 
an easy prey to mischief. Life has become a case of survival of the 
strongest. Children are abandoned daily: adults search constantly 
for food and work. The TB rate 1s one of the highest in the world. 
The U.S. contribution toward alleviating the plight of these refugees 
from communism is pitifully small. It comes from the U.S. escapee 
program which merits your full support. 

America’s responsibility to these peop le is particularly great during 
the World Refugee Year. which ends June 30. According to recent 
reports, our extra contributions during this year are falling below 
those of many smaller nations. If the U.S. voluntary agencies reach 
their special World Refugee Year goals, the U.S. per capita contribu- 
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tion to the year will average only 14 cents, compared to 54 cents 1] 
Norway, and 16 cents In Sweden. 


UNICEI 


‘Testimony in behalf of the United Nations Children’s Fund hi; 
already been ovivelh, in which thy Friends (‘ommiittee o N tional 
Legislation has joined. 


MILITARY AID AND DEFENSE SUPPORT OPPOSED 
Three years AZO special studies prepared for the Senate Forelg 


‘ | 
Relations C omimittee criticized | S. iniliturv oa 


bik ‘ 


ine total 
}~ la TeHnSIONS 


turinnism. slowing down eCCOMOLLL deve lope nt. wwecre 
among neighboring nations, and encouraging military s 


| g Phe prehnwaey OVvel 
civilian in newly i re 1 ae countries. "These comments seem pal 
ticularly relevant 1 lielit of the recent Happenmes 1 South Korea 
and Turkey. Before ea down, President Syneman Rhee used 


troops to put down student riots in Korea. Premier Adnan Menderes 


has used troops for similar purposes. The State Department has 
shown concern over these hye Ippenings, al qi it should. For nee 1949 
Wwe hy ave provi ided Turkey with S17 bi llion of military Lidl, ind Korea 
with oS billion. Both countries have received add tion: millions, 


if not billions. of defense support. 

It is past time to cut these programs, instead of increasing military 
appropriations 1 requested by the President. 

Our real concern in the Friends Committee is to push as hard as we 
ean for universal disarmament rather than the matter of shoring up 
dictatorships In South America and largely matlitery nid around the 
world, 


mutt horized umounts for (nited States and 1 ited Nations economic 


avid and technical cooperation prograhnis, the Children’s Fund, and the 


In conclusion. we appeal to vou forthe full uwppropria tions for the 


various refugee vid escapee programs asa | Ubbabital in and spi itua aul 
opportunity to share our God-given bounty with our disadvant: ced 
fellow mien. 

Mr. Passman. Thank you very much for your statement, Mr. Wil 
Son. We look forward to seelIng vou again, We hope you ill study 
the record of our hearings for this vear, 

Mr. Winson. Thank you. sir. We want to lift our voice with those 
who have no vote 

Mr. PASSMAN. We are always pleased to hear vou 

Mr. Witson. Thank you, sir. 


STATEMENT OF REUBEN JOUNSON, Natrionan FaAarwers UN10N 


Mr. Passman. Our next witness is Mr. Reuben Johnsoi 
on behalf of the National Farmers Union. 

Mr. JOUNSON, Mr. Passman,. | a ilv LVS Té ak e the opportunity here to 
compliment this subeommittee. I ce it is one of the hardest 
working appropriation subcommittees we have in the entire Congress. 
I know it seems that about the only time you get meeting space here 


to take care of legisl: ation like this is on off hours. I have been com- 
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‘ ; = "ae Se al a 
r up here now and seeing you at work here when the rest of the 


i] 
Congress was more or less at rest. 

Mer. Passman. Thank vou very much. a4 | 

Mr. JOLLNSON, The National Farmers Union, since the beginning 
of the mutual security. program in 14), lies eae been in 
wavor of progr an is of ¢ CONOMLC and tec hnteal ana mailit I\ ae ee 
We recognize their importance to the inc ‘reased security of the United 
States and the free world. 

Such programs constitute as well a U.S. response to satisfying the 
needs of less de ve ‘loped areas of the free worl l. in keeping with our 
orld interest and leade ‘rship ‘esponse in world atfatrs. 

We espec iF ally favor the increasing attention to provi ion for tech 


mT cooper ition zssistance to less deve ‘loped countries We reoret 
ese funds were cut somewhat as the bill finally came through, The 


story of our country shows the advantages that can be derived in a 
very short time by the aa ap plic ation of tec a and know] 


ec 


re previously acquired | »\ ol ler, well esti ab lished, more experienced 


countries through vears of research and e Xperience, 
Members of the National Farmers Union know at. first hand the 
‘to be derived in the field of agriculture through our own voen 
I al aericuliure and extension services, W hich may he called domestic 
technical assistance 
We believe that the transfer of the fruits of research and teeln iques 
developed through experience by Wall of U.S. technicians 1s 2 most 
portant contribution to the more rapid development of laree reds 
of the world. Technical assistance in such vital areas as agriculture, 
ealt l, and education can only be received effectively by 


woples ac 
] 
I 


l 
ie Tech 


cepting the principle of self help, for it is upto them foapply t 


ques It thus stimulates local endeavor and acceptance of domestic 
respo sibility for Improvement of economic conditions. 

\t the same time, we recognize much more than education is needed 
oa satisfactory rate of economic erowth is to be ach ae This is 
partic larly so for large territories and populations now achieving 
polit eal in ‘depe mndence, in an unbelievably short period oft Gr 

To this end. we support activities of the Deve lopme nt ‘bee . Waal 


In forma ition and Ip ylement: ation ot technie; a] assist mice aetivi ities. 
we Wish to emphasize our interest in agricultural land reform, in all 
of its manifold facets, partic ularly those of land tenure, credit facili 
tles, and marketing cooperatives. 
\V | :s . . . °,°s ° 
We belleve development ot prosperous farmn Y COMMuUnNIIeS IS a 


major factor in the establishment ot politically stable and de moeratic 


| ( National Farmers lnion reonrds continued military assistanee 


as ‘ential to the support of our allies, to increase their ability to de 
fend 4 emselves and thus materially improve the security of the free 
world. LT think probably these provisions are mort important at this 
particular moment than thev were 3> weeks avo. 

My. Passman. Could you elaborat: on that briefly / 

Mr. Jounson, Mr. Chairman. IT think we are at ery eruecio] 
point, j than! the ylane ine] lent comine on On of 
Nie akes it imperative that the Unit d States continue to bel 
! no adequate defense posture In concert with ot r freedom seek 
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do not think, however, that defense posture by itself is a com- 
plete answer to the leadership responsibilities that we have toward 
the underdeveloped and the less industrialized areas of the world, 
as the previous statements regarding’ technical 
nomic development indicate. 

We accept the necessity for provision of defense support assistance 
to support and hi ake possible larger de fense forces thi un coul | other- 
wise be maintained and make more effective the direct assistance 
program. We look forward to the time when more emphasis can 
he placed on economic development and technical assistance. Farm 
lia support fully efforts of the Congress to work out an enforce- 
ible means to world discernment. 

We urge upon the administration intensified attention to further 
use of our supphes of agricultural « 


assistance and eco- 


mmodities to meet the require- 
ments of needy people and, at the same time, to promote tl hrough use 
of our sales proceeds of these commodities an improvement. in the 
fundamental sectors of their economic life, health, education. and 
as griculture, 

The National Farmers Union sees in the mutual security program 
the means to assist those areas of the free world emerging into a 
period of increased economile acti itv. We believe it is in our mutual 
interest to see that this development takes place by democratic means 
and the early attainment of economic position where an increased 
level ot t rade can take place between us. 

Certainly, a source of — asing streneth for the free world lies 


in the crowth of the higher level of mutually beneficial trade. This 
ean only be possible « moa continuing basis bet ween prosperous 
countries, 

In closing, we regard it as important to the United States that we 
take a long view in devising measures to deal with the very re: al 
problems faced by these friendly countries and that our response 
as expressed in the mutual security program befits our role as leader 
of the free world. We should be prepared to provide to the growing 
free world community such assistance as is within our means which 
is needed to promote economic improvement and enhance our mutual 
security. 

Accordingly, we supported the administration’s request for $4.1 
billion and we, therefore, urge the Subcommittee on Foreign Opera- 
tions of the House Appropriations Committee to approve in full the 
funds authorized in H.R. 11510. 

Mr. Passman. Thank you very much, Mr. Johnson. We shall be 
happy to make available for you and your organization a copy of the 
printed hearings, upon request, for fiscal 1961. 

Mr. Jounson. We appreciate that very much. 

Mr. Passman. Thank you for being with us, sir. 


Saturpay, May 14, 1960. 


STATEMENT OF GILBERT E. BLACKFORD, ON BEHALF OF CuourRcH WorRLD 
SERVICE AND CatTHuotic RELIEF SERVICES 


Mr. Passman. Good morning, Mr. Blackford. It is good to see you 
again, 
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Mr. Biackrorp. It is good to be with you, sir. 

Mr. Chairman, my statement is somewhat lengthy. Shall I read 
it in full or summarize it ? 

Mr. Passman. Without objection, notwithstanding the fact that it 
may take more time than allotted the witnesses, we should prefer to 
hear the entire statement. 

Our witness now is Mr. Gilbert E. Blackford, representing the 
Church World Services and Catholic Relief Services. It has been the 
privilege of the committee to hear Mr. Blackford in the past. We 
always appreciate his counsel and his recommendations. We welcome 
your comment at this time. 

* Mr. Buackrorp. Thank you. 

Mr. Chairman and members of the committee, my name is Gilbert 
E. Blackford. I am director of public relations and special activities 
for the Church World Service, the Protestant interdenominational 
agency through which relief work is carried on in the various areas 
of human need. 

[ am representing here today both my own ageney—Church World 
Service—and Catholic Relief Services, the pars allel agency of the 
National Catholic Welfare Conference. 

[ wish to speak first in sup port of the request in the ICA appro- 
priations bill that is before you for $2 million to defray ocean-freight 
costs of U.S. voluntary agencies gift shipments to needy peoples 

abroad. 
ese gifts, distributed in the name of the American people, in- 
clude food, clot hing, medicines, hospiti al and school supplie s and tools 
and other self-he ‘Ipi items for use in technical assistance and vocational 
te r programs. 


r 
7 
L 


These programs of assistance which the “Ocean freight” appro- 
priations very largely make possible are carried on in more than 50 
countries and areas and serve eminently not only as indications of the 


good will of individual Americans for their brethren overseas, but 
= as evidence of the friendship of America, as a governmental] 
entity, for the world at large. 

Th e value of the supplies concerned has averaged close to $30 mil- 
lion annually during the past 3 years, with some 28 U.S. voluntary 
nonprofit agencies participating in the programs. 

It is probable, during the next fiscal year, that such goods sent 
overseas by the participating agencies will ‘be appreciatively increased. 
This is due to increased amounts of clothing needed abroad and to 
which need our constituencies are responding generously, and due to 
an increase in amounts of donated and purchased foods widely needed 
in specific cases and which are not available from surplus agricultural 
commodities stocks. 

I also wish specifically on behalf of Church World Service and 
Catholic Relief Services to call to the attention of the committee the 
item in the ICA bill which amends section 202 of title IT of Public 
Law 480, seeking to further the use of agricultural ay ses in meet- 
ing the requirements of needy people abroad and in further promot- 
ing economic development. 

The proposed amendment has many values. It will facilitate and 
make more readily possible the use of these commodities in widely 


valuable work relief programs and, if applied to voluntary agence ies 
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as is permissible by its language, it can broaden the scope of voluntary 

agency programs Overseas through making available commodities 

~« rely needed and presently difficult to obtain under ex sting 

legislation. 

| refer specifically Lo high protein foods, such as fats and oils, how 

bsent from availability, and ot 

able to us only in narrowly restricted volumes. 
While it may not be directly pert 


} 
*) 


ner foods wna fibers CuUrrVell ly avail 


ent to the measure bee now 


Wel 
CO) dered by the committee, I would | ke to call vour attention to the 
are | a tt - 4 
request Hy) Cre currently pore posed AoTICUl url wpprop Ntiol HIeNSUTe 


rorethe ippropt ation and transfer to I¢ \ of Ss] WItlO for aucdith 
| a other edn stratiol by I( \ of t tle De Pri lic L \\ ro), pro 


Yranis hn other words for “polic ne o1 distribution Dprogwralhs 
In teSLITNONY l nearing’ before the bl se Lpbpropl wmrons Subp 
14 | ] es ( 
committee Ol \oriculture there were W troduced stateme rol 
| 1 1} } 
which the public press drew inference that alleged black marketing 
surpluses fo. distribut on by voluntary wencles were o Ineo th 
[ nited States “nA ly]; ‘k eve abroad 
In behalf of e two agencies whicl tf ismyv privilege to represt 
‘ ] , 1; ] 1] : 
l LO Wha it mv Deller that the Tollo oO t ( ip] 
ecqualiv tothe many other agencies con ned | al) , q 
+] , | ‘ | ' 
contrary to the miference @ivel Le OF of thre } ! che ribbed } 
eid al bsolute min | Inder rreoro Dol ) Wwe] orrnl 
] 1 ’ 
I Oursel S With tA mre i total | ' we Tl Ot’ } } RY 
iro > 4 4} e 
held. our opt lO?) , to approximately One-Tenth of | percent 
\\ th the total volut ry vency si rph food di Pitt Oh progral 
for the next vent approximately 2 Dillion poune wea value ¢ 
14 ' ons ae ee ] 29 
shghtly over S100 million in book value, such leakage would lias 
hook value of less than SLo0o.00, 
7 , ; . 1: 14 Pe : 
Phe two agen les | represent are spendme@ several times S abou 
In actual dollars I! supervision and careful checkn Yr to a re I 
continunnee of this condition. 
Despite its association with another appropriations men ~ isp 


] 
Of this matter to you lest the popular ISinte rp tatio oft the tae 


should influence this COMMitee UNWarrantedt!y. 


: ‘ . ' 
In this connection, at the Thursday. April 2s. luncheon session of t 
- } . - ; . . } : ‘ ; . 

\ tional Conterence on International Econom ‘ lL Social Develo 


ment, Mr. Charles Taft, ( harman of the Ld isory Committee o 
Voluntary Foreign Aad, and Cochairman of the Confer ce, re 
rupted his pls ned remarks to read a statement ) te} r eritie 


press reports, 


A press release regarding his statement, issued the same day, { 
Mov 
C1] pe 9 ( n of the Ad ( ' . \ 
(in the International Cooperation Administ Phursd 
itt) | terpre on 2g en Mone ‘ rR r Ss Hf 
I son office vitl Agriculture before llous \ rop S 
M Taft ( I tt hi ( sl I s - hie \ Vi i { 
ore ie Sine 1$3-44 
Proble < in 1S ¢ Intries e! listed a thie had all oe d { 
I mn 10 Phy ! Is t these iit hn happens ( ‘ 
eal 1! \ ‘ ‘ ) trie 
| Hy} represent tiny frac on of the total SU PSS ad ( 
food where i S most needed rhose verv ¢ ! ‘ ‘ h the | 
ished people are the nes that have no existing organiz: } GC ‘ el 
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untary private social agencies through whom distribution can be made Dedicated 
nd well meaning people have to be used, who need much experience before they 


ocdities : 5 : ; 
navoid all slips. After all we in this country have trouble still, after nearly 


Xisting 





yvears, In avoiding mistukes in relief distribution, using well-trained social 
Is, how Misa of these reported instiunces were turned ip by the private agencies 
avall- emselves, Whom we require to have an American citizen actually supervising 


he foreign countries 





Mr. Stewart was endorsing Agriculture’s request to Congress for more travel 
lo now ry auditors because only in that way can there be quicker supervision and 
i tothe donce in sound procedures and correction of well-intentioned mistakes 
leCNSTILe program has been conducted for at least S vears by 20 U.S. voluntary 
iditn neies, and two international organizations. They have worked not just in 18 
‘li iv . . . ° cane > > . 

e trie but in OO and distributed 2B billion pounds of food last venr alone 
J oO “>e) ‘ > . ; 
» Pp een separate programs 

r food with rare exceptions has gone to undernourished people around 

s Sub vorld who know where it Gomes from and are deeply grateful But for all 
PD venrs since the war, and increasingly in the more recent year these 
Pron ; os ° . . e . 

. ' untary agencies have given millions of dollars of privately financed 

Ing ol i] aid, financed the resettlement of hundreds of thousands of refugees, 

1o@ the nd provided technical assistance in a tradition that for many of the es back 

it hundred vears.” 

resent Viv. Stewart referred to in the portion quoted above wa Mr. 

{ i 
} | ; an ; : ’ ae 

ipplies | ‘Stewart of (CA. That isall have. sir. Thank you 
acs 2 past ma 

LUTE * Passman. Thank vou verv much, Mr. Blackford. Tam very 

. . : . “4 . _ ° 
ed ar ui von have “iveh care ful consideration to this matter. 

MP PANS | ry pleased to have thrivt Informant Ol, heenause this would he 
being eed to the Department of Agriculture. [ believe, with the com 

‘ thryrvt ye commendation Of Ooramanizations eh ous yours, where 
. . . . 1 1 c 

Ol Tan ( nox to erind and WtsIs nonpartisan. should be Olvel Lit 

ilue of deration. 

live a Me Brackrorp. Mav Tsav one more word ? 

\T , ; 

Yt} » SSVEAN, Ves 
howl Mi Brackrorp. We have in our agency not the sheohtest objection 


re the ICA done all the policing that is necessary. We wish all of the 


lane, Of course if wil] probably save us money, We would 


speak veto do quite so much ourselves 
facts Tr Passwaw. Tdo not think vou should spend a milhen dollars 
ve $150,000, T assure vou T have a high regard for you. 
of the Moving telen the time to come all the way from New York and having 
velop tes much time as vou did familiarizing me with parts of this 
ee On Hh). having visited hiv ollice On) several occas is, If cert vin 


tel lientes you are an interested and patriotic individual. We are 


ritieal v to have had vou appear before the committee. 
| k you very much for vour testimony. We shall make a 
fol lato vou necopy of the 1961 hearings. upon request 
i Pare reek), I shall request it. Thank VOU. SI} 
vn Aid Mf Pvssyv AN. That will] CO?) ‘tude the hearmes f routs l, withe eS 
: tate that the schedule will be a little tighter from here to 
1A letion of the hearings. We will have the Comptroller General 
; a : Mondav at 10a... Then. our next regular hearings with othet 
a witnesses will commence at 9 a.m. on Tuesday mornit — 
if ( lof vou. 
a aot 
ent 
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May 18, 1960, 


STATEMENT OF WomeEN’s INTERNATIONAL LEAGUE FOR PEACE ANp 
FREEDOM 


Mr. Passman. Without objection, we shall insert in the record a 


statement of the Women’s International League for Peace and 
Freedom. 
(The statement referred to follows :) 


STATEMENT OF WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM ON THE 
APPROPRIATIONS FOR THE MUTUAL SECURITY ACT OF 1960 


The Women’s International League for Peace and Freedom wishes to join its 
voice with those who are urging the Appropriations Committee to grant the full 
nount authorized for the following categories of the mutual security bill: 
Technical assistance__ 
Special assistance__-_- ‘ 
Contingency fund_-__~-- ass 
United Nations and other agencies 


ne capuslewersnes SO; ee ee 
re Fisesxdabedaviotansoaccteaabacisies a 
‘6 Ve ~_ 150, 000, 000 
sel fee TS, TOO, 000 


Total_- ; - 691. 200, 000 


We oppose the military assistance included in this bill and urge this com- 
mittee to take cognizance of the many studies made by expert groups which 
have concluded that much American military aid is not in this country’s best 
interest. We would like to see a reduction also in defense support and a cut back 
hn the militarization of the countries requiring this kind of support. At the same 
ime we deplore the suggestion that displeasure with the veto of the depressed 

ea bill should cause Members of Congress to consider retaliation by damaging 
arts of a bill which represents the best principles and program of both parties. 
Such a repudiation of party principles would detract from the country’s prestige 
as a leader in many fields of international endeavor, and would penalize the 
masses of poverty stricken people in the developing areas. 

The image of our country abroad has been badly damaged by the eynicism of 
recent revelations concerning methods of intelligence gathering which violate 
one of the first principles of international law—the exclusive right of a country’s 
jurisdiction over its own territory, marginal waters, and airspace. The damage 
of those disclosures has been increased by the belligerence of our reaction to 
them, an unreasoning response which admittedly is due to fear. But it would 
be highly irresponsible now to wreak vengeance on the people nobody fears: 
those still submerged in peasant poverty throughout the world. 

The $691,200,000 listed above, which we support, is only about 2 percent of the 
amount this Congress is spending or seems willing to spend on the negative 
aspects of international relations: war preparation and related research. That 
is the place where efforts of economy should be directed and would be most 
productive. Our organization opposes the arms race in its entirety, but even a 
little whittling of excessively wasteful parts of that program would more than 
pay for the constructive parts of the mutual security bill, with enough left over to 
aid in domestie economic readjustments where needed. 

We urge, therefore, the committee to maintain the full appropriations in the 
categories listed above. 
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Wepnespay, Aprin 13, 1960. 


Conrracrs Wirn Private AGENCIES RELATIVE TO IMMIGRATION OF 
REFUGEES AND ESCAPEES 


WITNESS 


HON. FRANCIS E. WALTER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA, CHAIRMAN OF THE 
COMMITTEE ON UN-AMERICAN ACTIVITIES, MEMBER OF THE 
COMMITTEE ON THE JUDICIARY, AND CHAIRMAN OF THE SUB- 
COMMITTEE ON IMMIGRATION AND NATIONALITY 


Mr. Passman. We are indeed honored to have with us the Honor- 

e Francis E. Walter, of Pennsylvania, chairman of the Commit- 
tee on Un-American Activities, a member of the Committee on the 
Judiciary, and chairman of the Subcommittee on Immigration and 
Nationality. 

I want to repeat, Mr. Chairman, we are indeed honored to have 
you appear before the committee, and we shall be very pleased to 
hear from you at this time. 

Mr. Warrer. Mr. Chairman, I am sure that I expre ss the opinion 
of the entire Committee on the Judiciary, particul — those of u 


who are charged with responsibilities in the field of immigration, 
when I say we appreciate this opportunity to present pews. that 
to us appears to be quite serious. 


I might add that for upward of a year the committee has en- 
deavored to obtain, directly and through the offices of the General 
Accounting Office, a report as to the use of funds that vou appropriate 
and which is be ‘ing expended in the field of migration. 

We have not been successful largely due to the fact that contracts 

ntered into without any legal authority, we contend, are spread all 
over the world and it is papoeatile for the General Accounting Office 
to vive us more than an indication of the fact that remedial legislation 
is necessary. 


DELEGATION OF DUTIES TO PRIVATE AGENCIES BY STATE DEPARTMENT 


In the course of the investigation of the operation of the U.S. 
escapee program, undertaken by Subcommittee No. 1 of the Com- 
mittee on the Judiciary, we found that the Department of State has, 
in fact, delegated to private agencies a considerable part of the 
Department’s duties. 


DOUBTFUL LEGAL BASIS FOR CONTRACTUAL AGREEMENTS 
We found, and IT must stress that our investigation has not yet been 
completed, that the Department is using rather promise uously, if I 
may say so, the authority, if such exists, to enter into contractual 
arrangements with private agencies. I confess it is difficult for us to 
ascertain with any degree of precision what is the legal basis upon 
which the Department of State feels entitled to enter into a wide 
variety of contracts pursuant to its functions authorized by the Mutual 
Security Act of 1954, as amended. 
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We are still exploring that area of the Department’s activities as far 
as it affects refugees ana Immigration, and it could be that at some 
later time I shall appear Aeain before this subcommittee with certain 
recommendations. 

At this time it is ly intention to submit just one phase of the State 
1) partments activities in the field of contracts with pri ate agencies: 
namely, the entering into contracts under which these agencies under- 
tuke to perform work in the field of mnie ition of refugees and 
escapees. 

We have obtained a considerable number of copies ot contracts 
entered into between USEP and private agencies in Germany, Austria, 
Italy, and other Western Kuropean countries, as well as certaim coun- 
tries of the Middle East, including Greece, Turkey, and the Far East, 
Including Hong Ione. 

Under several of those contracts large sums of money uppropriated 
under leoislation approved by this subcommittee are dbelINg? yard to 


private agencles for performance of clerical work connected with the 


preparation of applications Por WuMIeTant Visas tot lis COUNTY us Well 
aus to other countries. The contracts reter to these activities unde 
headings such as “Consultation” or “Visa Procurements.” Although 
the agencies Involved like tO stress tlie voluntary ussista e they 


receive from their workers, let me mention that under ] t one col 
tract, covering one agency's work in visa procurement in one country 
for 1 vear the sum of 8129.642.19. The total m. very difficult to 


ascertain, seel to run lito sevel il millions ot dollars over the last 
DUPLICATION OF VISA SERVICES 


It is portant that ] point out to you that on vesterday money 
Was appropriated by the [Louse for the purpose of pel forming Visa 
services. Large numbers of indigenous personnel are employed by 
the consular offices and I think it is a good thine. However, here is 
a very definite duplication. There is a serious question in the minds 
of those of us who have looked into this question Whether or not aly 
thing is done tl all for the severn] million S oft dollars that have bee 
spent under these contracts for the same purpose. 

Mr.G ay. With whom are these contracts entered into / 

Mr. \V ALTER. With the so-called volu tary agencies Americal 
istribution Committee, International A d Administration. li 
ternational Rescue Committee, National Catholic Welfare Confe 


ence, Tolstoy Foun latio le World Couns i! ot i urches, World ORT 


| hla . Youne \Mien’s ¢ hristia Lssociition, wna O for 


SOLICLTPATION OF PROSPECTIVE IMMIGRANTS 


Mr. Gary. What do they do 


Mr. Was rER,. Phey take prospect! e mmigrants Iyy the ha id and 


l ‘ 
lead then to the CO sul. “ll (| there th e@hapiovee oft the State Depart 
. ° ° ‘ . A 
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\l (rAl Chey drum 1] rade for the State Dk riment, yo 
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set forth in the program would not be reached, the State Department 
ad radio programs in this country urging people to come forward to 
take refugees and escapees. 
li addition to this, people went to Kurope and attempted to solicit 
iness, 1f you please, and still they wound up with 6356 numbers 


en came the Hungarian uprising, and then again in violation of 
w, because none of the Hungarian people who were in the revo 

were elioible refugees or escapees under the then exist a law, 
issued 6.356 numbers mn order to use up all of the numbers that 


. ae ' . A Pe : 1 . . ¢ 
e provided for in this phony Refugee Rehef Act. 
MISSION OF PEOPLE ON PAROLI 


Vas 1 spite of a very definite agreement ent 
ed employees ol congressional committees and 
hit ania the Department of Justice. They issued 
subsequently, after much complaining, they started admitting 
n parole. The reason we wanted them to ed in that 
ist place Was that when aliens are admitted Ol |} arole 
ho leon] standing. The courts have hela that a person im 


tus Is not the same as an alien who comes in for permanent 


ice witha Visa, and this is very Important because if a person 
VISA then you Can deport him only because of fraud in) the 
ne of the visa and on other statutory erounds. 
“he comes on parole then a violation of the conditions of parole Is 
fro mal for deportation and you can gel rid of him easily. 
Of course, this is only a sidelight. The result of that sort of thing 
is that one of the worst Nazis in Europe was given an immigrant 
sad, a Man responsible for the death ot close to | million Jews, and 
snow in Massachusetts and we cannot get rid of hin. 
Mr. Passaan. This states that USEP provides these services pri 
through contracts with the voluntary relief agencies repre 
‘the major U.S. religious and nationality groups in the United 


NATIONALITY GROUPS 


Could you give us some information on the nationality groups to 

hich they may be referring / 

Mr. Wavrer. | picked this up at random. This is an arrangement 

ith the voluntary agencies in Italy, and I picked that only because 
it is more extensive. It shows a contract with the Tolstoy Founda 
tion. This is a nationality organization. That is the only one there 

threat COURTPY that I can see. There are others in other countries. 
There is an Armenian, a Polish group, a Ukranian group, and so 


1 
forth 


Mr. Passman. We hope that the centleman will take sufficient time 
to go further into it. but at this point I should like to express what I 
how is the feeling of the committee that we are grateful to the gen 


tleman for taking time from his own committee to familiarize us with 


this situation. 
We heard a request for this item a few days ago. We will cer 
tainly eall those people back before the committee. 











2660 


Mr. Taser. Why do we not simply start out and broadcast this en- 
tire thing, get this outfit and ask them to give us a complete, detailed 
report on every contract that has been entered into / 

Mr. Passman. I think we should do that. They should first cite 
the authority by which they are ehterlng into these contracts. 


AUTHORITY FOR ENTERING INTO CONTRACTS 


Mr. Watrer. May I call your attention to what they say the av- 
thority is for entering into those contracts. 

There were some Executive orders issued. Here is a copy of a 
press release of October 12, 1959, by James C, Hagerty, press secre- 
tary of the President. 

It states: 

The President today signed an Executive order waiving one provision of | 
which otherwise would apply to contracts made under the Mutual Security Act 


of 1904. as amended. 


It continues: 


The provision waived by today’s order is one requiring that Government 
contracts include provision for the examination of records of contractors 
the General Accounting Office 


That is why, Mr. Taber, it 1s impossible to do what you suggested, 
and also because, you see, many of these contracts have been disca 
and others are scattered all over the world in USEP field offices. 

Mr. Taser. It would not be impossible, because we would not be 
asking the Cc mptroller (seneral or anvone hike that but the agency 
itself for a complete breakdown of the whole picture as to their oper- 
ations and scheduled operations. 

Mr. Warrer. I am sure you will meet with greater success than wi 
did when we attempted to do the same thing. 

Mr. Passman. We consider the appropriation, so Iam of the opi 
ion we might possibly get the information. 

Mr. Warrer. Let me go further with this press release : 

The waiver is restricted to contracts of the Department of Defense and is 
further restricted to those contracts for procurement abroad in the case of which 
compliance with the inspection of records requirement is deemed impracticable 
That is hov they getaway from keeping the records. 

The waiver is made under authority of section 533 of the Mutual Security Act 
of 1954, as amended, and is made in furtherance of purposes declared in that 
act. A similar requirement under a predecessor statute, uow expired, was for 
merly waived. Today’s order is thus occasioned by the enactment of 


I l i he new 


statute and the expiration of the old, and is in the nature of a reinstatement of 
the earlier waiver. 

That brings me to the principal reason for Inv appearance here. 
Before this is done again with respect to the renewal of the act— 
and please do not think I am presumptuous when I suggest that you 
ought to prevent that from being done. 


APPROPRIATED FUNDS USED FOR UNNECESSARY TRAVEL BY STAFF OF 
VOLUNTARY AGENCTES 


Some of the people in those outfits do nothing but ride all around 
the world and spend an awful lot of money doing so. That money 


comes out of the Mutual Assistance Act appropriation. 
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this en- Contracts, ostensibly for the purpose of aiding immigrants to pre 
letailed | pare applications, do not help anybody at all. 

Mr. Forp. Are they in the process in these trips of generating 

rst cite | escapees or refugees who would come in under the act, Mr. Walter‘ 
Is that what the end result is? 

Mr. Waurer. No. I think the end results are the pleasant associa 
tions at international meetings where I see these people—at our ex 
pense, of course. They are allthere. I don’t know what business they 

the au- | are transacting, but there you are. This runs into significant sums 
of money. 


Vv ofa I really think, and again I don’t want you to think T am presumptu 
> secre- wis. that you ought to insist that these contracts are made availab! 
TOVOU, 


SECURITY RISKS 


1 of 
1 


rity Act Bear this in mind: You have no authority, or Congress has no a 
t] ority. to impose the kind of conditions under which these people ar’ 
employ dd. There is no security cheek. Many of the employees are 
people who could not work for the U.S. Government for Security 
reasons. Many of them are unable to come to the United States. 

I talked with a man in Geneva last vear who brougl t from Vienna 
a person working for his voluntary agency. He asked me if I won 


ernment 


1 


rested, ; ‘ ; oe Fa ; aa 
sda not endeavor to assist this man in coming to the United States. He 
aha i ul , . . y ‘ ° 
es ould not come because he was an active member of the Communist 
OMS} rn rae 
not be “ 


Phis ian is being paid indirectly when 
er any of our appropriations. This is atypical case. 


oe ie could not b paid dire 
Avene . 


¥ Ooper- 


WAIVERS OF FEDERAL LAW 
han We 


Mr. Passaraw. We have a distineuished lawver before the eonn 


. ODin- See a 
: O} - several distinonished attorneys on the committee. e origina 
Mutual Security Act, section 533, 264 states: 
Waivers of certain Federal laws. Whenever the President determines 
‘and S be in furtherance of purposes declared in this Act, the functions authorize 
if which under this Act may be performed without regard to such provisions of lay 
eticable other than the Renegotiation Act of 1951, as amended) regulating the making 
performance, amendment, or modification of contracts and the expenditure 
of Government funds as the President may specify. 
rity Act 
1 that 
in tha PROPOSED LIMITATION ON APPROPRIATED FUNDS 
Was Lor: 
the new oo . . . 
cae Would an amendment to the basic act be required in order to cha 
iti { UL } 
t 4 
ta Mr. Waurer. I have a suggestion here. Add this to your bill: 
C Tere. , . 
» act— Provided, That no funds appropriated in section of this Act shall be used 
iat vou assist In the procurement of immigrant visas, parole documentatio, or othet 
ene ocuinentation for entry to any country of migrants, refugees, escapees, or othe 


persons seeking to migrate. 


Mr. orp. Would that proposed amendment to the act cover the 
utilization of Publie Law {80 or counterpart and local currency funds ¢ 
Mr. Waurer. I don’t think so. 
zround Mr. Papi kr. It could not because we would have ne 


monet bring in any legislation that would do that. The only thin: 


* OF 


author ity 


we Cah ae 
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sto bring ina limitation upon the expenditures in the appropriatio 











PassMan. Of the record, 


scussion held off the record. ) 




















GENERAL STATEMENT 















Mr. G VRY. Dic the gentleman finish reading 11s Orig ll il s atement 
Mr. Waurer. No, I have been just skipping through it. 


Mr. Gary. I ask unanimous consent that the full statement be ) 
nthe recora, 

Mr. Passman. Without objection, it will be inserted in t! 

(Phe statement of Mr. Walter follow 


Mr. Chairima In the course of the investig ons of era hn of 
U.S. escapee program (USEP) undertaken by Subconunittee Ne L ol ie CY 
Jud have found that the Department of 


duties 





We have found—and IT must stress that our investigation has not yet | 

























colipleled that the Department is using rather promiscuously, if IT may say 
the authorit: if such exists—to enter into contractual arrangements with pr 
Vate agencies. I confess it is rather difficult for us to ascertain with any «ae 


of precision what is the legal basis upon which the Department of State fee 


eltitled to enter into a wide variety of Contracts pursuant to its functions aut 
orized by the Mutual Security Act of 1954, as amended. We are still exploring 
that area of the Departinent’s activities as far as it affects refugees and immi 


gration, and it could be that at some later time I shall appear again before this 





subcommittee with certain recommendations 





At this time, it is my intention to submit to your attention just one phast 


of the State Department's activities in the field of contracts with privat 






‘tes; numely, the entering into contracts under which these agencie 


undertake 
perform work in the field of immigration of refugees and escapees. 

We have obtained a considerable number of copies of Contracts entered in 
between USED and private agencies in Germany, Austria, Italy, and other Wes 
ern European countries, as well as certain countries of the Middle East, inclu 
ing Greece and Turkey, and the Far East, including Hong Kong 

Under several of those contracts large sums of money appropriated under 

i 


legislation approved by this subcommittee, are being paid to private 


















izencies fol 
the performance of clerical work connected with the preparation of applic 
for immigrant visas to this country as well as to other countries. The contracts 
refer to these activities under headings such as “Consultation” or “Visa Pt! 






curement.” Although the agencies involved like to stress the voluntary assist 
ance of their workers, let me mention that under just one contract, covering ob 
agency's work in “Visa Procurement” in one country for 1 year, the sum 


$129,642.19. The total sun very difficult to ascertain—runs into several milli 






dollars 


An analysis of the contracts reveals that the work covered by those headings 





involves interviews with refugees and escapees, preparation of applications, 
submission of such applications to consuls, and so forth. Not 


twithstanding 





fact that appropriated funds are involved, the work is performed by persods 
over whom the U.S. Government has no jurisdiction whatever. They are 
eniployed by private agencies. Some of the 






In are connected with church groups 


I 


and some are nondenominational. The personnel employed and. salaried 








cludes some U.S. citizens and some nationals of foreign countries. The sele 
tion of that personnel is not in the hands of representatives of our Governmell 
No security screening of the American or the alien worker exists. Of course 


neither Civil Service nor Foreign Service rules and regulations apply to these 
persons. These facts notwithstanding, all salaries and all expenses incurred 12 


the course of their employment, such as travel expenses, per diem, as well as tt 
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pPriation 
st of office supplies and even rental of offices are paid by the Department of 
State out of appropriated funds. 

In the course of our tedious search for legal authority which would permit 
s type of activity, the Department has indicated that the statutory basis for 
appears, Variously, in sections 405 and 522 of the Mutual Security Act of 1954, 
jmended. When our analysis of those provisions of the law made us dubious 
the validity of the Department's claim of authority, we were referred to three 
itive orders issued by the President of the United States as a somewhat 

firm basis for this authority. 
orders are numbere 10519, 10784, and 10845 The first was issued in 
and the latter in 1958 and 1959, respectively. IT would like to have the 


in the record so that this subcommittee may analyze them more 


fically, I wish to invite the subcommittee’s attention to the fact 

toa White Ilouse press release dated October 12, 1959—I have it in my 
mm of the und issued in explanation of Executive Order 10845, it is stated that, 
the Con- ng other things, the President has waived the requirement of the law pro 
e has, it ¢ for the examination of records of contractors by the General Accounting 
irtments 

fhis simply means that the GAO, an arm of the Congress, has no supervision 

yet been itscever over the manner in which appropriated funds are spent by priva 
VY SAY so nstitutions under the contracts I am discussing. 
with pr We have verified that When we requested the Comptroller Genera 
Ly aegret United States to extend to us the assistance of the General Accounting 


Hate feels ing an analytical audit of the contracts and the vouchers 


ons auth: hich payments were made, our efforts were frustrated in: 

ex ploring neral Accounting Office was unable to obtain direct access to eit 

nd immi- ts or the vouchers. It is interesting to note, incidentally, that 

‘fore this [the vouchers appear to be scattered practically all over the world 
arrangements are made locally by field officers of the USEP and moneys 


he phase by disbursing clerks of our many Foreign Service posts abroad 


ite agen- 


ertake tf 


1] 


ing 
perative, I believe, to discontinue this method of operation generany, 


in the field of assisted immigration appears to me to be the mo 


ered int elieve that the inclusion of the language, which I have here with me, 
er West e ay priation whi h this committee intends to submit to the House may 
t. inelud- ve that purpose. The langu »is as follows: 
; _ ry . . . . . 1 

d, That no funds appropriated in section of this Act shall be used 


“<i under t in the procurement of immigrant visas, parole documentation, or other 


neies for 

ications 

‘ontracts 

Tisa Pro RI S-ELEASE AND EXECUTIVE ORDER WAIVING PROVISION OF LAW 

‘Vv assist 

ring ou Mr. Waurer. May I include in the record the Executive orders as 

milion | “ell as the press release ! 
Mr. Passman. Without objection, those items will be inserted in 

headings he record, 

ications, The documents referred to follow 


} 


ding the 


ation for entry to any country of migrants, refugees, escapees, or other 


eeking to migrate.” 


/ 


persons [Immediate release, Oct. 12, 1959-—James C. Hi: 
are au President 
h groups 
tried in- THE WHuite Hovsi 
he selec 
srniment 
fr course, 
to these 
urred i 
11 as the ae 


The President today signed an Executive order waiving one provision 
otherwise would apply to contracts made under the Mutual Security 
as amended, 
provision waived by today’s order in one requiring that Government con 
nelude provision for the examination of records of contractors by the 
Accounting Office. The waiver is restricted to contracts of the Depart 











ent of Defense and is further restricted to those contracts for procureme 
broad in the case of which compliance with the inspection of records requit 
ment is deemed impracticable. 
The waiver is made under authority of section 533 of the Mutual Security A 
1954, as amended, and is made in furtherance of purposes declared in th 
t A similar requirement under a predecessor statute, now expired, w 
formerly waived Today's order is thus occasioned by the enactment of tt 
new statute and the expiration of the old, and is in the nature of a reinstat 
ment of the earlier waiver. 


Exkecutive Orper No. 10845 


I HER SPECIFICATION OF LAWS FROM Wuicht FUNCTIONS AUTHORIZED BY TI 
Mouruan Securtry Act or 1954, AS AMENDED, SHALL BE EXEMPT 


hv virtue of the authority vested in me by section 533 of the Mutual Securit 
of 1954, 6S Stat. S60 (22 U.S.C. 1793) it is ordered as follows: 
Section 1. It is hereby determined that, to the extent indicated in the pr 
mble of section 2 of Executive Order No. 10784 of October 1, 1958, and in sectig 
2(e) of that order as added by this order, the performance of functions author 
ized by the Mutual Security Act of 1954. as amended, without regard to th 
rovisions of section 3(b) of the act entitled “An act to authorize the making 
mendment, and modification of contracts to facilitate the national defense 
72 Stat. 972: 50 U.S.C. 1488(b)) will further the purposes of the Mutual Sect: 
rity Act of 1954, as amended. 
Section 2. Executive Order No. 10784 of October 1, 1958, is hereby amended 
\) By substituting the following for that portion of section 2 thereof whic 
precedes the lettered items of section 2: 
“Sec. 2. With respect to purchases authorized to be made outside the limits 
f the United States or the District of Columbia under the Mutual Security 
Act of 1954, as amended :” 
b) By adding the following paragraph (e) at the end of section 2 thereof: 
(e) Section 3(b) of the act entitled ‘An act to authorize the making, amend 
nt. and modification of contracts to facilitate the national defense’ (Publi 
Law S5o-S804, approved Aug. 28, 1958, 72 Stat. 972: 50 U.S.C. 1433 ¢b)). but onl 






with respect to contracts in which the inclusion of the clause required by sectior 
(hb). or the compliance with that clause, if included in a contract, is deemed 
v the executive or military department concerned to be impracticable.” 
Dwicutr D. EISENHOWER 
‘HE Waurre Houser, October 12, 1959. 


B-13, EXECUTIVE OrpDER No. 10784 


ext of Executive Order No. 10784, October 1, 1958, 23 F.R. 7691. as amende 
»° Executive Order No. 10845, October 12, 1959, 24 FLR. 8317 
SPECIFICATION OF LAWS FROM WHICH FUNCTIONS AUTHORIZED BY THE MUTUAL 
Sreourrry Act or 1954, AS AMENDED,’ SHALL BE EXEMPT 


iv Virtue of the anthority vested in me by section 533 of the Mutual Securit? 
Act of 1954, 68 Stat. 860 (22 U.S.C. 1793), it is hereby determined that, to th 
extent hereinafter indicated, the performance of functions authorized by that 
act, as amended (including the performance of functions authorized by secti0 
544 thereof), without regard to the laws specified in the lettered subdivisions of 
sections 1 and 2 of this order and without regard to consideration as specified il 
section 3 of the order will further the purposes of the Mutual Security Act of 
1954, as amended. 

Secrron. 1. With respect to functions authorized by the Mutual Security Ac 
if 1954, as amended (22 U.S.C. 1750 et seq.), except those exercised by the De 
partment of Defense under authority of sections 521 and 524 of that act (2 
U.8:C. 1781, 1784): 

a) The act of March 26, 1934, e. 90, 48 Stat. 500. as amended (15 U.S.C. 616a) 

(bh) Section 3648 of the Revised Statutes, as amended, 60 Stat. 809 (31 U.S. 


>See, 208(¢c)(2) of Executive Order No. 10575, as mended (the full text of which 


ippears ¢ np. 72). provides: “each reference in any Executive order to any provision ¢ 


w repealed by the Mutual Security Act of 1954 shall be deemed also to refer to the 


orresponding provision, if any, of the Mutual Security Act of 1954.” 
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rocureme (¢) Section 305 of the Federal Property and Administrative Services Act of 


rds require} 1{49. c. 258, 63 Stat. 596, as amended (41 U.S.C. 255). 
ad) Section 3709 of the Revised Statutes, as amended (41 U.S.C. 5) 


ecurity A (e) Section 3710 of the Revised Statutes (41 U.S.C. 8). 

red in tha f) Section 2 of Titie ILI of the Act of March 38, 1933, ce. 212, 47 Stat. 1520 
pired, wa 11 U.S.C. 10a). 

lent of th ey Section 3735 of the Revised Status (41 U.S.C. 13). 

a reinstat h) Section 804(c) of the Federal Property and Administrative Services 


Act of 1949, as added by the act of October 31, 1951, ¢. 652, 65 Stat. TOO (41 


U.S.C. 254(¢e)), but only with respect to contracts entered into with fereign 
governinents or agencies thereof for the rendering of services to the United 


s soran agency thereof within the continental limits of the United States. 
ZED BY TH ) Section 901 of the Merchant Marine Act, 1936, ¢ 85S, 49 Stat. 2015 ; 
(PT amended (46 U.S.C. 1241(a)). 
Sec. 2. With respect to purchases authorized to be made outside the limits of 


al Securit United States or the District of Columbia under the Muiual Security A 


; of 1954. as amended: ’ 

= the pre a) Section 2276(a) of title 10 of the United States Code. 

Lin secti ) Section 28313(b) of title 10 of the United States Code. 

Ms author ‘) Section 304(c) of the Federal Property and Administrative Services Act 
ard to th of 1949, as added by the act of October 31, 1951, ¢. 652, 65 Stat. T0O141 U.S. 
he making | 954;¢)). , 

il defense Section 1301 of the Second War Powers Act, 1942, 5. 199, 56 Stat. 1S5 (50 
itual Secu: Us.c. App. 643), as extended by the provisions of the act of June 30, 1953, ¢. 
160, 67 Stat. 120. 

(e) ° Section 3(b) of the act entitled “An Act to authorize the making, amend- 
nent, and modification of contracts to facilitate the national defense” (Public 
Law So-SO4, approved August 28, 1958, 72 Stat. 972; 50 U.S.C. 1453(b)), but 
nly with respect to contracts in which the inclusion of the clause required by 
section S¢b), or the compliance with that clause, if included in a contract, is 
deemed by the executive or military department coucerned to be impracticable 
thereof: s With respect to cost-tvpe contracts heretofore or hereafter made under 
ns, amend: authority of the Mutual Security Act of 1954, as amended, with nonprofit in 
ve" (Publi stitutions under which no fee is charged or paid, amendments and modifications 
). but only of such contracts may be made with or without consideration and may be 
by section tilized to accomplish the same things as any original contract could have ac- 


amended 
reof whict . 


the limits 
il Security 


deemed omplished, irrespective of the time or circumstances of the making, or the form 

e contract amended or modified, or of the amending or modifying contract, 

N HOWER, | irrespective or rights which may have accrued under the contract or the 
ndimenuts or modifications thereof 

This order supersedes Executive Order No. 10519 of March 5, 1954 (5 CFR, 


1954 Supp., p. 48), entitled “Specifications of Laws from Which Functions Au 
thorized by Mutual Security Act of 1951, as Amended, Shall Be Exempt.” 


Dwieit D. EISENHOWER 


amended 


rT Write House, October 1, 1958. 
E Mutval 
1 Security B-13. EXecurive Order No. 10519 
at, to the 
d by that Text of Executive Order No. 10519, March 5, 1954, 19 FUR. 1555 
by section 
visions of SPECIFICATION OF LAWS FROM WHICH FUNCTIONS AUTHORIZED BY MUTUAI 
necified in Security Act oF 1951, AS AMENDED,’ SHALL BE ExeMP1 


ity Act of : : " . : . ae ; ; : 
: By virtue of the authority vested in me by section 532 of the Mutual Security 


urity Act Act of 1951, as added by section 7(m) of the Mutual Security Act of 1952 ( Publie 


v the De Law 400, approved June 20, 1952, 66 Stat. 146), it is hereby determined that 
t act (2 rs 

wary” 2(a) of Executive Order No. 10845 amended this clause which formerly read 
. 2126 ae respect Oo purchases authorized to be made outside the continental limits of the 
€ : 6168 }s United States under the Mutual Security Act of 1954, as amended.’ 
31 U.S.C. Paragr iph (e) was added by sec. 2(b) of Executive Order No. 10845 pproved Oct. 12 

1959, 24 F.R. 8317. 

Ser (02(e)(2) of Executive Order No. 10575. as amended the fu xt of which 

appears on p. 73, provides: “each reference in any Executive order to rovision of 
of which 4W repealed by the Mutual Security Act of 1954 shall be deemed a to refer to the 
“ovision of Corresponding provision, if any, of the Mutual Security Act of 1954 


fer to the 
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to the extent hereinafter indicated, the performance of functions authorized py 
the said Mutual Security Act of 1951, as amended (including, except 





as hereip 
after otherwise specified, the performance of functions authorized by the Ac 




















for International Development, as amended, the Lustitute of Luter-America 
Affairs Act, as amended, und the Mutual Defense Assistance Act of 1949, as 


umended), without regard to the laws specified in the lettered subd 




















IVISiONUS OU 

















sections 1 and 2 of this order will further the purposes of the said Mutua 
Security Act of 1951, as amended. 

Sec. 1. With respect to functions authorized by the Mutual Security Act of 
ol, as amended, eXcept those exercised by the Wepartment of Defense unde 
authority of section 506 of said Act or the Mutual Defense Assistance Act 
1949), as amended : 


(a) The act of March 26, 1954, ¢. 90, 48 Stat. 500, as amended (15 U.S 
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(b) Section 3648 of the Revised Statutes, as amended, 60 Stat. SOY ¢ 
U.8.C..5293). 


























(¢) Section 805 of the act of June 30, 1949 (the Federal Property and 
Administrative Services Act of 1949), ¢ BSS, 63 Stat. 896 (41 ULS.C. 2: 























(d) Section 8709 of the Revised Statutes, as amended (41 U.S.C. 

(e) Section 3710 of the Revised Statutes (41 U.S.C.S). 

({) Section 2 of the act of March 3, 1933, c¢. 212, 47 Stat. 1520 (41 
U.S.C. 10a 


























(gz) Section 3735 of the Revised Statutes (41 U.S.C. 13 








(h) Section 901 of the act of June 29, 1936, ¢. SOS, 49 Stat. 2015 (46 U.S.A 
1241). 
Sec. 2. With respect to purchases authorized to be made out 























nental limits of the United States under the Mutual Security Act of 1951, as 
amended. 











(a) Section 10(1) of the act of July 2. 1926, c. 721, 44 Stat TST, as 
amended (10 U.S.C. 310(1) ). 











(b) Section 4(¢) of the act of February 19, 14S (the Armed Services 
Procurement Act of 1947), ¢ 65, 62 Stat. 23, as amended, 65 Stat. TOO (41 


0:.8:C, 153(e¢} ). 












































(¢) Section 304(¢) of the act of June 30, 1949 (the Federal Property and 
Administrative Services Act of 1949), ¢. 288, 63 Stat. 205, ; 
Stat. TOO (41 U.S.C. 2541) ) 





is umended, 65 




















(d) The last proviso of section 201 of the act of December 18, 194) (the 
First War Powers Act, 1941), ©. 593, 55 Stat. S39, as amended, 64 Stat. 1257 
(20 TLS. App. O11). 

(e) Section 1301 of the act of March 27, 1942 (the Second War Powers 
Act, 1942), c. 199, 56 Stat. 185 (50 U.S.C. App. 643). 

This order supersedes Executive Order No. 10387 of August 25, 1952, 17 FR 
7799, entitled “Specification of Laws from Which Certain Functions Authorized 
by the Mutual Security Act of 1951, as amended, shall be Exempt,” and Execu 
tive Order No. 10446 of April 17, 1953, 18S F.LR. 2209, entitled “Speciicallol 0 
Laws from Which the Escapee Program Administered by the Department ol 
State shall be Exempt.” 
















































































Dwiortr DD. EISENILOWER 





Tue Waite House, Varch 5, 1954. 








Mr. Passman. We are very gratefu 
mation you have provided. 





9 Mr. Chairman, for the intol 








This helps us in determining the amount of funds we shall recom: 
mend that Congress appropriate to continue the Mutual Security Act. 

We are cong’ to have these people back. We shall see if we cannot 
vet them to listen to reason. 

We will trv to decide and endeavor to do what is right. 

Mr. Wavrer. We have a number of sample contracts. 

Mr. Taner. Would they be available if we wanted any of them? 

Mr. Wavrer. Yes. The onesGAQO got for us are contained here. 
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Mr. Passman. We shall have these people back before the committee, 


and we shall ask for specific information on these contracts and en- 


deavor to find out the number of contracts, who they are with, and the 
total cost. 

Mr. Forp. Off the record. 

(Discussion held off the record. ) 

Mr. Wavrer. Thank you, gentlemen. 

Mr. Passman. We are very grateful to you, Mr. Chairman. 


Monpay, Apri 25, 1960. 
Oprostrion TO ForEIGN Arp PROGRAM 


WITNESSES 
CITIZENS FOREIGN AID COMMITTEE 


WALTER HARNISCHFEGER, NATIONAL CHAIRMAN 
BRIG. GEN. BONNER FELLERS, NATIONAL DIRECTOR 
DEAN CLARENCE E. MANION, COUNSEL 

COL. WILLARD ROCKWELL 

W. CAMPBELL 


Mr. Passman. The committee will come to order. 

This special session has been called for the purpose of hearing some 
of the outside witnesses. It is customary, of course, to hear outside 
witnesses after we have concluded all the hearings, but this is ex 
eptional, and for sound reasons, and we do have some outstanding 
\mericans with us today. 


COMMITTEE POLI t OF INFORMATION 


colmiittee member ,it isa poli v of 
re are never any pict re » inside the ( 
> been a policy of long standing for the \p] r 
‘eo and that carries on through to ench subeomm 
tee on Appropriations. Also, no advance publicity is 21 
at certain prominent Americans will appear before 
And, in no instance s 


released to the press prior to the time thi 


ould stutements made before the « 


dirhiah ot this ubcommiittee,. | hist express ihe 
he committee that copes of your statement were 
sin advance of this important session | 


us the opportunity to hear your statemen 
e ° 1 
On aia 


th youon this important matter of fore 
ny duty to inform our distinguished witnesses of 

i ie policy and practice of the committee 

-Gary. Mr. Chairman, mav I sav that the rule goe 

i 


) 
in executive session and nothing that takes p 


Is supposed to be released until ifter t] 


e are published. 
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I hope that the rule will be observed from now on. 


Mr. Passman. I shall assume the responsibility, as chairman of the 


subcommittee, that in the future, when we are to have outside wit- 
nesses, to inform them specifically of these policies and rules of the 
committee. IL should think that I will have to assume responsibility 
in this case by not having informed our distinguished witnesses that 
thev are att niding ahnexecut ive session. 

If there is no objection, we shall proceed with the hearings. The 
record has been made clear that the rules of the committee have been 
\ lolated. I will have to assume the responsibility AS | cid hot infor 
them specith ally of these policies and pract ees, 

Mr. Forp. Mr. Chairman, may Tadd just this / 

Mr. Passman. Yes. 

Mr. Forp. It is my recollection that the testimony given before the 
committee, including opening statements, is never released until the 
published hearings are made available to the public generally. 

Mr. Passman. That is correct. 

Mr. Forp. That may come at the time the bill is reported by the 
subcommittee to the full committee. 

Mr. Passman. That is correct. 

Mr. Forp. It would seem to me that that policy. whic . has been in 
effect for as long as I remember, should be abided by by witnesses 
appearing before this subcommittee or any other committee. 

Mr. Gary. Would the gentleman yield ¢ ; 

Mr. Forp. Yes. 

Mr. Gary. That was the purport and reason for my remarks just 
a few moments ago. The rule 20esS beyond releasing gears in 
advance of the meeting. No testimony is supposed to be released 
until the committee hearings are published. 

Mr. Passmawn. Gentlemen, I must be fair to our distinguished wit- 
nesses. This matter did not come up between myself and those who 
are appearing this afternoon. It never occurred to me that the wit- 
nesses did not understand the rules of the committee. Tam sure that 
this rule would not have been violated had it been called to the atten- 
tion of those who are appearing. I assure you that in the future, 
when we have outside witnesses, I will make it a point to familiarize 
those desiring to be heard with these policies of the committee. In 
fairness to the witnesses, and much to my own embarrassment, I must 
assume the responsibility for not so informing these witnesses. I trust 
that in the future those of you who return will understand this 
situation. 

We feel it would be of great help to this committee to receive the 
counsel and recommendations of others who are familiar with the 
foreign aid program, and to obtain from them any firm information 
in their possession which would assist us in providing funds adequate 
to carry out our country’s commitments, but at the same time taking 
out that part which is not actually needed for carrying out our com- 
mitments and policies. 

We shall read into the record at this time the names of the five wit- 
nesses who will testify before the committee this afternoon. We want 
to accommodate those who may have to leave early in order to meet 
other fixed schedules. The witnesses are: 

Mr. Walter Harnisehfeger, Brig. Gen. Bonner Sages rs, Dean Clar 
ence E. Manion. Col. Willard Rockwell, and Mr. \ ‘ampbell. 
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General Fellers, would you indicate the witnesses who would like to 

eheard first / 

General Fetters. Our chairman will lead off first. 

Mr. Passman. I believe you appeared last year, Mr. Harnischfeger 
ud we shall be pleased to hear from you now. 

Mr. Harniscurecer. Mr. Chairman, I want to extend my apolo- 


vies. I did not know anything about this and I am sure that our 


staff was not entirely familiar with your regulations. J am sure we 
would have ¢ omplied if we had known. 
Mr. PAssman. Lamesure that you would have, sir. 


STATEMENT OF Mr. WaLrerR HARNISCHFEGER 


Mr. Harniscurecer. Mr. Chairman and members of the ec — 
[thank you for this privilege of appearing before you on behalf « 


the Citizens Foreign Aid Committee, of which I am national chair- 


man. J ama native of Milwaukee and chairman of the board of the 
Harnischfeger Corp., — is celebrating is 75th anniversary and 
‘hose products are found in the far corners of the world. They 
play an important role in the progress and development of many for- 
eign countries. Our products are utilized in the basic development 
of highways, natural resources, and basic industries in many foreign 
outries. It should be apparent that the corporation I represent 
vould benefit by unbridled foreign aid. It should also be apparent 
at my Opposition to our global foreign aid program stems from a 
leep personal interest in the welfare and future of our great Nation. 
regardless of attending personal advantages to the contrary. 
For many years, my business has taken me abroad frequently. 1 
ave Just returned from an extended trip through Europe and the 
Far East. I have also served our Government and national organi- 
tions in various capacities throughout the years, including the 
tional defense and finance committees of the U.S. Chamber 
fCommerce; the board and finance committee of the NAM (chair 
an); Federal expenditures committee, Council of State Chambers : 
Executive Committee and Advisory Board, Seventh District Federal 
Reserve. I have, therefore had considerable experience in public pol- 
Vy questions 
THE CITIZENS FOREIGN AID COMMITTEE 


The members of of the Citizens Foreign Aid Committee, whom I 
epresent, and whose names are a matter of record, are men of world 
de experience in foreign affairs, in business, in Government, in 
dueation, and in the legal and military professions. They are men 
ell aware of the influence and stature of the United States as a world 
power. They are conscious of the responsibilities inherent in om 
eing the leading world power. Many suggestions to the contrary, 
they are not. and never have been isolationists. 

It is our conviction that our country’s role as the leading world 
power calls preeminently for a strong and virile hae ta strong 

litarily, sound economically, and with a deep and abiding spiritual 
edlic ation. 

It is ny observation that a orave concern is widespread among i 
lormed thinkers at home and abroad that the United States, in seat 
ering its military power and extravagant foreign handouts, is shame 
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lessly and dangerously wasting its resources. QOur resources shoul 


have sustained us for many generations and are being wasted a 
dissipated in) au few vears. The cold ad tllh We have Wit nessed for t! 
past several years and the chronic deticit in our international balan 


of payments ire as much a subject of international concern as they a 


with us here at home. As one of the first civilians to visit Germal 
and the Far East after World War II, under Army orders to subm 


uu report to the U.S. Senate, | personally suw the results of unsoun 


fiscal policies ending in inflation, Government upheaval, and wit 


spread miuisery. Our committee is determined to do all within 
power to prevent such chaos from happening here. 


ADMINISTRATION SOMEWIHIIAT ALERTED 


At the moment, the gold drain has subsided to a modest trickle a 


the vold loss for the first quarter, S48 million, is the lowest fora 
quarter since 1954 The interest rate on Government bonds h 
dropped sharply, thereby reheving the pressure on the ‘Treasury 
meeting its fiscal needs, There appears LO be a feeling aoOne sol 
that the crisis 1s passed and that there Is no occasion for economy 
our foreign aid. 

Do not be misled ly these SI@ns of spring. We have not vet enter 
the winter of discontent. The principal foreign expenditures ad 
dollar transfers of the U.S. Government, from 1948 to 1959. inelusi 
reached the stagverineg total of SS6.77 billion. This total conti 
to mount with no disposition for curtailment on t e pal of the adm 

stration. As you have so clearly shown, Mr. Passman, mutual se 
rity funds available for expenditure in 1960 total Ss.11) bi 
Despite this enormous mount available, the administration 


for fiscal year 1961 nearly a billion dollars more th: 
hisenl vear L960, 

There is, however, a vrowlhg recogult 
erpoushess Of the problem wl) 
Thus, the President himself 

Now, any reasonable person 


legendary strength of an Atlas, 
\oain, he said: 


The annual interest alone, on our Federal debt, is now more than 8% billid 
year, a sum in dollars equal to the entire Federal budget of 1$40 ‘e mu 
then, for our security and our prosperity, keep our economy vigorous % 
expanding 

As il result of public reaction reflected in our testimony which 1 
presented before your committee last vear, and before 
Foreign \ tfairs Committee, the adm istration tardily hh: 
second look at. the situation. 

We PO ! ted Out, for lhistanece, that Western Iurope,. 
standing armies of more than 8 million in 1939. in addition to reset 


“7 


of nearly 22 million, was today barely keeping 3.3 million under ar 
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aie ; ; a : . : ; 
I his reduction obtained qespite mcreases | tl} population 
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of its gross national product to defense, our European friends were 
spending less than 5 percent. 

As a direct consequence of our testimony and the public attention 
we have drawn to the facts, the administration has taken a few falter- 
ing steps in the right direction. 

On September 28, both President Eisenhower and Secretary of the 
Treasury Anderson told the annual meeting of the World Bank, the 
International Monetary Fund, and the International Finance Cor- 
poration in Washington, that other industrialized countries must help 
hear the foreign-aid burden and must end their discrimination against 
imports of American goods. Thereby, the administration finally has 

ven the need for redirection on foreign aid. 

A “Buy American” policy has been adopted as a prerequisite for 
loans made by the De velopment Loan Fund. However, we note with 
regret, a wide campaign has been launched to sabotage this admin- 
istration effort to restore some measure of reform. 

Concurrently, Secretary Anderson, the official primarily responsible 
for the fiscal state of the Government, has continued to voice concern 
for the steady deterioration of our economy. I quote from his recent 

ticle in the April issue of Foreign Affairs: 

Two principal facts emerge concerning the balance of payments of the United 
States. We have been running an overall deficit for 10 years and it has become 
relatively large in the last 2 years. 

The Secretary also echoes the voice of our committee in his state- 
ment : 


** * Large and continuing outflows of gold and long-continued and substan- 
tial increase in foreign holdings of U.S. dollar balances cannot be relied on as 
the way to deal with the balance of payments deficit of the United States.* 


THE U.S. DOLLAR 


The U.S. dollar is the standard of value for the world. In fact. the 
nly world power which can approach the United States in military 
ad economic capability—I refer to Soviet Russia—reckons its in- 
ternational transactions in terms of the dollar. Half of the world 
trade is done in terms of dollars and half the world’s monetary reserves 
consist of dollar deposits. This is what Secretary Anderson was re- 
ferring to in his statement that— 


ee 


These dollar balances have comprised a considerable part of the foreign 
change reserves of other countries, and are an important means of economiz- 
ing the gold reserves of the free world, 


By providing the world with a sound currency, therefore, the United 
States is discharging its most important responsibility in the economic 
sphere. Thus, it is doing the most useful thing possible to hasten the 
*onomic progress and advance of living standards in the underde- 
veloped regions. I quote Secretary Anderson again : 


It seems to me that substantial changes in that reserve [gold] can be 
“Newed with equanimity only if they are likely to be of relatively short duration 
id not persistently in one direction. It does not seem that the proper function 
four gold reserve is to be heavily drawn down on a large scale over a period of 
fars to transfer capital to the rest of the world. 
Overall deticits in the balance of payments to the United States in 1958 
nd 1950 clearly were too large to be safely sustained for very long * * *.° 
ign Affairs, April 1960 
Affairs, April 1960 
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OUR PUBLIC DEBT 


Our overall fiscal situation is unsound. The announced Federal] 


debt of $286.6 billion is but a fraction of the total debt obligations be. 
ing shouldered by American taxpayers. Director of the Budget 
Maurice H. Stans calculates that our total obligations are in the neigh- 
borhood of $700 billion. Our total State debt is $81.8; the corporate 
and individual debt is $534 billion.’ The grand overall is the frighten- 
ing figure of $1,315 billion—well over a trillion dollars. 

‘Again I say there is no administration effort to curtail spending. 
Our fiscal year 1961 budget is $51 billion. It is the highest peacetime 
budget in our history. Only twice during the war years has the budge: 
been higher. Our 1958 deficit was $2.8 “billion; our 1959 deficit was 
$12.4 billion.s Indications are we are facing another deficit. Thus it is 
obvious that our fiscal policies require drastic readjustment to avoid 
ruinous inflation and to sustain sound business and full employment. 

We must ask ourselves the question, “What can the United States 
afford?” I quote from the American Institute for Economic Research, 
a nonprofit, nonpolitical institute devoted to scientific and economi: 
research : 

Will the U.S. Treasury soon be unable to pay its debts? * * * Heretofore 
many well-informed observers have concluded that the U.S. Treasury simply 
cannot become insolvent. * * * How is that possible? By the simple expedient 
of stuffing Government securities into the commercial banks, the Treasury can 
obtain credits to its checking account and thus pay maturing obligations. * * * 
In other words, monetizing Government debt is inflationary precisely as is the 
printing of paper currency. * * * Therefore, the Government 


need not become 
insolvent with reference to its domestic debts. 


However, in regard to our foreign obligations, the Government 
faces an entirely different set of circumstances. Foreign-held « 
credits are convertible in U.S. Treasury gold. 


THE FLIGHT OF GOLD 


According to the Department ot ( ‘ommerce, Office of Business Kco- 
nomics, between 1949 and the end of 1959, Government dollar transfers 
and expenditures abroad have totaled $80.7 billion. That is to say that 
over this period foreigners were given claims on the U.S. econom) 
totaling nearly $81 billion. The U.S. ec onomy was able to meet these 
claims to the extent of $63 billion through shipping merchandise 
abroad, by services, or by credits against earnings on investments 
abroad. However, our economy failed to meet the burden by some 
$18 billion. Asa result, foreigners exercised their claims by drawing 
down gold in the amount of $5 billion. They also added to their hold- 
ings of U.S. Government bonds ame bank deposits and other short: 
term assets in this country some $1314 billion. Interest payments by 
the U.S. Government to foreigners xi these assets amount to more 
than $500 million annually. 

Today our gold reserve stands at $19.4 billion; foreign dollar credits 
with which foreigners can draw down our gold stand at $23 billion. 


“U.S. Department of Commerce, Office of Business Economics. 
® Treasury Bulletin. 
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Thus foreign claims on U.S. gold holdings, which were less than 40 
percent of the total gold holdings at the end of 1949, amounted to 
18 percent more than our total gold holdings at the end of 1959. The 
figures are shown in detail form in the two tables and graphically on 
the chart which I submit and ask that they, too, be incorporated at this 
point as part of my statement. 

Again, I quote from the November 19 
Economic Research : 


59, American Institute for 


In short, the U.S. Treasury stands today on the brink of insolvency. Failure 
to remedy the situation soon may result in the supposed tower of financial 
strength for the free world becoming simply another bankrupt nation, bankrupt 
by an almost incredible succession of economic and financial follies. * * 

At this stage of the discussion readers may well wonder why foreign creditors 
are willing to continue to trust a debtor so nearly insolvent as is Uncle Sam. 
Why don’t they demand the gold on which they hold claims before the debtor 
defaults and, by an embargo on gold or in some other way (including perhaps 
another devaluation), prevents them from obtaining the gold that is rightfully 
theirs? 


TaBLE I,—-Principal foreign expenditures and transfers of U.S, Government, 1949-59 


{In million dollars] 





Year Total Military Military Other New capital 
| expenditures | grants grants outflow 
1949 6, 480 | 621 210 4, 997 | 652 
1950 4, 742 | 576 526 3, 484 156 
1951 5, 931 1, 270 1,470 3, 035 Lit 
1952 6, 940 1, 957 2, 603 1, 960 421) 
1953 8, 844 2, 535 4, 254 1, 837 218 
Ns < tetera 7,318 2, 603 3, 161 1, 647 93 
1955 7, 359 2, 823 2, 325 1, 901 10 
1956 7, 896 2, 955 2, 579 1, 733 | 829 
1957 8, 174 | 3, 165 2, 435 1,616 WSS 
1958 8, 515 3, 416 2, 522 1, 611 iy 
1959. | 8, 560 3, 143 2 2,065 1, 623 1, 729 
} | 
Including investments in the International Monetary Fund and the World Bank. 
* Partly estimated (based on figures for 3 quarters). 
source: ‘Balance of Payments, Statistical Supplement (1958), Survey of Current Business, Jur 


and Office of Business Economics, U.S. Department of Commerce. 


TABLE 2.—U.S. gold stock and foreign claims 


Total foreign 


Year short-term U.S. gold hold- | Ratio of foreis 
assets in ings, year end | claims t 
United States 
Millions Mil is 
1949 $9, 757 $24, 563 
oe 11,715 22, 820 
oven 12, 099 22, 873 2.9 
ee 13, 598 23, 252 8 
1954 4, 471 22, 9 
are 15, Sou 1, (¥3 ‘ 
Yo 16. 970 753 xO) 
195¢ 18, 268 2, 058 $2.5 
195 18. 503 2) SAT ~ 
1908 19, 597 20), 582 ; 
1959 23, O1 | a 


stimate 



























nines on hiked tnd, 
SUiVOOSS¥ @ SWIM ' 3SC10380u0 
AQ PAULL; 
696} 98S6i L4S6i 966! SS6i G6! eS6i 2Séi iSé6i OSB GPE! 
7 z % 3 Rene ; 0 
i - ; of 
Re a 
ae g 
i j : ‘ 
ek. 9 
ee -. 
t— : 
s01 2 
mri ef 
216 
i. ¢1 2 
x pi? 
; i) 
9} ~ 
di 
aa} 2 
6! r 
Og 
ize 
22 
ms eg 
. ——} 492 
—~}——— am 22 
mht be he 


6S6I- 6b6I 


d'109 NO SWIV10 N9OISHO4 GNV yO01S a7109 ‘s'n 








2675 


First, foreign creditors recently have been taking their gold. In 1958 they 
took $2,275 million (net) in gold, and $1,013 million was taken in 1959 to the 
end of August * * * 

Second (and this is significant) as long as the United States persists in its 
delusions of economic grandeur, it presumably will continue the lavish giving 
ud lending abroad. * * * A typical foreign viewpoint may well be, Why shoot 
the American Santa Claus; how much more sensible it is from a foreign point 
of view, to encourage Uncle Sam’s profligacy as long as possible? 


In speculation on “What will happen if foreign claimants choose to 
demand their gold ¢” the institute coneludes: 


However, we do know this: If Russia had been able to plant its agents, un- 
known Alger Hisses and Harry Dexter Whites, in key positions of the U.S. 
Government with instructions to carry out Lenin’s plan for destruction of a 
“capitalistic” economy by means of inflating, they hardly could have accom- 
plished a more thorough job of “gutting” the economy by extending its basic 
vold reserves. With incredible folly, presumably honorable and sincere men in 
positions of authority have accomplished in a decade what Harry Dexter White 
apparently sought to accomplish when he arranged for Russia to have the plates 
from which we had printed our occupation currency during World War II. 
Thus has arisen the possibility, which need never have been permitted to exist, 
fa “ran” on the dollar. 


GROSECLOSE , WILLIAMS B ASSOCIATES 
Washington 5, OC 


Finonos! Anolysis ond Consultonts 


Prepared by 


WORLD MARKETS 


Lhe second most important thing in world interest, next to sound 
money, is to provide a stable and ready market for the products of 
the world. A stable market can be maintained only when there is a 
reasonably equal exchange. Our merchandise exports last year were 
about S16 billion: the cost of our oversea foreign policy exceeded $8 
billion. ‘Thus, it takes about half of all we export to meet the bill 
for Government transfers under our various foreign handout pro- 
granis. 

The Department of State invites attention to the fact that our for- 
eign aid program consumes only 2 percent of the gross national prod- 
uct. But this 2 percent is a major contributing factor to the flight 
of our gold and in creating deadly competition with our industry. 
Two percent of our GNP being given to foreigners is the equivalent 
oF 2O percent of our personal income tax. This 2 percent of our 
GNP is as important to our economic health as the skin on a man’s 
back. You don’t have to strip away much skin to produce an un- 
healthy state of the body. 


FOREIGN AID UNDERMINES OUR ECONOMY 


We could work our way out of this situation if this incessant for- 
eign aid drain, that is like a festering abscess, could be stopped. But 
the demands of the administration and the troublesome threats from 
abroad demanding more aid, or else, continue to mount. 

The total foreign aid cost, including interest on what we have bor- 
rowed to give away, now exceeds $10 billion annually, as Mr. Pass- 
man, the ‘distinguished chairman of your committee, has recently 
pointed out. The administration has already asked for spending au- 
thorizations of $4.175 billion for the current year for the mutual 
security program alone. This does not include the continuing cost 
of the U.S. garrisons abroad which totals $3.2 billion, or the numer- 
ous related aid and subsidy programs. 
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At atime when American exporters are hard put to maintain mar- 
kets abroad against the subsidized competition which they meet, an 
argument advanced by the administration for the foreign aid program 
is that foreign aid dollars finance our exports. It 1s obvious that 
little can be gained by giving foreigners resources to buy our goods, 
When a manufacturer’s product is given away—or sold for resources 
we have given to foreigners—rather than strengthen our economy, 
it sip jhons off our wealth. Money spent for goods and services to be 
eiven aw ay creates consumer buying Po but not consumer goods 
for Americans. Hence, such foreign aid is by its very nature in- 
flationary. 

The claim is made that 75 percent of our foreign aid funds go to pay 
for U.S. exports. One way of restating this is that if 75 percent of 
foreign aid dollars goes to buy U.S. products with American taxpayer 
dollars, then 25 percent goes to buy U.S. gold and marketable securi- 
ties, both of which undermine our economy. 

May I give you a concrete example of how this works. Foreign 
Commerce Weekly, the official Department of Commerce publication, 

for February 1, 1960, announced that hereafter all imports of nine 

ategories of goods would be only by means of ICA procurement au- 
thorizations, financed through a 830 million ICA defense-support 
grant. Now the Iranian economy has am bowling along on a petro- 


le ‘um outflow which is bringing into the Iranian treasury a quarter bil- 


Hon annu indy a clo ars and ste rling exchange, in ac ldlition Lo S197 
milhon last ve 1 World Bank, Development Lea Fund, and EN x- 
port Import Banl k loans. Consequently, the etfect of this ICA erant is 
that the U.S. « cCOnomyV Must find $30 million worth of merchandise to 
ship to Iran gratis. Then we must turn around and find more mer- 
cha ne to ship in order to pay for the petroleum which Iran is export- 
ng to this country in competition with domestic petroleum 


rhe end result of all these transactions is we are creatit eo an arti- 
ficial and planned economy in which is incorporated a foreign aid 
program contrary to sound principles of international trade. 


OUR FOREIGN AID CREATES COMPETITION 


[ could speak at length upon the way foreign aid, necessarily subsi- 
mone = heavy esto our industry, is destroying the very Ameri- 
can enterprise that generates a part of this support. Foreign aid 


fosters competition from abroad by equip ping the rest of the world 
vith the most modern machinery so that, with che ‘ap labor and low tax 
rates, foreign industry floods the U.S. markets. 

Asa consequence, most industrial nations are enjoying unprece- 
dented pre _ rity. They have made substantial tax reductions. Their 
economies, thanks to our foreign handouts, are flourishing. 

I went through Europe last October. The economy there was oper- 
ating on a basis well above a prewar level and the standard of living 
and employment was at an all-time high. I have just returned from a 
trip to Japan. This country, by virtue of sound government fiscal 
policies, rehabilitation of plants and working long hours and tight- 
ening the belt, has progressed to a point where it not only can st tand 
on its own feet but could, if willing, be of substantial assistance to 
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many underdeveloped countries in the Far East. This should make 
possible less support on our part. 

In studying the rehabilitation of both West Germany and Japan, 
there is a Very important lesson which we should learn. For a present- 
day country to remain competitive in world markets, labor standards 
and reduced government expenditures are necessary. West Germany 

and Japan did not spend themselves into prosperity ; rather, they 
worked and economized themselves into prosperity. Furthermore, 
you do not see loose gifts poured out of their treasuries. 
* Tt is our considered opinion that the handout program and the many 
Government grants and weak loans are undermining the free enter- 
prise system and the ¢ apitalistic system in different areas of the world. 
Soft money is competing with hard money and undermining the U.S. 
foreign investments abroad. 

\t this time, I want to point out how our foreign aid and reciprocal 
trade agreements constitute a combination of economic forces with 
which our own industry cannot compete. The illustrations which 
follow are taken from the second and third articles of a series pub- 
lished by the New York Daily News March 30 and 31 of this year. 


luring the past decade and a half, we have poured more than $75 billion into 
ese countries to help rebuild their industries and to create jobs and buying 
ver so the United States could sell goods abroad. 
We supplied them with the best machinery, engineers, and technical know-how 
iid provide. We invited their trade and engineering missions here to 
; r sales methods and production techniques. We dispatched similar 
US. groups abroad to learn their problems. 
Underlying the whole program was the hope of obtaining for the foreign 
in improved standard of living, which would make him jess susceptible 
indishments of communism. 


When a bankrupt business or country has been rehabilitated, there 
es a time when it must st: and on its own feet. 


fhe situation with reference to dumping imports into the American 
markets and thereby creating ghost towns and unemployment which 
are in turn subsidized by the unemployment insurance at the expense 
of the American taxpayer is extremely serious. 
Last year our car exports dropped to less than one-fifth of our 
ts. Which totaled 668,000 cars. For every car we fail to export 
iobs are lost. Over 170.000 employees were drop ped from the pay- 
roll in 5 years. Our mosaic tile industry has lost 45 percent of its 
markets since World War II. The U.S. textile industry has suffered 
enormous losses in the sais ‘tion of ety nt resulting from ¢ heap 


foreion competition. American Knit Glove Association stated that 
of 44 manufacturers in business in 1947, only 12 now remain. The 
Woe Virginia pottery industry was one of the world’s largest. 
Today. 87 percent of the pottery sold in the United States is made 
tbroad. Forty-three percent of the State’s glass works industry has 
been lost to foreigners. Tlomer Laughlin China Co., of Newell, 
W. Va., had to reduce its employment from 4,500 to 1,000, Many 
miners and other workers have exhausted their unemployment and 
Welfare benefits, and currently some 468,000 people are living on 
surplus Government food.® 


Nt York Daily News, Mar. 30, 31, 1960. 
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FOREIGN HANDOUTS—-UNSOUND, POORLY ADMINISTERED, FAILURE 


The Mutual Security Act of 1959 is one of the greatest pieces of 
pork barrel legislation ever conceived. Neither this nor any other 
Congress will reduce or restrain spending at home so long as it votes 
colossal foreign handouts. 

It is most unrealistic to assume that 6 percent of the world popu- 
lation, even though we have many resources, can indefinitely support 
o4 percent of the world population by a handout program. 

Proponents of global, continuing and ever-expanding foreign aid 
to include new countries as they are born around the world, would 
have the American people believe that the free world would suddenly 
collapse if foreign aid is killed. Yet, in most instances, foreign 
handouts have failed utterly to arrest the spread of communism. 

In 1950, Haile Selassie was the only African ruler to send troops 
to Korea. However, so bungling has been the administration of the 
millions we have poured into Ethiopia that Haile Selassie has noi 
turned to Moscow. In Selassie’s own words he admires the Soviei 
Union “and the leading role they are playing in the struggle for 
universal peace, freedom, and independence of the small countries.” 

The recent trip of Vice President Nixon into South America did 
not indicate our handouts had improved our relations. The Cuban 
situation hardly suggests customary handouts as the solution. Giving 
Bolivia $125 million a year to support a Communist government which 
has seized private property certainly is not the answer. There 1 
much leftist turbulence in Panama, Guatemala, and Venezuela, which 
incidentally is one of the richest countries, per capita, in the world, 

As this is being prepared, we have near chaos in Korea, which has 
been a chief recipient of foreign aid. This Korean uprising: poses 4 
grave problem for our Defense Department. There we have the 1st 
and 7th American Divisions. These divisions, being greatly under- 
strength, have filled their vacancies with South Koreans. Some 7! 
percent of the combat. soldiers are now made up of Koreans. Sup- 
pose civil war breaks out—will these Koreans remain loyal to their 
American command, or will they desert? 7° In Indonesia, where we 
have dumped millions and which is now under the control of Sukarn 
whose allegiance is questionable, is another illustration where our lush 
giveaway has not reversed the trend towards the left. 


FREE TRADE 


The question of GATT and American tariffs is a long and compli 
cated and highly controversial subject which is tied into the program 
of liquidating the American economy. If we really could have com- 
plete free trade, which was not a one-way street, and if wages wer 
somewhat equal among all the people of the world, few Americans 
would object. However, our internationalist leaders seem to be seek- 
ing something entirely different. They would remove our own tarif 
barriers. This would permit any and every country in the world t0 
dump its products on the United States. Meanwhile the currency 

licenses and controls exercised by foreign governments and number 


’ Washington Star. Apr. 19, 1960, article by Richard Fryklund 
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less other restrictions such as import quotas and outright prohibition 
deny American exports to those same omnes: ies. It appears that our 
planners of the international world have as their objective to pull the 
American standard of living down to the lowest level of that existing 
in Africa or the Far East. And they are making substantial he: ad- 

way. One of the most important tools existing to accomplish this is 
our wasteful and unrealistic foreign aid program. 

In the international markets we are today competing against the 
most modern plants, competing against labor rates which in Europe 
are one-fifth of what they are in “Americ a and one-tenth in the Far 
East of what they are in America. The only vehicle that we have left 
whereby we could, under reasonable conditions, compete with our 
international competitors whom we set up by route of foreign aid is 
by reinsuring private credits and inst: allment sales. This last. vehi- 
cle will be destroyed if we lose our financial position in the inter- 
national security markets by virtue of excessive giveaway programs 
and the flight of gold. 
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The problem of international lending is not a simple one. How- 
ever, a program centered about the Export-Import Bank staffed by 
specialists rather than our ICA handout program would be more desir- 
able. Instead, we are providing new avenues of dissipating our wealth 
through the projected International Development Association and 
the recently created Inter-American Development Bank for Latin 
American lending. When it comes to making loans in the interna- 
tional economy, we have bankers who are competent and we do not 


















rorld., have to have 60 people from as many nationalities sitting around from 
hich has | allareas of civilization to help hand out our resources. 

poses a I testified on this subject a number of years ago and it was the only 
» the Ist | dissenting vote when Harry Dexter White sold this package to some 
- under. | ofour Federal Reserve officials. 

Some 75 

. Sup: GENERAL OBSERVATIONS 

to their : . ae ; es ‘ 
here we Our Government is rapidly drifting from a free capitalistic society 
Sukarno | toasocialistic government. 






The one-world philosophy plus our unsound fiscal policies can only 
result in pulling our standard of living down to the standard of the 
underdeveloped countries. 

Billions are being squandered on a global basis without adequate 
control and in areas where our people do not have the opportunity to 


our lush 








compli: | observe the results. As the testimony of our Dean Clarence Manion 
rogram | Soably shows, these appropriations are unconstitutional. 





When a family lives beyond its income it is axiomatic that bank- 
ruptey results. When a business falls into financial difficulty, a re- 
celver is appointed. When a Government spends more than its in- 
come and mortgages the future of several gener: ations, rampant infla- 
tion, coll: apse of 1 its economy, and a bre akdown ot its soe ‘lal structure 
follow. 

I be lie ve we all recognize that we are living in 1960 when the world 
has shrunk by reason of modern communications. The fact remains 
we have grown and prospered over many years by adhering to our 
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constitutional form of government. Adherence to sound principles 
and our Constitution has produced a nation with the highest standard 
of education, the greatest wealth per ae 1, and the highest standard 
of living the world has ever known. Under our Constitution, 
society of truly freemen has evolved. 

Under this Constitution, our Government is the servant of the y 
ple rather than the people being servants of the Government. 

The foreign aid program presents to you gentlemen of the House 
Appropriations thie anasnitbes on Foreign Operations with a real 


opportunity and challenge to bring about economy and efficiency in 
Government. 


a 


peo- 


RECOMMENDATIONS 


A year ago our committee made constructive recommendations sys- 
tematically to rationalize the foreign aid program and put it ona 
business and self-liquidating basis. The substance of these recom- 
mendations is now repeated : 

That we return substantially to private enterprise in finane- 
ing the free world nations plus utilizing Export-Import Bank 
which would restore to the beneficiary nation the integrity, re- 
spectability and responsibility lacking in government-to-govern- 
ment handouts. 

That our traditional general private charity and Govern- 
ment grants to relieve disaster be continued; that we encourage 
the ‘org of our private missionary efforts. 

That for our own and the free-world survival. the United 
Sti ites build and maintain overwhelming air, space 
ae v over that of the Soviet Union. 

That we cease immediately using foreign aid to enable socialistic 
vovernments to finance government- owned industries that discourage 
private enterprise, support a basic principle of communism, and are a 
= threat to American industry. 

That se » long as vovernmental foreion aid is continued, the re- 
akan governments should pay a part of the costs: that after the 
present program is terminated our technical, scientific 
tional assistance be extended on a 
gh who seek our aid. 


. nuclear su- 


. and educa- 
cash or loan basis only to friendly 


That greater encouragement be given to private capital as a 
initiate for Government-financed programs, 

That soft loans and local currency loans, which represent an un- 
seta’ pre actice, be abandoned. 

That courterpart funds, which are impossible to administer 
effectively and are a political fester in foreign countries, be liquidated 
by sale on the best terms obtainable and all counterparts accounts be 
mnie 

That until foreign aid is terminated, the General Accom ing 
Offic ‘e be given greater st: atutory authority of supe rvision and con- 
trol over the manner in which all fore ‘ign aid funds are being spent. 

10. That we restore the setting of gr: iduated tariffs to a commission 
reporting to Congress in Washington, so that American industry will 
be able to establish rates by experts rather than trading on the hens 


of averages in Geneva. This is in line with what is provided in our 
Constitution. 
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. That the President’s 1 request for $4.175 billion foreign aid ap- 
sag atte for fiscal year 1960 should be reduced by $2 175 billion. 
This recommendation is made with a view to the termination of for- 

» aid at the close of fiscal year 1962, with the exception of limited 
military assistance to countries and areas directly threatened by Red 
roression. 

7 thank you. 

Mr. Passman. Thank you very much for appearing before the com- 
mittee. It is obvious that much research and time and thought and 
experience have gone into the preparation of your statement. You 
may rest assured the committee will read your statement over and 
over again, and trace some of the statistics you have given to us. 
We are sure your og ntation will be of help to the committee when 
we reach that day of having to mark up the bill. We are gr: ite ful 
that you have t: eee the time out of your busy life to appear here 
today. 

Mr. Campbell, we shall be pleased to hear from you. Mr. Camp- 
bell is the editor of Steel magazine, Cleveland, Ohio, appearing at 
the invitation of the Citizens Foreign Aid Committee before the House 
Subcommittee on Foreign Operations Appropriations. 

You may proceed, sir, 


STATEMENT OF Mr. WALTER J. CAMPBELL 


Mr. Camppetn. Mr. Chairman and members of the committee, my 
name is Walter J. Campbell. I am editor of Steel, the metalworking 
weekly, published in Cleveland, Ohio. We have a staff of 37 full- 
time editors. Steel is a magazine devoted to the metalworking and 
metal-producing industries. Its readers are the managers of those 
industries. For 23 years I have been reporting metalworking ac- 
tivities. My duties as editor take me frequently into metalworking 
plants. My speechmaking each year takes me across the continent. 
Duties have also taken me to Europe. I was graduated from Ohio 
Wesleyan University in 1929 and for 9 years before joining Steel 
Was & newspaper reporter, 

Metalworking is the largest of all industries. Last year, its gross 
sales were more than $145 billion. This year’s sales will exceed $150 
billion. Metalworking accounts for 43 percent of all manufacturing 
employment in the country. Met: aed king sales and employment are 
approximately equal to the combined total of the next five —— 
industries: Food and beverages, petroleum and coal products, chen 
icals, lumber and furniture, and textiles. 

Mr. Passman. If the gentleman will yield, this may surprise som¢ 
members—it did me—that the farmer consumes more steel than the 
entire automobile industry. 

Mr. Camppenn. It does not surprise me, sir. 

Mr. Passman. That is the record, that the farmer consumes more 
steel than the entire automobile industry combined. 

Mr. Campreti. To this committee, I want to disqualify myself as 
having any opinions regarding foreign aid per se. My remarks are 
not intended to be political and will be confined to factual observa- 
tions on the impact of foreign competition on American metalworking 
and metal-producing industries. 








I6S2 


Although I am here by invitation of the Citizens Foreign Aid 
Committee, my observations are my own, plus some obtained from 
my associates on Steel magazine. Included will be some facts we 
collected in the normal pursuance of our editorial job. 


PROBLEMS OF INCREASED IMPORTS AND DECREASED EXPORTS O1 
STEEL MILL PRODUCTS 


There is a deep and growing concern among metalworking man- 
agers over the inroads being made in the metalworking and metal- 
producing industries by foreign manufacturers in the last decade and 
particularly within the last several years. 

Not only are we importing much larger quantities of metalworking 
products into this country, but our manufacturers are losing export 
sales which formerly constituted a substantial part of their market. 

The result is not only a serious loss in business for our manufae- 
turers, but a loss of employment possibilities for our workers anda 
loss of taxes to our Government. 

We believe the problem is the gravest yet faced by American in- 
dustry. We believe that, unless checked, the rising tide of imports 
and loss of exports can make the United States a “have not” and a 

“has been” nation. We believe this country could experience a de- 
cline comparable to that of Spain in the 17th century and that of 
England in the early part of the pole 

The enormity of the problem is not yet fully recognized, even by the 
companies and ‘industries most affected. 

For example, much has been said about the increase in imports of 
finished steel products. Finished steel products are the most impor- 
tant raw materials of the metalworking industries. Traditionally, we 
have exported much more than we have imported. 

That tide has turned. 

Three years ago, in 1957, we imported 1.1 million tons of steel mill 
products. Last year, 1959, we imported 4.4 million tons. In just 2 
years, our imports increased by 3.3 million tons. 

But looking at the steel import figures is like watching a baseball 
game through a knothole, where your view is limited to the pitcher’s 
mound and the pitcher’s activities. You don’t know what’s going on 
unless you can see the batsman, the catcher, the infield, and the out- 
field. 

Let’s glance at homeplate. 

In 1957. we exported 5.2 million tons of steel mill products. Last 
year, our exports dropped to 1.5 million tons, a decline of 3.7 million 
tons in 2 years. 

That increase in imports and decrease in exports means that. 7 mil- 
lion tons of finished steel products were not. produced in American 
mills, or by American labor. Seven million tons of finished steel 
products are equal to 10 million tons of steel ingots, or about 11 per- 
cent of our 1959 production, 

Had that 7 million tons of steel been produced in this country, it 
would have provided employment for 56,000 more people in the pri- 
mary steel industry. ‘That calculation is based on the industry exper!- 
ence of 16 man-hours required to produce a ton of finished steel. 
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But the increased imports and decreased exports of steel mill prod 
ucts still represent only a knothole view of what is happening to the 
steel producing industry. 

Let's look at first base. : 

There are Important further losses to the stee] producing Indust ry 
in the Increase in imports and decrease In exports of end products 
which are made of steel. i coat n 

For example, last year we imported 625,000 foreign built passenget 
cars. ‘That was 580.000 more than we brought in in 1955. At the 
sume time, our exports of American-built passenger cars dropped to 
only 115,000, less than half what they were in 1955. In other words, 
we are losing the production of more than 100,000 passenger cars all 
nually. That production is being lost to foreign competitors. _ 

Now the average automobile requires 134 tons of finished steel in its 
manufacture. The automobiles lost to foreign compet itors would have 
required ali additional ]1 | million tons of finished steel annually. 

That amount of steel production would have provided employment 
in the steel industry for an additional 10,000 workers. 

Statisticians in the American automobile industry figure that 187 
man-hours in direct labor go into the production of each passenger car. 
Thus the loss of 700,000 automobiles to foreign competitors means that 
job opportunities were denied to 65,000 American workers. 

Those computations are based on direct labor only. Such direct job 
losses in steel mills and auto plants alone total more than 130,000. 

If it were possible to compute such job losses among all the suppliers 
of goods and services to the steel and automotive industries, the em 
ployment loss would be much more frightening. 

Ralph Kraut, president, Giddings & Lewis Machine Tool Co., Fond 
du Lac, Wis., and former president of the National Machine Tool 
Builders Association, figures that if we roll back labor requirements 
for making an automobile, all the way to the farms and the mines, 
(00,000 cars would represent the labor of 850,000 people. 

Now let’s take a look at fasteners—bolts, nuts, rivets, screws. 

Back in 1953, we imported 16 million pounds of fasteners. 

By 1957, imports had more than doubled—to about 34 million 
pounds, 

By 1959, imports again had doubled to nearly 70 million pounds, and 
throughout the year there was a sharp and steady increase in imports. 

Statistics available for the early part of 1960 show that we are im 

porting fasteners at an annual rate of 218 million pounds. Mr. Wil- 
liam E. Ward, president of Russell, Burdsall & Ward Bolt & Nut. Co.. 
of Port Chester, N.Y., believes 1960 imports will be at least that high. 
hat would be triple the 1959 imports and would be three times the 
output of the largest independent fastener company in the United 
States, according to Mr. Ward. 
a Now bolts, nuts, screws, and rivets use steel as their raw material. 
Phe indicated imports in 1960 would require more than 130,000 tons 
of steel to produce. That amount of steel, lost to American mills. 
would provide jobs for another 1,000 workers. 

The loss of jobs to American workers in fastener plants will be 
het ween 2.500 and 3,000, since the production of fasteners requires 15 
fo 00 man-hours per ton. 
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[ wish that statistics were available to permit a similar detailed 
analysis and tabulation of the total amount of steel that is lost to 
American mills and the number of jobs that are denied Americans 
by the increased imports and lowered exports of such end products 
as machine tools, sewing machines, typewriters, bic 


veles, tableware. 
electrical generat ing equipment, elect ronic components, radios, optical 
equipment, twist drills, handtools, surgical instruments, and scores of 
other products of the metalworking industry. 

However, statistics on umports and exports of these products are 
not amenable to such analysis—at least not in, the time and to the 
facilities I have available. 

But market analysts for stee] producers tell me they are much more 
concerned over the loss of steel markets resulting from the inroads 
of foreign competitors on metalworking end products than they are 
with the direct loss of steel mill products to foreign steelmakers. 

But, of course, the big pinch comes in the particular segment of 
the metalworking industry involved. 

Let's take a look at what is happening in sewing machines. I 
1949 we imported 37,800, according to the Singer Manufacturing Co. 
In 1950 imports more than quadrupled to 153,000 units. Last year 
we imported 1,229,400 units. Japan alone now ships more than 
million units a year to this country. 

This development is rough on the people who are, or who were, ll 
the domestic sewing machine industry. It is rough on the workers 11 
the domestic sewing machine industry, Just as it is rough on the auto- 
workers, the steelworkers, the workers in fastener plants. But sewing 
machines probably are not considered a critical or strategic product 
and if the Japanese can manufacture them, ship them over here, and 
sell them at lower prices than can domestic manufacturers, there are 
many who will shrug off the loss of this industry, just as we shrugged 
off the loss of the watch indust ry ancl a large segment of the bicyel 
industry, and as we are shrugging off the loss of a big share of the 
typewriter and standard business machine industry. It’s tough 0! 
the people in the business, on their employees ancl their suppliers, 
but. 

MACHINE TOOL INDUSTRY 


Let’s turn now toan industry that has not only economic but national 
security implications. I refer, of course, to the machine tool industry 

Machine tools often are called the “master tools of industry.” The 
are the basic machines which cut and form metal and without which 
nothing made of metal could be manufactured in significant quantities 
Our standard of living and the defense posture of the country rest 0! 
machine tools. Without them, we would not have automobiles 0 
refrigerators. Without them, we would be helpless in producing de 
fense materiel. We would have to fight with bows and arrows in this 
missile age. 

In the reconstruction that followed World War IT, Western Euro 
pean countries, often with American financial aid, built many moder! 
machine tool plants. .As the capacity of those new and modern plants 
crew, they filled the demand from their own industries and the 
started looking abroad for markets. They made terrific inroads 0 
markets formerly held by American machine tool builders, in foreig! 
lands and here in America. 





detailed 

lost. to 
nericans 
rroduets 
bleware, 
. optical 
scores of 


ucts are 
d to the 


ich more 

inroads 
they are 
rs. 


‘ment of 


nes. In 
ring Co. 
“AST year 
» than a 


were, 
yrkers i 
he auto- 
t sewing 
product 
ere, and 
here are 
hrugged 
e bicycle 
re of the 
ough on 
uppliers, 


national 
industry. 
* i 
ut which 
lantities. 
v rest on 
obiles or 
wing de- 
vs in this 


rm Euro 
y moder! 
rn. plants 
und thel 
roads 0! 
1 foreign 


2089 


In the thirties and forties, 25 to 30 percent of the output of U.S. 
uachine tool plants was sold abroad. Some years, it ran as high as 
1) percent of total output. 

In the last few years only about 10 percent of American machine 
tool production has been sold abroad. Markets formerly held by the 
Us. builders have been taken over by Germany, England, France, 
lia ly, + one other European countries. 

Foreign machine tools are invading our domestic market in ever 

creasing numbers. The National Machine Tool Builders Associa- 

a trade association representing 90 percent of the American 

dustry, estimates that the percentage of the domestic market for 

ae purpose machine tools increased from 6.3 percent in 1955 to 
) percent In L959. 

as an C. Mattison, Rockford, Ill., president of the Mattison Machine 
Works and president of the National Machine Tool Builders Associa- 
t says machine tool imports in 1959 were 40 percent higher in 

w Volume than imports during 1954. 

The effect of the loss of exports and the increase in imports of 
foreign built machine tools has been to create a rather serious reces- 
sion in the machine tool industry. 

I an attempt at self preservation, many machine tool builders have 

. bought, or otherwise acquired manufacturing capacity in Eu- 
rope to take advantage of the much cheaper labor available there. 
Added incentives to having manufacturing capacity abroad are sup- 
plied in more favorable tax policies in some cases and in avoiding 
restrictions which European countries place on imports of machine 
tools built in America. 

surveys by our editors and by the National Machine Tool Builders 
Asso ‘iation indicate that half of all the companies building mac ane 
tools now have or are in process of acquiring manufacturing facilitie 
abroad. 

Gentlemen, as I watch the exodus of machine tool builders to for- 
eign lands, I have to shudder at the thought of what would happen to 

a national emergency such as we faced in 1941 and 1942, or in 
1950. IT shudder to think what would happen if Russia should de- 
cide to send her armies out over Europe tothe Atlantic. 

To say that the move of U.S. machine tool capacity to Europe rep- 
resents a serious threat to national security is an understatement. 


NONFERROUS METALS 


What has been happening in steel mill products and end products 
made of ferrous materials has also been happening to nonferrous 
hetals, 

lmports of brass mill products increased from 21 million pounds in 
4 to 199 million pounds in 1959—an almost tenfold increase. 

Those imports are cutting into a market already sorely hit by a 
(ecline in demand for some of their products and by competition from 
other materials. 

_ Domestic brass mill shipments dropped from 3.6 billion pounds in 
45 to 1.9 billion pounds in 1959. A mild increase is expected this 
Vvear but that is small comfort to domestic brass people who are sitting 
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on more than 2 billion pounds of idle eapacity while their OVeTS¢ 
compet it« rs are oper: iting at capac ity. 

Domestic brass mil] products people find they Just can’t compet 
In price with foreign producers. They are u nderbid bis as much as 
20 cents a pound. Lately, American companies have been trying | 
beat oversea compet itors by cuttine domestic prices, But they au 
unable to reduce their costs as much as they cul prices, Price cutting 
without cost reduction 1s no solution to their problem. 

Recently, we have been getting ner ey frequent reports of 
workers in brass mills being furloughed ¢ r placed on shorter wol 
weeks as a result of the inroads of oversea eomaditi 

I could outline the problems of other segments of aa metalworking 
and metal produci ing industries as a result of the rising tide of fo 
elon ( ‘oOlMpedllt lon. But the facts would be much the same. 


WITY VULNERABLE TO COMPETITION FROM FOREIGN MANUFACTURERS 


Let me turn now to some observations as to why we are so vulnerabk 
to competition from foreign manufacturers. 

l. We have aided financially the establishment of modern indust 
plants in our foreign aid programs. 

Their plants over there are good, make no mistake about it. 

We have shared our technological know-how with the politically 
friendly countries who now are our industrial competitors 

3. In our preoccupation with foreign aid, we have neglected domes 
tic ald which other governments have granted their industries. 

For example, the U.S. depreciation rules and regulations are among 
the most archaic in the world. The countries which are offering us 
strong competition have modernized their depreciation regulations to 
encourage modernization and efficiency of industry. Too often, our 
depreciation rules penalize the company that wants to modernize. 

And, as you know, many foreign governments have aided their 1 
dustries seeking export m: arkets by extending or guaranteeing credit 
They have protected their home markets through various devices we 
have abandoned Import quotas and restrictions, subsidies. 

4. Our industries pay wage rates which are fantastically higher tha 
those paid by our foreign competitors. 


DISPARITY IN LABOR COSTS 


The last reason—the disparity in labor costs—is the most important 

I am confident that American metalworking and metal producing 
companies could hold their own against any competition in the world 
were wage rates more nearly comparable. I believe we could evel 
pay our workers a substantial premium and still compete. 

But the differential in wage rates has grown so great that we ar 
just “sitting ducks” for foreign competitors, and some other means of 
equalizing the situation will have to be found. 

A few minutes ago, we were talking about the machine tool industr 
Generally speaking, half the cost of a machine tool is in direct wages 

The average rate for production workers in the American machine 
tool industry, exclusive of fringe benefits, is $2.40 an hour. That com 
pares with Western European rates as follows: England, 85 cents a 
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hour: Germany, 60 cents an hour; Italy, 35 cents an hour. Our labor 
costs in the machine tool industry are four times greater than those 
in Germany, seven greater than those in It: ily, and three times greater 


than those in E neland. 
This means that in a machine tool eostina SLOQOOO in the United 
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States. the labor cost is 85.000. The labor cost on the same machine in 






Germany Is only $1,250. 

The German manufacturer has other cost advantages arising from 
the difference in wage scales. A considerable portion of the cost of 
the machine tool is represented by components such as motors and 
electrical systems. The lower wage scales in Germany means that 
those components also cost less than the BV ie inthis countr y- 

That explains why Western European machine tool builders can 
manufacture products in their modern plants, ship them to this coun 
try, paying freight, insurance, and tariif, and still undersell domestic 
builders by 50 percent. 

It explains why so many of our machine tool builders have been 
forced to build or buy plants abroad—to take advantage of lower 
labor costs so as to compete in the world market. lt explains why 
our machine tool industry, so necessary for the maintenance of effi 
ciency in our industry and so essential to any national defense program, 






eports of 


rter wor! 







working 


le of for. 






'URERS 





ulnerable 






ndustria 






isin trouble. 

In some other categories of metalworking, the disparity in wage 
costs is even more pronounced. 

During the 1959 steel strike, we collected the best data available 
on average hourly earnings in the leading steel producing countries. 
To get comparable figures, we had to use the year 1957, because data 
were not available from some countries for more recent vears. The 
American [ron & Steel Institute had the same experience we had and 
came up with almost identical figures. 

Our figures show average hourly earnings in the United States were 
s2.92 an hour. 

In Germany, they were 67 cents. 

In United Kingdom, they were 80 cents an hour. 

In Belgium, they were 7714 cents an hour. 

And in Japan, they were 41 cents an hour. 

In other words, gentlemen, American steel producers were paying 
their workers more than seven times as much as were Japanese steel 
makers, more than four times as much as German steelmakers, and 
more than three and a half as much as British steelmakers. 

The disparity in wage rates, of course, has been increased by the 
wage contract signed by American steelmakers and the United Steel 
Workers in January. That contract will raise the employment costs 
for American steelmakers by 40 cents an hour over the term of the 
contract. Meanwhile, foreign steelworkers are glad to settle for 
Increases approximating 5 cents an hour. 

It takes about 16 man-hours to produce a ton of finished steel. 
Under present wage rates, that means the cost of labor input per ton 
of steel in this country now is about $60 a ton. In bday ‘rm Europe, 
the labor input cost is around $12 to $14 a ton, and in Japan, it is 
in the neighborhood of $7 to $8. 

The steelm: iking facilities of those countries is just as modern, and 
in some eases more modern, than the facilities in this country. With 
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a labor saving of 850 a ton, it is no wonder that foreign steelmakers 
ean flood world and American markets with material at prices $30 
toS40 aton under the costs of American mills. 

The narrowing margin of American technological superiority ean 
no longer overcome so enormous a cost disadvantage. 

What we have said about wages in the machine tool and the stee] 
industry is. ot course, true of other seoments of met: alworking with 
only minor variations. In France, a year ago, I visited an extremely 
modern auto plant in which a substantial share of output was ear- 
marked for export to America. The workers in this plant received the 
equivalent of $90 a month, less than what a Detroit autoworker gets 
for 1 week. 

The rising tide of metalworking imports into this country and the 
diminution of our metalworking exports pose one ot the oravest prob- 
lems our metalworking industry ever has faced. And metalworking 
nas made possible the standard ot living whieh made us the envy ot 
the world. If it is weakened, so our standard of living will be lowered, 
Our world leadership will be impossible to maintain. 

We think the problem is exceedingly grave today. We think it will 
vet Worse before it avets be tTter, 

Some ot our people Sav hope fully that } In time the standard of living 
mong our politically friendly competitors will rise and that their 
wage rates will be foreed up. l hope that is true. But to dlate, our 
wage costs have been rising much more rapidly than in any other 
country. 

I believe that foreign competition’s inroads on the metalworking 
industries has become il national problem and should be recognized as 
Suen. 

[ believe that we must modernize our depreciation system to encour- 
age Increasing our production efficiency. 

I believe that our Government must take all proper steps to aid 
\merican industry maintain a position in world trade. 

[ personally dislike artificial restraints on trade and doubt that they 
can prove effective ina world grown suddenly small. 

But I also dislike the idea of handicapping American industry 
through artificial restraints and through policies which give an unfair 
advantage to foreign competitors. 

I am going to conclude these remarks with a little story which we 
published in Steel last May 11, under the title, “The Case of the 
V3 nis hing Taxes.” 

Briefly, the story: An American steelmaker bid on a contract for 
ship plates for the Navy. The American producer was underbid by 

. foreign producer by $387,000. The foreign steelmaker got the con- 
tract. 

The American steelmaker felt a little frustrated. He asked | 
aecountants and tax experts to ve out how much the company and 


its employees would have paid in additional Federal income taxes 
had the American received the seit act and processed the plates. 
The tax experts came up with this answer. The company and its 


employees would have paid in direct income taxes $67,000 additional 
had the American company received the contract. 
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so the American Government saved $37,000 in purchase price. But 
it lost $67,000 in direct income taxes, indie ating a net loss to the Gov- 
ernment of $30,000. 

Thank vou. 

Mr. Passman. Thank you, Mr. Campbell. There is a direct rela- 

tionship to our spending abroad in the situation you have so ably 
described. 
[ believe I can speak for the other members of the committee in say- 
ng that we are grateful that you would take the time out of your 
nsy life to come before the committee and share wth us the knowledge 
ontained in your statement. 

[ am sure that each member of the committee will read it care- 
a and thoughtfully. I have never had an opportunity to go that 
far into what is happening in the steel industry, but it is obvious that 
can be carried into all of the fields of endeavor; and the part with 
respect to taxes documents what I have said time and time again. 
When you extract the amount of taxes we are taking from the Amer- 
ican people to continue the spending level as high as we have it, it 
is just a question of time when we will not be competing, in my opinion, 
on anything we manufacture in America. 

Thank you again. 

Phe next witness will be Colonel Rockwell. 


} 


STATEMENT OF Cox. WILLARD F. Rock WELL 


Colonel Rockwetr. Sir, [have a little story here of what Iam doing. 
Mr. Chairman and members of the committee, my name is Willard F. 
Rockwell. I am chairman of the board of Rockwell Manufacturing 
Co. and Rockwell-Standard Corp., which together had sales of over 
$400 million in 1959, over 19,000 employees, and over 43,000 stock- 
holders. These companies operate from 1 to 7 plants in 18 different 
States. 4 wholly owned plants in Canada, Germany, and Switzerland, 
ind have parti: ally owned plants in Canada and Brazil, with affiliated 
companies in other foreign countries, including England, India, Italy, 

ind Mexic oO. 

For this committee’s information on my record, my military service 
started in the Massachusetts militia more than 50 years ago. I have 
been on active duty with the Army periodically since World War I, 
including the day when Pearl Harbor was attacked. At that time, | 
vas re sig on account of age from combat duty, so I advised the 
Adjuta t General that I could not be assigned to any oe che involv- 
ing military procurement which might subject me to a charge of con 
liet of interest. 

[ was appointed Director of Production and Procurement in the 
Maritime Commission, where I served from April 1942 until 1944. 
I served simultaneously on the Army and Navy Munitions Board's 
Executive Committee and the War Production Board’s Requirements 
Committee, ete. 

In December 1953, I was asked by former Governor Stassen, whom 
[ had never met, to meet him and President-elect Eisenhower at the 
headquarters in the Commodore Hotel in New York City. It was 
known that Governor Stassen was to become Director of the Mutual 
Security Agency, but no decisions had been announced on future pol 
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icies of that agency. which is shown by the press release of January 17, 
1953, reproduced herewith 


PRESS RELEASE OF JANUARY 17, 19538 


extract 

“In a meeting in New York on Friday, January 16, 1955, with General Eisen. 
hower and Governor Stassen, Colonel Rockwell was advised that he had been 
drafted for service with the Mutual Security Agency. It has been announce 


through the press that there will be considerable revision and consolidation wit) 
such other agencies as the Nconomic Cooperation Administration, but there 

no definite information available to permit conclusions as to the recommend; 
tions of the new administration or of the changes which may be expected afte 
due consideration by Congress 

After indoctrination in the mutual security headquarters in Feb- 
ruary, I was sent to Europe to study mutual security operations in 
France, Italy, and England, and to maintain contact with the several 
evaluation teams, which had been appointed by Governor Stassen to 
report on MSA status in all NATO countries. In March 1953, 1 was 
appointed Assistant Secretary of Defense for Logistics Sor Supply 
and relieved from my assignment with the Mutual Security Agency, 
Possibly my unfavorable MSA reports prompted this transfer, 

Secretary of Defense Wilson took me to see several members of the 
Senate Armed Services Committee, who told us that I would have 
to sell my shares of stock in various companies in which I was chief 
executive. When I explained that I had given a very large percent- 
age of such shares to my children and I h: ad no power or right to ask 
them to sell, the Senators explained that if I sok only my own stock 
there would be no objection to my nomination. I told them frankly, 
however, that I still would not feel free from the conflict-of-interest 
charge, in view of my family’s holdings, even though I had no interest 
other than the very strong interest in the future welfare of all other 
stockholders. 

Secretary Wilson believed that the Senate c — would change 
its mind if he assured them that I would not be placed in a position 
on any procurement where I would be dealing with companies in 
which I had a direct investment or indirect interest. He had an- 
other nominee for similar office who also held shares in companies 
with Government contracts, but ina very much smaller amount, and, 
as he predicted, this nominee was permitted to serve. Tlowever, he 
learned later that the Armed Services Committee would not permit 
me to serve unless I sold my stock, which, as IT said before, did not solve 
my personal problem regarding my children’s interests. This is the 
only industrialized nation in the world which does not draft its top in- 
dustrialists into service in a cfisis, Which implies that only Americans 
who make millions through peacetime production cannot be trusted to 
make their honest maximum effort to aid their homeland in its de- 
fense. Only a demagog would attempt to explain how selling his in- 
vestments purges a man whom they previously regarded as a doubt- 
ful character. Retention of such rules makes it impossible to obtain 
the services of qualified individuals in many vital Government posts 
at home and abroad. 

The Secretary asked me to serve in several other Pentagon positions, 
such as Acting Chairman of the Army and Navy Munitions Board 
during its period of dissolution when its functions were being trans- 
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ferred directly to the three military departments. I was also assigned 
to settle disputes concerning cooperation or conflict between the many 
(Government agencies which were empowered to loan or give away 
Federal funds or Federal property and services. I visited all NATO 
countries from Turkey to Norway, and so forth, to report on pro- 
ductivity in their orders for military materiel, placed by the United 
States of America. 


THE RED THREAT TO OUR ECONOMY 


Foreign aid has become a threat to our dollar, an added tax on our 
producers, and a subsidy to our foreign competitors. It has caused 
us to lose foreign business. It has ine reased domestic unemployment. 
It perils our investments in U.S. industry. It is encouraging flight 
of dollars, the export of U.S. jobs and the promotion of forei ign com- 
petition under our technical experts to an extent never encountered 
before in our history. 

When Premier Khrushchev made his threat that he would bury us, 
most of our citizens assumed that he was bragging of his growing 
military power. However, during his visit to our country, he went to 
great pains to explain that he was threatening us with his growing 
economic power, and that, through the : advantages of communism, he 
would destroy our competitive free enterprise system. Under Khru- 
shehev, Red Russia is neither a Communist or Socialist economy. It 
is practicing state capitalism under a supreme dictatorship, where 
every Indiv idual is ruled from cradle to grave, and personal security 
is dependent entirely on complete obedience to the ruler’s dictates. 

Our country has no slave labor force, but has become so paternal- 
istic that many shiftless individuals and malingerers are encouraged 
to seek our socialistic security payments for doing nothing. Thus the 
burden of taxes is increased on all who work for wages and hope to 
save and invest their savings in productive enterprises which provide 
more jobs. In Red Russia, not even a young mother is allowed to 
devote her time to her growing family, and any able-bodied citizen 
who does not work willingly is placed in slave labor camps, where 
they either work or starve. 

Inspired authors of our Constitution realized that, in dire emer- 
gencies, involving either internal or external disorders, it was necessary 
to convert this Republic t emporarily into a dictatorship, and, there- 
fore, made the President commander in chief, with almost full dicta- 
torial powers in wartime. Premier Khrushchev’s threat to resort to 
economic warfare is a very real one. Under his dictatorial powers, 
economic measures may well prove to be far more serious threats to 
our country than his missiles—the use of which would subject his 

country to massive retaliation and might destroy his economic aggres- 
sion forevermore. 

It is a well established fact that Red Russia used war prisoners as 
slave labor, giving them the minimum amount of housing, food, and 

clothing to extract the inhuman maximum amount of production. It 
is also known that Khrushchev completely dominates the economic life 
of the satellite states, particularly those where there is resistance to 
communism. He has forced them to deliver much of their produc- 
tion of food and goods where it will do the most good to Red Russia. 
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The billions owed to our country have not been paid back, and prob- 
ably never will be. The Kremlin has failed even to express gratitude 
for the billions in military materiel furnished his country during 
World War IT, when Russia was on the verge of economic and mili- 
tary exhaustion. 


FREE TRADE AND FOREIGN COMPETITION 


The theorists who believe in free trade internationally as the road 
to world peace seldom have an experience or practical knowledge of 
international compet itive conditions or economic warfare. It is only 
these theorists who really believe that this country can adopt free 
trade and maintain its world leadership, which we gained after ; 
little more than a century under the benefits of our competitive free 
enterprise system and our constitutional government. 

Che theorists know that our workers in the past have produced 
5 to 10 times as much as their European prototypes, but if they know, 
they do not explain how this was accomplished. It was done by plow- 
ing profits back into business and increasing the investment i 
mechanized, motorized, and automatic equipment to increase produe- 
tion and to free more common laborers (many of whom, in the past, 
were immigrants from foreign countries), so that laborers could 
become skilled workers and advance higher production methods to 
provide and earn higher wages, Their higher wages built our mass 
markets. 

The questions which the theorists never answer are, first, why our 
foreign competitors cannot adopt every cost-cutting method and dupli- 
cate every mac hine or device that we deve lop; and second, why the) 
cannot produce the end product at a far lower cost when they pay 
wages from one-fourth to one-tenth of what we pay. 

Postwar foreign aid was justified in countries where industri 
facilities, transportation, and powerplants were destroyed during the 
war. We taxed our people and gave money and loans to our friendly 
allies, our former allies, and our former enemies, many of whom are 
now enjoying prosperity far higher than in the prewar period. Our 
domestic producers are still being taxed to provide funds to aid these 
foreign nations, and billions are being poured out to provide them 
with military assistance, including our support of our military forces 
in foreign countries. 

We spent billions of U.S. taxpayers’ money to build up the econom 
strength of our foreign competitors. The time has not only come, 
but it is past, when the foreign aid—which is a subsidy to our foreigi 
competitors and a heavy tax on all U.S. citizens, both workers an 
investors—should be stopped. Even friendly foreign experts have 
pointed out that our country is growing weak internationally, an 
that if they are drawn into a Communist war of aggression, they 
would need our great U.S. productive capacity to win again—just 
as they did in World Wars I and IT. 

The British newspaper, Daily Mail, recently warned our Europea 
allies that they must not take advantage of our generosity, which. Is 
weakening our economic position, in this editorial quote : 

Without generous dollar aid (from the United States), Europe’s present pros 
perity would have been impossible; having achieved it, she (Europe) is n0 
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wittingly or not, turning it against her benefactor. America must expect 
intensitied competition everywhere from these two new economic blocs. 


PRE-WORLD WAR II COMPETITION 


Even before the war, there were many manufacturers in Europe 
and Japan who were world leaders in the production of various essen- 
tial products. Phillips of Holland, Olivetti of Italy, Krupp of Ger- 
many, and Mitsubishi of Japan are proof of that. They were able 
to export goods to South America before World War II at prices far 
under our costs, and, in many lines, had preempted the markets. Dur- 
ing the war, however, when their factories were either destroyed 
restricted to the production of war materiel, they could not expert 
and had no available transoceanic shipping to carry their exports to 
Latin America, even if they had any surplus production. We not 
only acquired such Latin American ‘business through their default 
during World War II, but we kept it for 5 to 10 years after the war 
while these foreign competitors had to use their production of civilian 
goods to rebuild and rehabilitate their own economies, and, after that, 
to take care of their colonies and neighboring countries. 

In recent years, they have been able to recover more and more of 
their prewar business, and our U.S. manufacturers are losing out 
rapidly—where they have not lost out completely. Some U.S. manu- 
facturers foresaw that this would happen and built branch plants in 
the low-wage foreign countries. They not only did this to protect 
their own business, but did it under the encour agement of our Federal 
Government—particularly the State Department, mutual security 
ICA, and other distributors of our tax money and technical aid to 
foreign countries, whose ambitions in building up foreign economies 
blind them to the damage being done to our workers and investors. 

During World War II and for several years after, American ex 
ports of mac ‘hinery and food went to the war-torn countries, some- 
times as foreign aid, and sometimes as straight sales. But, as soon 
as the foreign countries reached the point where they could produce 
their own requirements, many of our exports were cut off completely 
by various economic restrictions, such as currency in Britain, and by 
quotas in France—just as examples. During that period when we 
were cut off, their domestic manufacturers suffered no competition 
from us, and many of them copied our designs, which saved them all 
of the costs of research. experimenting, and designing, and they took 
over their domestic markets. 


ICA FOSTERS FOREIGN, PENALIZES U.S. INDUSTRY 


Until late 1959, the tax billions lent or sent abroad by our Federal 
agencies were accompanied by official instructions that any recipient 
country which had to buy any requirement not available in their 
country must buy it anywhere except in the United States. This 
Was considered as aid to other foreign countries, and did not prevent 
buying behind the Iron Curtain with our funds. 

It is only recently that Secretary of the Treasury a has 
persuaded the executive department to adopt the principle, least 
for the Development Loan Fund, that its loans should be us aa to buy 
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materials, services, and manufactured goods in the United States to 
prevent deterioration of our dollar. 

It is axiomatic that if a foreign manufacturer buys a special type 
of equipment in a foreign country, he will buy more of that same 
type of equipment if he is able to expand, because of the established 
practice of standardization, so, in many cases, we have been per- 
manently frozen out of export business. 

In many cases in recent years, our foreign aid tax money has been 
used by our foreign competitors to extend longer credit terms on 
exports than U.S. manufacturers can extend on their exports, because 
of the disturbed conditions in m: iny foreign ¢ gene ies, some of which 
have already practiced expropriation of U.S. property. It should 
not be forgotten that, in the past, many eae governments pro- 
tected coer} citizens’ foreign credits by military intervention, when 
necessary, but that armed intervention for protection of private U.S. 
property has never been extended to U.S. foreign investors by our 
Government. We not only have not protected our U.S. creditors, 
but we have forbidden foreign countries to step into some strife-torn 
countries to prevent confiscation of their own citizens’ properties, 
which, when it did happen, helped all foreign creditors 
WAGES COST—UNITED STATES VERSUS FOREIGN 

The strange notion prevalent in this country that our citizens 
inherit special mental gifts enabling them to find new methods to 
meet any low-wage foreign competition, must be abandoned in the 
light of what has happened and what was always true. If we analyze 
any finished produce or any service we sell competitively, we learn 
that, on the average 80 cents out of each dollar paid represents the 
accumulated costs of labor and any services which are needed as each 
particle of raw material is worked into finished form. 

There are plants in this country which produce finished goods or 
end produc ts in which the direct labor cost added in the plants is less 
than 5 cents out of every dollar of the retail price. In such cases, 
the materials, the utility services, and even the taxes (which are part 
of the cost), represent more wage costs paid by suppliers (or col- 
lectors) of i items, which are included in their purchase price 
and paid by the producer who must include them in overall cost of 
his end product. 

It should be obvious, therefore, that in our country, where wages 
are 4 to 10 times as high as in other countries, the final total accumu- 
lated wage cost of any end product must be 4 to 10 times as high as 
in the low-wage country under the same manufacturing or produc- 
tion methods. If the wage costs are less in our country because we 
have mass production and use mass- sinters methods to satisfy a 
mass-market demand, any foreign country can produce the same 
article or service for the same number of man-hours as soon as they 
gain access to our markets and adopt our methods. 


1 Proof of SO percent of selling price is average total of wages paid on manufactured 
goods in U nited States of America, will be found in National Industrial Conference Board 
Study No. 64, “The Relative Importance of Labor Claims, Property Claims, Tax Claims. 
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For example, on April 2, 1960, the Sharon Herald, Sharon, Pa., 


carried these items: 


James A. Roemer, chairman of Sharon Steel Corp., reports a customer buying 
10-inch mill tonnage abroad at $44 per ton less than Sharon Steel could deliver 
the same type of material. 

Foreign plants are offering pipe products in competition with Sawhill Tubular 
Products, Inec., Sharon, Pa., delivered in Cleveland, at prices up to 27 percent 
lower than available in the Youngstown Valley steel area. 

In 1959, foreign companies shipped to the United States 550,000 tons of steel 
pipe, Which is five times Sawhill’s annual steel pipe production. 

One division of Sawhill will operate “only 8 days for the second straight 
week.” Wheatland Tube, normally running 7 days a week, has cut back to 5 
days. Sharon Tube, which lists Sawhill and Wheatland as major customers, 
will operate only 3 days. 


President Greene of the Thermometer Corp. of America, Spring- 
field, Ohio, writes me that Japanese imports are flooding the country 
with bimetal or dial type thermometers, selling at retail for less than 
the actual manufacturing cost of the domestic company. He expects 
a competitor who has been in business 50 years will be forced out of 
business. He reports he is buying copper from abroad, and many 
different kinds of textile materials at prices far under domestic prices. 


DEPARTMENT OF STATE AND TARIFF 


Our protective tariff was used, in our rise to high position, to en- 
courage domestic production of essential civilian and national defense 
requirements, and its value was demonstrated to Thomas Jefferson 
in the War of 1812, when our country was cut off from Europe, where 
we had to buy certain strategic materials or go without them, while 
England had ready access to the same. 

The most. cogent reason why our export and import problems are 
so badly misunderstood in this country is found in the propaganda 
promoted by the type of people who hold the most important U.S. 
Government positions controlling our country’s international trade. 
In the great majority of cases, they have not had industrial experience, 
and, in all too m: iny cases, they have only contempt for the intelligence 
and honesty of all who do. 

This is the only great industrialized country in the world in which 
experienced successful businessmen are de finitely barred from either 
holding government positions or acting as advisers to government 
commissions. In contrast, wee industrial countries draft their best 
qualified industrialists, both in peace and war. Furthermore, their 
diplomats are expected to “se what will help their nation’s indus- 
trial interests, and never hesitate to take advantage of the ignorance 
of our diplomats, who, all too often, are only appointed as a payoff 
for their political campaign cash contributions. 

The conflict-of-interest theory applies almost without exception 
only to businessmen, particularly manufacturers, regardless of their 
worldwide experience, who have attained the greatest success and ac- 
cumulated the capital investments to prove it. Our manufacturers 
Who have established plants in Europe or who have had licensees in 
K surope, know that almost any manufactured article can be produced 
in Kurope and offered in New York City or any other seaport (which 
now includes such cities as Buffalo, Cleveland, Chicago, and Duluth), 





at a substantial profit for a price at least 35 percent lower than it can 


lt e] 

be produced in the United States. our 
These foreign competitors will have still lower costs when they gain shea 
freer access to our mass markets. Japan and Hong Kong, with wages em 


one-tenth of ours, in many cases, can profit on goods landed anywhere o 
this country to sell at retail 50 percent under our actual costs, To 
because their wages are one-tenth of ours. 


RAW MATERIALS 


Our foreign competitors have many other advantages in addition to 
their wage advantage. They are often taxed at far lower rates, and, 
n all too many cases, thel Irexports ares ubsi lized—sometimes witha 
straight subsidy, such as a rebate on social security taxes, and credit 2 
insurance—and sometimes by more devious methods, such as Govern- NI 
ment exchange rates on the foreien curreneles received, 





There has been a tremendous increase in our imports of copper and 
brass goods. Lis: manufacturers have as much as 4+ cents per pound 
tariit added tO their delivered copper cost, compared to competing ‘ 
foreign manufacturers. Because our country is the world’s biggest 
user of copper anc produces some domestically the tarit! on copper 
ely ourages domestic production. It LY hol be LOO long before we are 

have-not’ Nation on Sonor and many other metals and eommodi- 

es \ itally necessary to both our peacetime and Wartime production. 
When that time comes, vou can be sure we shall “pay through the 
nose’ to buy these foreign produc ‘ed strategic material. At one time, 
ve are told that there was a world canted on copper, in which U.S. 
producers had ho part, because ot thei ‘ hieh COSTS, When the world 


price of copper Went down because ot lessened eae ae 1-COst 
orelgn copper mines were shut down to keep the world price up. 
Today, there are so-¢ alled underdeve ‘loped countries in which the 
mining of copper Is very important to the local econ mv. It must be 
mined and sold at any price offered in order to maintain work and 
provide wages TO prevent domestic eivil disorders, so the prewar 
artels cannot control output as they once did. (Incidentally, the 
une change has come about in connection with world bata 
prices, ) Our fore len competitors a re a ble to buy from the Se ( ‘Ountr! 
and use the cut-price copper plus their low-wage advantages to a 
duce any copper, brass, or bronze articles at tar inclet ’ OUT COSTES. 
Because the story has been repeated so often, it is not necessary to 


dwell upon the disaster to the domestic textile ene about 
uy selling our surp us cotton at 8 cents a pound less to our foreign 
" npetitors tl an the price pal id ly our dome STIC textile producers. 


ALARMING FOREIGN COMPETITION 


Some of our labor leade rs who we re in favor of free trade are now 
viole utlhy Oppos ed to it, since they have seen the more recent results, 
espec ially the subsidizing of foreign producers with below-cost mate- 
rial, with eifts of our best modern mac hinery, and with vast sums to 
provide credits for foreign cartels—all of which aid increases the 
taxes on U.S. producers, investors, and wage earnings. It has been 
pointed out that much of the postwar competition facing U.S. pro- 
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jucers is due to the fact that our mutual security officials have en- 
couraged other countries which had never produc ed sugar, cotton, corn, 
wheat, et cetera, to go into that type of agricultural produc tion, giving 
them every kind of top technical assistance and financial aid. Here 
iwain, we are subsidizing foreign competitors. 

John S. Knight, in his widely read “Editor’s Notebook,” on March 


0), 1960, declares: 


It is ironic to read how the industrialists and labor leaders are bellowing 
about the competition from foreign-made products. 

Col. Willard F. Rockwell is presently asserting that the United States through 
foreign aid, has financed the resurgence of foreign industry which in turn is now 
threatening the existence of corresponding industry in this country. 

And some time ago, Walter Reuther was actually talking like a McKinley 
Republican in advocating what in effect would be a protective tariff to save jobs 

he automotive industry. 

So far as we know, Colonel Rockwell may always have been opposed to foreign 


‘an. say that because I remember what happened in 1893. 


But most of our leading manufacturers, businessmen, and topflight labor lead- 
have long been advocates of more and more foreign aid even though they 
unwittingly cutting their own throats. 
gress has now under consideration the President’s request for $4.1 billion 
reign aid. In addition, he is proposing a new International Development 
iation to make “soft” loans to underdeveloped nations. 
day the American people will get a bellyful of $40 million Korean fer- 
' plants which lack electric power to operate; overbuilt grain elevators in 
inrealistic highways in Vietnam and a loan to the Netherlands which was 
» build homes for Dutch settlers in Sidney. 
eign aid began as a compassionate measure to help rebuild war-torn 


that Europe is highly prosperous, and outselling U.S. products in many 
the new philosophy is that we must develop the world at our tax- 
expense. 
any scrubby little nation vell “communism” and we're hooked. 
heory is that a poor country can buy more of our goods if it suddenly 
rich. 
that’s not what happened in Europe and Japan. The people buy more 
at home and their manufacturers flood the United States with cars, 
tackle, cameras, and hundreds of other products. 


We | ave ae been in Japan and 7d percent of the workers in Japan 
I o care of Japanese home requirements. As soon as thev 


how we are doing it here, only 50 pereent. will be doing it, and 
25 percent now sowie in flooding our count v with low-cost 
‘ts will really hit us. 
s is really hurting business and jobs in America. 
ve asked for it. 
vas our foreign aid agencies which set up the Ee Kco- 
oe lity and similar communities, which intend to build 
s production for the six countries included by excluding im- 
Se other countries, especially the United States. As one 
mple of the permanent Sie done to our foreign trade by 
our own U.S. representatives, take our coal exports. Our country 
has the best coal, especially for metallurgical use, available anywhere 
the world, and millions of tons were shipped to Europe in postwar 
years, until recently when quotas cut the flood to a mere dribble. 
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It is true that wages have been increased so that the law of diminish- 
ing returns has reduced U.S. coal’s competitive position far below 
the point where higher wages offset lessened sales. But it was ow 
amateurish advisers who encouraged the Coal and Tron Economie 
Community to overproduce to such an extent in France, Germany, and 
the Benelux countries that they found it necessary to cut off all 
coal imports to prevent laying off so many of their own coal miners 
as to be in fear of unemployment riots. Excessive coal production 
has hurt European miners, and our West. Virginia miners are receiving 
charitable aid since it has been learned that there are starving 
families in West Virginia mining areas right now. 

While discussing U.S. investments in foreign countries, it should 
be noted that the Underwood Typewriter Co., which only a fen 
years ago had big earnings, is now dominated by Olivetti, an Italia 
company, Which, by every standard, is on a par with the very bes 
modern and efficient U.S. producers, plus the low-wage Italian labor 
rates’ advantage. It should be noted also that British companies 
are building plants in this country, and, knowing about our high 
wages, they are carefully selecting industries in which wage costs are 
a relatively unimportant item, in contrast to U.S. companies which 
are establishing foreign plants because foreign low wages offer the 
evreatest saving over their high-wage domestic costs. We have fa 
more to lose than to gain by this new switch. 

The German Volkswagen company has very successfully invaded 
our domestic motorcar market. Several vears ago. V olksw: agen Ae 
quired a war plant in New Jersey for the purpose of manufacturing 
in the United ee According to reports, it found it could not 
manufacture or buy parts in this country as cheaply as it could 
import. parts a West Germany, with all the costs of tr: ansportation 
and tariff, with the single exception of the body. 

The only reason is because of the rate on bodies. They found it 
is very much cheaper to build a car over there and ship the complete 
assembly over here. 

The saving on buying bodies in the United States is entirely due 
to the very high cost of shipping space for fragile bodies and special 
protective packaging. It was cheaper to ship the completely assem- 
bled car for many such reasons. 

What more is needed to show the advantages of manufacturing 
in West Germany in contrast with manufacturing in the United 
States? And what more warning is necessary to prevent lowering 
our tariffs at the next GATT conference? Our foreign aid officials 
claim that no more more American taxpayers’ money is being used 
for direct aid to West Germany, but our troops and our military 
installations in West Germany require hundreds of millions annually 
from U.S. taxpayers, most of which dollars are spent in West Ger 
many gre: atly contributing to the very prosperous German economy, 
while draining U.S. dollars and impairing our balance of payments. 

A. personal opinion, based on over 30 years of experience in Europe 
and confirmed by several of our greatest World War ITI military 
leaders, is that Russia fears West Germany more than she fears our 
country. That fear is based on knowledge and experience, demon- 
strating that Germany acts quickly and efficiently, and is always on 


guard. Our country remains divided or indifferent when there is 4 



















liminish- 
ar below 
was our 


ZCONOMie 
any, and 
t off all 
1 miners 
oduction 
‘eceiving 
starving 


should 
y a few 

Italian 
ery best 
an labor 
mipanies 
ur high 
‘OSTS are 
‘Ss which 
iter the 
lave far 


invaded 
wen ae- 
vcturing 
ruld not 
it’ could 
ortation 


ound it 
omplete 


ely due 
special 
assem- 


eturing 
United 
ywering 
officials 
12 used 
nilitary 
nnually 
st. Ger- 
onomy, 
yments. 
Kurope 
vilitary 
Ars our 
Jemon- 
ays on 
re isa 


2699 


distant, long-drawn-out crisis, and has never been prepared properly 
when the crisis exploded by such blows as Pearl Harbor. West 
Germany can be counted on as our ally as long as Red Russia exists. 
The welfare of West Germany is one of our Dest weapons—but she 
yeeds us, and knows it. 

The Wall Street Journal, April 15, 1960, article by Robert P. 
Dorang, describing a secret government document covering commodity 
ontrol schemes of the six-nation European Economic Community,* 
states that our Department of Agriculture believes the Economic 
Credit Commission could go far toward wiping out an export market 
for U.S. crops, now around a billion dollars a year. It accuses the 
Common Market of “aiming at self-sufliciency” in agriculture, and 
not at freer trade, and that the six countries are headed for “exces- 
sive and arbitrary bureaucratic regulation of markets.” 

The European six-nation Common Market is regarded with great 
suspicion by the other Western European nations, and six of them 
(Sweden, Norway, Denmark, Austria, Switzerland, and Portugal), 
with Britain, have a seven-nation combine ® to protect themselves 
against the European six-nation Common Market, both of which will 
soon find it easier to invade the U.S. market than to engage in stiff 
economic competition with each other. 

It is estimated that the European import duties might Jump as 
much as TO percent over present levels when the Common Market 
agricultural schemes achieve full impact. The six nations average 
l4 percent duty on U.S. tobacco, but are slated to raise the duty to 
30 percent of value, switching the buying from United States to 
French and Belgian colonies, or former colonies. The Common 
Market. lands are slated to slap on a variable import levy approxi 
mately equal to the difference between their high costs and any lower 
world market prices for various commodities, and will require im- 
port licenses or license contracts to bring in many items of farm 
produce. We quote : 

If any American wheat found a market in this high-price environment, it 
would have to penetrate a barricade of import licensing. 

Former Senator Malone advocated import duties to apply to every 
foreign exporter to the United States sufficient to equalize the dif- 
ference between the wages paid by them compared to our wages; the 
European Common Market countries apparently intend to use that 
same form of tariff protec tion to equalize costs on their produe ts where 
the U.S. cost is lower. To quote again : 

it will be a bit awkward for the State Department if it does decide 
to rebuke Europe for adopting a high-price and protectionist farm policy. After 
all, the Europeans can reply, Europe is only launching the kind of program 

Which America has evolved to magnificent dimensions. 


If we ever ee duties of “magnificent dimensions,” they are 
HOW shrunk far below our current needs incleed, far below the 
langer sions. 

This movement repress hts a prob lem to our Department of State, 
hich knows that the U.S. diplomatic corps o the Common 
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Marke t,even though well aware that it Was arousing great Opposition 
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in Britain and her six associates who are forming a rival association 
ry. ‘ ‘ : en ‘ . F 
rhe State Departme nt’s idea was to form a United States of E TUNope 
to confront the Soviet, and hoped that eventually our country would 
gain economic advantage from the United States of Europe, but over. 
looked the postwar wage increases which have priced most of ow 
manufactured goods out of the inarket. The writer states that bot! 
the State and T reasury Dep: itments are worr ied about. our country’s 
balance-of-payments deficit since $3.7 billion more was paid in 195) 
to foreigners than we received from our exports, our foreign invest. 
ments, and other sources. 

A press release from Tokyo of April 15, 1960, reports that Wash 
ington agrees to provide $75 million toward production in Jap 
of | 200 Lockheed F-104 Starfighters for the Japanese Air Force. | 
view of the rising unemployment in the airplane industry in Cali- 
fornia, what justification is there for building these St: irfighters | i 
Japan? The British have just agreed to buy certain missiles from 
us, which will provide employment. for our citizens and provide the 
needed protection or offense weapons for Britain. Is this decisio1 
to manufacture missiles for Britain in the United States and the 
decision to manufacture U.S. planes in Japan, which were formerly 
manufactured in the United States, a contradiction in our foreign 
aid policy? If the Government believes in more foreign aid for 
Japan, why not turn our entire Government shipbuilding program 
over to the Japanese, whose shipbuilding costs are the lowest in the 
world? 

Since testifying before a congressional committee about a month 
ago, I have been flooded with letters from small corporations which 
have been hit. so suddenly by the invasion of low-wage foreign com- 
petition goods that they are pleading for help from every advocate 
of protective tariffs, and they will soon be flooding their Congres 
men with petitions from both management and displaced workers. 

A Spec ial dispatch to the New York Times from Geneva, date 
April 12, states that United Nations economists now are urging the 
industrial countries of Western E urope to fight inflation by w elcoming 
imports from the United States. ‘To quote: 

United Nations Economic Commission experts attributed the decline in the 
U.S. share of world exports of manufacturers largely to the rapid increase 1! 
West German and Japanese exports. They added, however, that this could not 
explain the weakening of the U.S. position with respect to other industria 
countries also exposed to West German and Japanese competition. 

They found evidence that cost levels in Western European manufacturing 
industry had declined in relation to those in the United States and that the 
large competitive advantage enjoyed by the United States during the ear) 
postwar years had diminished. 

The review of European economic developments last year found that almost a 
Western European countries had moved out of a period of stagnation into 
high rate of expansion. 

At the outset of 1960 “almost all major indicators pointed to a continued 
and in some countries and sectors acceler ited, growth of demand in Wester 
Kurope for the remainder of the year,” the experts said. 

The survey found that trade among Europeans themselves accounted for the 
biggest share of the increase of nearly $1,200 million in trade for the first ? 
months of 1959. 

Most of the increase was in the Common Market countries of West German) 
France, Italy, Belgium, the Netherlands, and Luxembourg, largely because “ 
increased trade within the Common Market. 
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On the other hand, most of the increased trade recorded by the European 
Free Trade Association countries of Britain, Sweden, Norway, Denmark, Swit- 
zerland, Austria, and Portugal was accounted for by trade with the Common 
Market rather than with one another. 

These facts and their evidence of the trends indicate very clearly 
that our domestic economy is in very great danger unless we can find 
many ways to reduce our manufacturing costs, and particularly the 
excessive Government expenditures whic +h have increased the tax load 
on our citizens and their production to the highest point ever known. 

Foreign aid not only increases our taxes, which raises our costs, but, 
time after time, our foreign aid has provided subsidies which either 
temporarily or permanently have reduced the costs for our foreign 
competitors, both the allies and the enemies who threaten to bury us. 

We have come to the sad state of affairs where the truest of our 
foreign friends are pointing out that they must aid us and must not 
take advantage of our past generosity, or the follies of our foreign 
representatives our wisest friends abroad are pleading with their 
countrymen to have more regard for our well-being, knowing full well 
that if this country’s economy declines, it will radically reduce our 
large imports of strategic material and also force them to increase their 
defense expenditures to make up for our inability to carry the de- 
vastating global defense load we have supported for so many years to 
assure their survival. 

I ask you gentlemen of the House Appropriations Subcommittee on 
Foreign Operations to weigh carefully the dangerous inroads foreign 
aid is making on our industry. And please ‘remember that if our 
industry loses its leadership, we shall also lose the productive ability 
which enabled us to furnish ourselves, and all our allies, tremendous 
quantities of munitions and other essential defense material. 


RECOMMENDATION 


L recommend that the President’s foreign aid request for the fiscal 
year 1961 be reduced by $2.175 billion. 

I thank you. 

I would be very glad to see it reduced considerably more than that. 
Mr. Passman. Mr. Rockwell, the committee appreciates your ap 
pearance. A person who is chairman of the board of a corporation 
doing almost half a ona dollar business annually, with 19,000 em- 
ployees, with more than 43,000 stockholders, cert: ainly has a right to 
appear before the a and state facts and express his views. 

It is your dollars—the people’s money—we are giving away. 

There is much food for thought in your statement, and I shall study 
it carefully. 

Thank you again for appearing before the committee. And I do 
hope that you understand the statements made at the beginning were 
necessary, because I neglected to inform you of the rules. I meant no 
offense. Our best wishes to you. 
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Colonel Rockwe... Thank you very much, sir 

Mr. Narcuer. Mr. Chairman, before the colonel leaves, I want 
tosay something off the record. 

( Discussion off the record.) 

Mr. Anprews. Could I just ask one question / 

Mr. PASSMAN. Yes. 

Mr. Anprews. Colonel, the damage has been done but what can we 
do about it ¢ 

Colonel RockwELL. Stop it now. Of course, it is going to hurt. 

Mr. Anprews. I have not voted for foreign aid since 1950, but J 
still think the damage has been done. We must admit we put these 
people Ina competitive position with us and is it not too late / 

Colonel Rockweuu. | hope not. If it is, it is goodby to this country, 

Mr. Passmayn. If the other members would like to ask you a question 
certainly they have that privilege. I read an article only recently 
indicating that, regardless of what we may do in the Congress and in 
the country, we have carried this too far and that, within the next 9 
years, we mene have, toa very large extent, lost our European market. 
We would be importing more than we were exporting, and there is 
no Way to stop th it. 

Do you see it that way, even if we stop now 4 

Colonel Rockwein. These union leaders kee p telling us we are going 
to get wage increases. 

Mr. Passman. Do you see it that way, that it is carried so far, even 
if we slowed down now, we would actually be importing more than we 
export by the next 2 years / 

Colonel Rockwe.L. I know that the president of an Alabama rein- 
forcing bar company told me a few weeks ago, “We can buy reinfore- 
ing bars laid down in our plant in Alabama che: uper than we ean 
produce them.” 

Mr. Anprews. That is my State and I had a letter from them tell 
ing me the same thing. Last year, the president of a tool company 
met with members of our delegat ion and vave us a chart showing how 
his exports had decreased and the imports of his competitors had 
increased. Ile showed us the wage scale he paid and that of his 
competitors. 

About a week after he met with us, I got a letter from him saying 
that he had just lost a contract for 445.000 feet of copper tubing to 
a British concern and the purchaser was the TVA. 

Mr. Foro. Mr. Chairman, may I ask a question / 

Mr. Passman. Yes. 

Mr. Forp. Colonel Rockwell, I think it has been a very fine ani 
lielpful presentation but I would like to ask a question off the record. 

(Diseussion off the record.) 

Mr. Passman. Will you prepare a statement on that subject, which 
you have been discussing with Mr. Ford while off the record. With- 
out objection, it will be made part of your statement and inserted in 
the record, because it is too fine a statement not to have that part 
fully covered, 

(Nore.—Colonel Rockwell is in California. His statement is not now 
ivailable. ) 
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TARIFFS 


Mr. HArNiscurecer. Mr. Chairman, I would like to make a state- 
ment on tariff. American industry is a very sensitive machine and 
I believe what in dustry is advocating is that we want a commission 
reporting to Congress in W: ashington so that each industry which has 
experts, and those are experts who know their prob lems, can set a 
reasonable tariff. Instead of that, these tariffs are being handled on 
nn average basis in Geneva by lawyers and economists who do not 
know the first thing about the fundamentals of what is involved 1 
running an industry on a profitable basis. There is where your mis- 
take is. 

Mr. Gary. If you throw it back to Congress, would you not make it 
a political football like it was before the Tariff Commission was 
established ? 

Mr. Harniscurecer. I would say to have a Tariff Commission. 

Colonel Hockweui. The President turned it over to a commission. 
[ would do it in Congress, too. No matter how you vote in Congress 
on taritts, you are going to hurt somebody in your State. 

Mr. Passman. In this day of prosperity if we spend more than we 
collect, One of these di: ays we will be in very serious troub le. 

Mr. Gary. My reason for wanting to shift it to the President is not 
to escape any responsibility that Congress might have, but rather to 
- some ‘body the author! ity to negotiate because it seems to mie, after 

, this question of tariffs is an international question and it is a mat 
ter rof negotiating with other countr ies. 

I think our country has gotten the worst of these negot lations thus 
far, Unquestionably, we have made concessions to other yg 
and they have not made compare able concessions to us. To that ex 
tent, I think the administration of the program has been faulty I 
o think, however, that we must have some prac tical w ay ol * dealing 
ak this problem. Somebody has to have the authority to negotiate 
with these countries and agree on tariffs mutually bene ici: ee 

Colonel Roc KWELL. The whole thing shoul | be thought of as ad that 
ter of defense. We are the biggest and we are the one can wil] hit. 
We cannot afford to run out of copper. 

Mr. Passman. I believe our next witness is Brie. Gen. Bonner 
Fellers (retired), who is vice chairman and national director of the 
Citizens Foreign Aid Committee. 

General Fellers, we shall be pleased to hear from you at this time. 

General Feiniers. Mr. Chairman, | must assume the responsibility 
for this circulation of our statements. 

Mr. Passman. I should have indicated our requirements when no 
tifving you. You had no way of knowing, sir, and the chairman of 
the committee must necessarily assume the responsibility. 


STATEMENT OF Bric. GEN. BONNER FELLERS 


General Fectuers. Mr. Chairman and members of the committee, 
for the privilege of ap pearing before you I am grateful. My name 
‘Bonner Fellers. Iam a brigadier general, U.S. Army, retired. I 
lave heen eraduated from various Army schools beginning with West 
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Point and including the War College. For 2 vears, 1940 
the U.S. observer of combat with the British Forces in the desep 
campaigns in Libya. Upon my return to the United States, I lectured 














the planning group of OSS. From 1945 to 1946, I was on the staff of 
General of the Army Douglas MacArthur. My duties included chief 
of joint planning and military secretary to General MacArthur, 
Since my retirement in 1946 I have lectured and written on national 


defense. Today I appear as vice chairman and national director of 
the Citizens Foreign Aid Committee. 
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OF FOREIGN 





MILITARY ASSISTANCE 





In appropriating foreign aid funds, careful consideration must be 
given to evaluating the true worth of the program to us. Proponents 
of foreign military assistance claim its principal advantages are: 

First, it enables our free world friends to make enormous mili- 
tary might available to us for the use of our forces: 

Second, dollars so invested will buy more security than far 
greater sums spent on our own forces. 

Our present foreign aid program can be defended only in sweeping 
generalities. Under close analysis these Impressive generalities become 
vague and empty platitudes. 

I shall illustrate. 

From President Eisenhower's statement on mutual security to the 
Congress, March 13, 1959, I quote : 



























































Our friends among the free world nations make available to us for 
our forces 250 strategic bases, 5 million ground forces, 
14.000 are jets, 2,500 combat vessels. 





the use of 
50,000 aircraft of which 



















These glowing figures led the President to conclude 

Dollar for dollar our expenditures for the mutual security program, after we 
have once achieved a reasonable military posture for ourselves 
security than far greater additional expenditures for our own 





. will buy more 
forces. 














Oversea bases: Never do the proponents of foreign aid face the 
fact that the 250 oversea bases now available to us—actually, there 
are less than a hundred—may not and probably will not be available 
in war. When one mentions this he is immediately branded as a 
isolationist who would abandon his allies and run from his enemies. 
Propaganda has turned the phrase “Fortress America” into an ugh) 
expresslon signifying the re: colecais thinking of isolationists. Ac- 
tually it is not a question of advocating the “Fortress America” con- 
cept. Whether we like it or not, military necessity is rapidly forcing 
us into this reality. 

With nuclear armed intercontinental bombers and intercontinental 
ballistic missiles in the hands of both the Soviet aud the United St: ates, 
the terrific striking power of these two collossi is only hours or min- 
utes apart. Thus, today it is foolish to speak of isolation for the 
United States. Modern technology has made isolation impossible. 

It is the most dangerous thinking imaginable to ignore the fact 
that, in war, these foreign bases may not be available. 

Foreboding examples are already at hand. 
program, we 


dollars, 

























































































In Morocco, on a. crash 
built four great airbases which cost more than a billion 
At the demand of the Moroccans, we forced to 
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evacuate these bases. For our extensive base facilities in Libya, the 
Libyan Government is now demanding several times the rental] 
which it initially agreed. Our air transport base in Saudi Arabia has 
been denied us for some transport missions. The Iranian Government 
has made an agreement with the Kremlin not to accept our missiles. 

Our World War II base system in the Philippines has been reduced 
to two bases—one Air and one Navy. The Philippine military chief 
has demanded that our military advisory group be sent home. The 
Okinawans, with Japanese approval, have asked us to withdraw our 
Air Force. We retain our Japanese bases with difficulty. 

In Panama, where we have important installations and bases, the 
feeling against us is bitter. Despite the foreign aid we have lavished 
on Cuba, we face locally inspired labor difficulties at our great Guanta- 
namo Naval Base. The Cuban Government is openly hostile to the 
United States. 

Communist sentiment in Iceland has been so strong that we may 
abandon our airbase there. Before we can use British bases in war, 
their Prime Minister must approve. We provide Britain with IRBM 
but British man and control the missile bases. The French have 
denied us use of our fighter bases in France even for the storage of 
atomic weapons. This has forced us to move our fighters to Britain 
and Germany. Neither Norway nor Denmark will tolerate our troops 
nor allow us the use of bases. France, Greece, Belgium, and Holland 
have refused our intermediate range ballistic missiles (IRBM) even 
asa gift, because they refuse to set themselves up as targets for Red 
attack, 

Wh: a" has happened is this. Modern weapons, carrying nuclear war- 
heads, have changed the meaning of alliances. In any serious dispute 
between the United States and the U.S.S.R., the Kremlin is certain 
to attempt to blackmail our allies into neutrality. It is undeniable 
that the Soviets have the bomber and missile strength to destroy any 
of our allies who offer us the use of their bases for war. The ‘prob- 
ability, therefore, is very great that our allies may deny us bases ee n 
we need them most. This probability is so great that sound planning 
demands that we find bases on which we can depend. 

Would it not be naive and even fatal to rely on foreign bases when 
North American bases are dependable and available ? 

Obviously the Strategic Air Command feels it cannot count on 
our present oversea bases. Its plans call for fewer foreign bases and 
more North American bases for intercontinental bombers and ICBM. 
SAC is replacing the intermediate range B-47’s with B-52’s which 
have intercontinental range. For lack of B-52 procurement funds, 
however, this replacement is moving slowly. No intercontinental 
bombers in SAC are permanently beeee overseas, and fewer and fewer 
planes of any kind are based there. American medium or long- 
range missile squadrons are to be bas ‘iaetaa the United States. 

Many opponents of the Fortress America concept have missed its 
true meaning. They erroneously interpret it as an abandonment of 
our allies, a hasty retreat to within our borders, the placing of our 
lirst line of defense at our own shorelines. This is thinking in the 
most old-fashioned of military terms. 

From bases on North America, SAC’s intercontinental bombers and 
missiles can destroy any target on earth, at most within a few hours. 
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None of our Air Force or Navy weapons has ever been limited to ow 
coastline. SAC, backed by naval forces, 1s our first line of defense; 
it — principal defender of the free world. 

. » long as we maintain supe rior nuclear striking power with aur 
io space weapons, we shall have the best possible war deterrent, 
Should war be forced upon us, this superior striking power from. bases 
in North America will enable us to win and thereby insure our own 
survival along with that of other free nations. 

The 5 million ground forces: The assorted 5 million men under 

(rms, about which foreign aid proponents boast, are scattered from 
kr ormosa to England and Canada, from J: apan to Vietnam, Australia, 
and New Zealand, and from Norway to Spain. But practically all of 
these troops are tied to their homeland. Few would be available for 
transfer to other areas to meet the necessities of war, even if such 
belated transfers could be made during combat. 

The Soviet Union with 175 regular army divisions and 300 reserve 
divisions, well trained and equipped, operating on interior lines, with 
ample air support, can throw any required strength at any point about 
the vast Soviet perimeter. And at no particular point of attack would 
our allies have sufficient strength to resist, nor could they and we mar- 
shal such strength. 

In war, control and supply of the — d 5 million men of many 
national commands is an insuperable task. These motley forces are 
scattered and disconnected. They are politically deployed against 
Red forces that are militarily de ‘ployed. 

During the great desert campaigns in north Africa in 1940-42 the 
British had under their command British, Indian, Australian, New 
Zealand, South African, Polish, and Free French troops. Before 
the British commander could launch an offensive he had to obtain 
permission from each of the governments concerned to use their troops. 
The arrangement delayed all British operations and enormously han- 
dicapped the commander. 

To organize, supply, and coordinate the 5 million Allied troops re- 


ceiving American aid would be a far vreater task than that whicl 
faced the British in 1940—42. 
The proble m ot dispersal, transport, Supp ly. and command of the / 


million Allied troops is a minor one, however, when compared to the 
greater problem of their ineffectiveness in modern war. Should 
world war III be forced upon us, the principal destruction will 
come from the sky. Five million or fifty million troops dispersed 
globally and equipped for surface combat cannot materially influence 
the outcome of the struggle between the United States and the Red 
forces. 

Nor can the so-called NATO shield influence the outeome. The 
United States has extended to the NATO powers $13.7 billion in mill- 
tary assistance and $38.5 billion in economic aid and defense support. 
pores this staggering sum of 852 billion poured into Western Europe 
since the close of World War IT. there are today scarcely 20 divisions 
in the much vaunted NATO shield which extends from Switzerland 
to Denmark. Five of these divisions are American. Few of the 
Kuropean divisions are combat ready. Not one of the 20 divisions 
is deploved for combat. Obviously the NAT( ) shield could be easily 
overrun by the Red army. 
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Our European allies understand perfectly that the United States, 
itself, is the only effective barrier to the C ommunist dream of world 
domination. It is therefore likely—and it is militarily sound—that 
f the Reds strike, they will bypass Europe and strike directly at the 
United States and our oversea bases outside Europe. Unless attacked, 
our allies would be wise not to attack the Soviet Union but rather to 
remain neutral, 

In any event, in this air-space-nuclear era, ground forces are not 
the decisive factor. This fact is generally ac ‘knowledged. The 5 mil- 
lion men in the Allied ground forces re present no telling contribution 
inthe hight of modern war. 

Countries such as Britain, France, West Germany, Italy, and Japan 
now have flour ishing ec onomies. They have scientists and technicians 
and modern industries. They have the capability and they can afford 
to create modern military might if they so desire. Obviously, they 
do not wish to pay the price. 

In countries such as Laos, Pakistan, and Greece, there is a great need 
ae local military police forces. In these and similar small countries 
loyal troops led by men of character are required to maintain the 
stability of their governments and to prevent Communist subversion. 
However, in view of the foreign aid which we have already extended, 
these countries themselves could well afford to maintain their own 
internal police forces. 

Thirty thousand aircraft, of which fourteen thousand are jets: 
This boast of great airpower strength by foreign aid advocates is the 
most obsolete and preposterous of all. In the Korean war only one 
fighter-interceptor could match the MIG—15. This fighter was our 
F-86. Neither our _ nor our own Navy possessed a fighter to 
equal the MIG—15, sold at bargain rates, by the Soviets, to the Red 
Chinese. Their MIG—15’s, although the world’s second best fighter, 
were shot down 10 to 1 by our F-86’s. 

Mere numbers of planes are almost meaningless. Unless the Alhed 
planes have comparable performance characteristics to those of their 
enemy, the Allied air effort will be a slight one. Almost all the Alhed 
aircraft listed as an achievement of our foreign aid are already obso- 
lescent and ineffective. 

Moreover, uirpower is indivisible. To be effective it must be em- 
ployed as a unit. Control and coordination of 30,000 assorted planes 
deployed among some 60 free world countries poses an insoluble 
problem. 

The Red air force could demolish this conglomerate airpower very 
quickly, 

Two thousand five hundred combat vessels: \nothe re mpty boast is 
the “2.500 combat” vessels claimed as a result of foreign aid. Almost 
all of the unlisted 2.500 combat vessels are highly vulnerable both to 
Red air attack and Red submarines. ‘These surface vessels, if they 
annoy the Soviet war effort, will be promptly sunk. Few are more than 
small auxiliary eraft. No surface vessel and no fleet can survive 
modern War without control of the ar above it. These vessels will 
hot en JOV this advantage. 

Allied submarines will find new Red targets. In a major war effort, 
the Soviets are not dependent on shipping. 








( Jbviously this hodgepodge of 2.500 Allied combat vessels in a& mod. 
ern war can make only a negligible contribution. 

Foreign aid dollars well spent? It is true that foreign troops cost 
far less per man than American troops. Some countries pay their 
troops almost nothing. Few of the foreign troops are well trained 
Most are poorly equipped. 

Were we to pay for truly modern weapons produced by Allied 
countries the cost would be some what compare able to that of our ow! 
manufacture. 

W hen manpower costs are ruled out there is little saving in military 
assistance programs. 

Conclusion: In his evaluation of the streneth which our friend 
among the free world nations make available to us for the use of ou 
forces, the President appears to have seunded an overly optimisti 
note. Inthe Korean war we have a historical illustrat ion of the mili- 
tary contribution which other free world nations made available for 
the use of our forces. In this war 500,000 South Koreans fought fo 
their homeland. Our contribution was 450.000 American troops. All 

her free world allies combined contributed a total force of 45,000—a 
mere 5 percent ot the total forces and only LO percent of our owl 
contribution. Experience teaches that unless the survival ¢ f a natio 
is at stake, it is loath to pay the cost of defense for anv one else, or 
evel for itself. The {7 rite «| St: ites ap pe ars to be the 0} e exception, 


ot 


OUR DEFENSE POSITION 


An argument advanced in support of Javish foreion aid spending 
is that instead of robbing our own defense, foreign aid strengthens it. 
A quick review of our present defense and its requirements will in- 
dicate the truth or fallacy of this argument. 

There is at least one feature of our defense on which everyone 
seems to agree. This 1 is the fact that SAC today is superior in bomber 
strength and in bomber striking power to that of the Red air force. 

There is no one who can claim that our missile streneth is now ade 
quate. A battle now rages over the adequacy ot our defense program 
for the future. 

The development of modern military might is wholly depe »ndent 
upon research, development, production, and replace ment, programs. 
All this is expensive and time consuming. 

Research and development (R. & D.)—Nuclear proplusion: Today 
we are on the verge ot a breakthrough in nuclear-powered missiles 
and in air and spacecraft. Nuclear energy for propulsion offers 
unprecedented performance. The nuclear fuel which a bomber re- 
quires for a 5-day supersonic flight is almost negligible. With nu 
clear-powered bombers we could have sever: = hundre d c eae con- 
tinuously over the North Sea or polar cap, ready to strike any target 
in case of a sudden attack against us. 

Last vear Lt. Gen. Roscoe Wilson, who is in charge of the Air Force 
research and Spent: said that with $200 million a year for 2 
vears, we could have nuclear-powered aircraft in flight. Instead of 
authorizing the funds to make possible this achievement, for budget- 
ary reasons, General Wilson’s request was cut to S75 million annually. 

Asa consequence, it will now take 4 to 6 years be fore we can de- 
velop nuclear-powered aircraft. Unfortunately, the Reds are i kely 
to accomplish nuclear aircraft proplusion earlier than we. 


< 












;1N a mod. 





TOOpS Cost 
pay their 
Il trained 


by Allied 


f our ow 
n military 


Ir friends 
ase of our 
optimistic 
the mili. 
able for 
oucht for 
Ops. All 
15 000—~g 
our own 
a nation 
e else, or 
‘ption, 








spending 
rthens it, 
> will in- 





everyone 
1 bomber 
ir force, 
low ade- 
program 





pendent 
ograms. 





Today 
missiles 
n offers 
ber re- 
ith nu- 
ng con- 
’ target 











r Force 
r for 2 
tead of 
nud get- 
nually. 
‘an cle- 
likely 









































































2709 





R. & D. rocket engine: There is an urgent need for a large booster 
rocket engine developing 1 million pounds of thrust to put military 
spacecraft into orbit. After much delay, development of this engine 
was transferred to National Aeronautic and Space Administration 
(NASA) where it becomes “peaceful” and unavailable for military 
use for some time to come. The Soviets already have engines develop- 
ing 1 million pounds of thrust. It would cost some $375 million to 
develop this booster rocket engine for military use. 

R. & D.—Weapons systems: For budgetary reasons, no less than 12 
additional and essential research and development projects have had 
to be abandoned for lack of funds. These projects range from neces- 
sary improvement for aircraft and missile engines to warning systems 
against enemy attack, All major air and space weapon systems de- 
velopment for fiscal year 1961 have been canceled to effect a saving of 

a quarter billion dollars. 

R. & D.—ICBM: Except for the MINUTEMAN, which has already 
passed preliminary tests, there is no improved ICBM under develop- 
ment. 

Our striking power—SAC: Although SAC constitutes the principal 
war deterrent for ourselves and the entire free world, it is being 
reduced by tive wings (225 bombers). The Congress voted 45 SAC 
wings for 1959: the budget of fiseal vear 1960 provides for only 40 by 
June 30; the budget for fiscal year 1961 provides for only 38 wings 
by mid-1961 

This decrease in SAC is further aggravated by the fact that its 
bombers, the B47 and the B-52, are wearing out. Moreover, missiles 
have not yet stre nethened SAC. Tod: ay, the intercontinental ballistic 
missiles (ICBM) in the hands of troops and ready to fire, number less 
than the fingers on one hand. 

Our striking power—The B-70: The Air Force planned to replace 
the B-52, our present subsonic intercontinental bomber first flown 8 
years ago, by a production program of some 200 B-70 bombers. But 
production of the B-70 with intercontinental range and a speed three 
umes that of sound, has been canceled. Only two prototype models 
of this aireraft are to be produced. They will not be bombers at all. 

Production of the B-70, over a period ‘of some 7 years, would have 
cost an estimated $750 million annually. The announced administra- 
tion reason for cancellation was it would take 5 years to produce the 
bomber. This is a normal time factor. The B-52, begun in 1948, was 
not flown until 1952. Despite administration claims, the B-T0 pro- 
gram was not canceled because it soon would have been superseded 
by missiles. Administration spokesmen have stated repeatedly that 
missiles will complement, not entirely replace, the manned bombers. 

It is clear that the B-70 cancellation resulted from lack of funds. 
As our B47 and B-52 bombers wear out or become obsolescent, this 
cancellation leaves us with no new intercontinental bombers under 
development. 

Our striking power—low-altitude penetration bomber: The Air 
Force contempl: ited development and production of a low-altitude 
penetration bomber to evade enemy radar. At low altitude a special 
engine is necessary for adequate range. The Reds already have suc- 
cessful low-altitude penetration bombers. For economy reasons this 
Air Force development program, which would have cost an estimated 
one- third of a billion dollars, was rejected. 
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Our striking power—ICBM: Recent hearings in the Congress indi 
cate that our present production program of ICBM is only one-thin 
of that of the Soviet Union. This ICBM production should be stepped 
up immediately. The cost of an ICBM program to outdistance th 
Reds is estimated at $400 million. 

Our striking power—The Polaris submarine: The Polaris subma 
rine promises to be a formidable striking weapon against which ther 
is, as yet, little if any defense. The Navy is asking a supplemente 
appropriation of S1 billion to expedite and expand this program, 
Funds should be made available. 

Our continental defense Kiehter interceptor expansion : We must 
expand our fighter-interceptor defense. We have far too few super 
sonic interceptors for the defense of the United States. 

Our continental defense—F-108: The program for the F-108, a 
supersonic, long-range, high-performance, fighter-interceptor, was 
canceled, This cancellation leaves us with no long-range supersoni 
interceptor in prospect and no interceptor aircraft of any kind under 
development. The research and production costs for the F—108 were 
to have totaled about S22 billion over perhaps a T-vear period. The 
F—108 would have provided our only dependable counter to bomber 


attack preceded by a missile barrage. To save money, the entire | 


program has been canceled. 

Our continental defense—Vertieal takeotf interceptor: The Air 
Force planned a vertical takeofl interceptor. It would require no 
landing strip. Such a eraft can take off vertically from, and land on, 
any terrain which ean be traversed by a truck. The vertical takeoff 
interceptor could be readily and widely dispersed so that most would 
survive even a heavy atomic missile attack and be available for defense 
against a much heavier attack by bombers which would likely follow. 

Qur continental defense—Antimissile missile: No such defense 
exists. The Army, which has had some success in this field, should 
have ample funds for R. & D. and for production if the problem can 
even be partially solved. 

Our continental defense—Cutbacks: The Air Force has decided, and 
the President has approved, not to proceed with the construction of 
eight bombproofed SAGE supercombat centers and the necessary de- 
fensive installations. There were no funds to bombproof these instal- 
lations. Since they would have been vulnerable to enemy attack, the 
whole program was dropped. This defense project was to have been 
the heart of our continental defense against heavy bombers. With this 
cut also went a major reduction in the BOMARC program. The 
BOMARC is our only long-range antiaircraft missile. 

The total saving in this cutback of our continental defense program 
for fiscal year 1961 is $600 million. The Air Force justifies this drastic 
measure because it is diverting most of the savings into production of 
missiles, 

Nevertheless, the fact remains that the Soviets have 950 bombers 
capable of nuclear strikes against the United States. The defense 
reduction, therefore, leaves us particularly vulnerable to enemy 
bombers. Except for the industrial triangle area—Hartford, Detroit, 
Washineton—which is to be defended, the remainder of the United 
States will have negligible defense against Red attack. 


1The Red Air Force has 150 bombers, B—52 type, and 800, B-47 type. 
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Certainly the Air Force needed more funds for missiles. But in war 
an enemy could easily knock out our remaining defense control cen- 


ters with missiles. His 950 bombers would then be free to attack at 


will, search our targets, and continue airstrikes until we have had 

enough. 

WITH ALL THE MONEY WE ARE SPENDING WHICH IS FOR DOUBTFUL PURPOSES 
IT IS INCREDIBLE THAT THE ABOVE CUTS WERE CONSIDERED NECESSARY 


This is not to Say that deep cuts could not be made in de fense 
expenditures. More than a year ago President Kise eo was asked 
at a press conference how the Government. could hope to reduce ex- 
penses When his expanding missile program was so costly. He replied: 
then certainly there must be some 


* We have got to do some good 
* * * system of weapons on another 


When guided missiles prove their efficiency, 
other kind of weapon they are displacing 
hard thinking * * * and not just pile one 
and so in the long run break ourselves. 

The President thus expressed the essence of modern milit: uy pli in- 
ning. But in cutting our continental defenses against enemy bombers, 
he was not displ: ic ing an unnecessary weapons system. He was dis- 
placing a vital sean nt in the defense of the American people against 
950 Red bombers capable of nuclear strikes against the United States. 
When cuts are in order, the ‘vy should come from elements of our defense 
which are no longer deci ‘isive against a modern military power. The 
surface fleet and our oversea garrisons should have borne the brunt 
of this reduction. 

Our continental defense—Conclusion: Attainment of the necessary 
advances in weapons which are listed above would mean American 
ascendancy over Red striking power. It would be the best possible 
insurance against Red attack against the United States and the only 
effective protect ion we could offer the rest of the free world. 

Summary of our defense position R. & D.: There is an absence ora 
lag of research and development in the following defense items: 


Nuclear propulsion. 
Rocket engine. 
B-70 bomber. 
Low-altitude penetration bomber. 
F—108 fighter-interceptor. 
Anti-missile-missile defense. 
New weapon systems. 
New ICMB’s. 
{In millions of dollars] 


Tnereased 

defense 

Defense requirements : Necessary program : cost 
Nuclear propulsion____--_----~- 125 
eS oe ani a Oto 
B-52 expansion___-_- seen HW) 
B-70 development_ ‘ . tou 
Low-altitude penetration bomber 2 - STD 
ICBM increased production 100 
POLARIS submarine increased producti on 1, OOO 
F—-108 = pstee : . 325 
Vertical takeoff interceptor oR Loe aah ts 375 
Continental defense projects re stored _ *1, 000 
SNORE Snes cere ante ene pie sitet ; = 328 


l s expenditure would not entirely be made in fiscal year 1961. 








2712 
THE LIMITED WAR FALLACY 


Not all engaged in the major problem of defense agree with the 
above- listed defe nse conclusions and requirements, There is a 
strongly vocal school of thought, principally confined to the Army and 
Navy, which holds that the United States and the U.S.S.R. have al- 
ready reached—or soon will reach—a “balance of nuclear terror.” 
They tell us that since an all-out nuclear war would be mutually 
suicidal, neither power will resort to such destruction. Nuclear war, 
they say, need worry us no more. They insist we must pare our 
intercontinental striking force and rely on the so-called minimum 
deterrent foree. 

A minimum deterrent is defined as forces strong enough to inflict 
unacceptable damage on the enemy—say the destruction of 20 cities, 
With a nuclear war thus supposedly prevented and with the funds 
saved by reducing SAC, the advocates of this concept would prepare 
for limited surface wars of the conventional type. 

The most dangerous assumption which our Government could make 
would be to rule out the possibility of an all-out nuclear war against 
the Red forces. We may call nuclear parity a balance of terror 
but how do we know the Reds so regard it? We must face the fact 
that a nuclear war with the Reds could happen. It is especially 
likely to happen if we allow ourselves to become so weak in nue lear 
striking power In comparison to the Soviets—that we eng sure 
to lose. 

The second most dange roUus assumption our Government could make 
is = by fighting so-called limited wars about the globe we can 
thereby avoid an all-out nuclear war. In fighting limited wars ean 
we depend on the Red dictators to keep such wars limited? If it 1s 
to the Soviet’s advantage, a limited war can quickly be turned into 
an all-out nuclear war. If we accept a challenge to fight a war, that 
war should be fought to decide something of consequence. Yet, by 
definition, limited wars cannot be decisive. Korea was a limited war 
which resulted in a most unsatisfactory armed truce. Even a limited 
victory in a limited war would leave al] the basie issues with the 
Kremlin still mamnenbre. In wars about the Iron Curtain we would 
suffer a tremendous geogr: iphical disadvantage as well as a serious 
manpower deficienc y. In such limited wars the Reds could swiftly 
bleed us to death. 

A hypothetical limited war can readily be envisaged for purposes 
of illustration. Let us consider strategically important Iran. There 
the anti-Communist Shah’s Government is already in trouble because 
of Communist subversion. Iran, rich in oil, has agreed with the 
Kremlin not to permit American missiles, either long or short range, 
within her borders. Tran is within easy striking distance of Red 
fighters and bombers based in the Baku area. In these nearby air- 
fields the Reds have at least 300 mach 2 fighters.2 The Soviets also 


1 Mach 2 means twice the speed of sound. 
have 2,000 transport planes. In one flight a Red division can readily 
be lifted into any nearby area. 

Now let us suppose— 
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1. That by the usual Red infiltration and subversion tactics the 
non-Communist Iranian Government is seriously threatened. 
That both our own and Red intelligence estimates indicate 
the U.S.S.R. has reached parity with us in nuclear striking power. 
That the President of the United States, at the request of 
the Shah. decides to intervene in Iran to save oil for Europe and 
prevent a probable Red takeover throughout the Middle East. 

Armed intervention: In 48 hours after receiving orders, MATS, 
from bases in Cyprus, Lebanon, and Israel, flies a Marine regiment 
into Teheran. MATS then proceeds to fly in supplies and ammuni- 
tion. The marines take up a position on the Teheran side of the 

rport, 

The Kremlin reacts promptly. From bases in the Baku area, only 
350 miles from Teheran, Red transports fly an airborne division into 
Teheran. Stores of ammunition and supplies follow quickly. This 
airborne division is covered by 200 of the mach 2 fighter planes which 
are now actually stationed in the vicinity of Baku. The I Red troops 
take 1 pa posit lon fac ing the marines on the other side of the airport. 

Although the situation is extremely tense, initially, neither side 
opens fire. 

Then suddenly someone—no one knows who—fires his rifle. In 
seconds, pandemonium breaks loose. Our 6th Fleet in the Eastern 
Mediterarnean sends earrier-based bombers to attack. They are 
joined by our land-based aircraft from Andana, Turkey, and Wheeler 
Airbase in Libya. But as these bombers approach the Red troops. 
Red mach 2 fighters attack. Our bombers suffer heavy losses. The 
inevitable comes quickly. Our Marine regiment is shot to pieces. 
Red bombers destroy the bases being used by MATS to fly supplies 
into Teheran. 

The President of the United States now has a tough decision to 
make. 

1. He can reinforce the marines. But we can never match the sur- 
face forces which the Kremlin can readily fly into Teheran from 
nearby Baku. 

2. He can wipe out the Red divisions in Teheran with hydrog 
bombs. This action might destroy much of Teheran and its popula- 
tion. It would cert: ainly lead to Red atomic destruction of our forces 
in Iran and bases in Turkey and Libya and of our Mediterranean 
Fleet. ; 
3. He can issue an ultimatum to the Kremlin that if Red forces are 
not withdrawn from Teheran immediately, he will unleash all-out 
nuclear strikes against the U.S.S.R. But this ultimatum might pro- 
voke immediate Red nuclear strikes against the United States, or at 
least a counterthreat just as demanding as our ultimatum. 

Meanwhile the Kremlin has served notice on European and Middle 
East powers that they must deny all bases to American planes: other- 
wise, the bases will be promptly destroyed. Denial of these bases for 
our use follows. 

Our position would then be all but hopeless. Some sort of a face- 
saving compromise would have to be made—one far worse than the 
Korean compromise. We would have failed to prevent a Communist- 
dominated Tranian Government. Our prestige would have esi 
enormously. 
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Limited war danger: There is a moral to this imaginary 
nightmare. 

American intervention in Eurasia to prevent the Reds from nibbling 
away the free world bit by bit may be noble in its purpose. But such 
intervention carries oTave, inherent dangers for the United States 
against overpowe ‘ring advantages for the Reds. 

If the Soviets enjoy nuclear striking parity, by blackmail they are 
likely to neutralize the Eurasian bases on which we are de ‘pendent, 
Should their blackmail fail, the bases could readily be destroved by 
bombing. 

The U.S.S.R. need not hesitate to attack a base being used by the 
United States in any Eurasian country. The Eurasian country at- 
tacked has not the streneth to retaliate. Such an attack would not in- 
cite us to attack the Soviet Union because the Red striking force could 
retaliate and dangerously cripple the United States. 

On the other hand, the Reds will enjoy every advantage over us in 
the low ation and availability ot their bases. Usually, Red bases will 
be within supporting distance of the areas in which we might inter- 
vene. The Red bases will enjoy sanctuary. Our attack against them 
would be an attack awainst the U.LS.S.R. itself. Red retaliation against 
our homeland would appear certain. n the matter of 


Tehera 


bases. there- 
fore, the Soviet has an enormous advantage over us in any Eurasian 
situation. 

Our fleet can move its carriers \ ithin bomber range of most areas 
in which we might intervene. But the fleet is higaly vulnerable to 
two Red weapons—nuclear-armed submarines and bombers. More- 
over, our fleet air arm would be outnumbered by much faster land- 
based Soviet ar raft which could pe concentrated against them. 

The Soviet Union has another CHOPrMOUs advantage over us. From 
bases within the USS... can quickly move troops, either by land 
or air. into the combat area. On the other hand. we must move our 
troops from the other side of the earth. They must he moved by ar 
or S@a. lf by air. oversea bases are necessary, These are likely either 
to be destroved or declared neutral, ()cean transport is too slow (0 
meet Red airborne intervention and is vulnerable both to Red air and 
submarine attack. 

_ is compelled to conclude that in any Eurasian area? in which 
we are likely to intervene, the Communists can readily throw far more 
air ie troop strength against us than we can possibly bring into the 
combat area. The difference in this relative strength is so pronounced 
that the Soviets, if they desire, can easily defeat any intervention In 
Eurasia which we might atte mpt. 

Only a few years ago the situation was far different. Shortly after 
World War II the Soviets withdrew troops from Azerbaijan but left 
a Red puppet government. in charge of the province. Upon request 
of the Shah. the U.S. Government sent a sharp note to Moscow and 
the Red ski government withdrew. 


Here it is quite properly assumed that should we intervene in southeast Asia, bases in 
southern Red China would be at the Kremlin’s disposal ‘ 
2 Of course, the reverse would be true in the Western Hemisphere. Here we would enjoy 
every advantage which the Reds enjoy in Eurasia For example, Soviet armed intervention 
in Cuba could be quickly dealt with—should our own Government so decide—by our forces 
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We fought a war in Korea and managed to keep it “limited.” We 
fought it under our rules. Our troops were never bombed, while we 
bombed the Reds in North Korea consti antly. More recntly, we con- 
voved supplies to (Juemoy for the Nation: alist ¢ ‘hinese. We landed 
marines and sole liers i in Lebanon. To all of hat actions the Commu- 

nists made no effective reply. 

es ipal reasons were: 

At the time of the Azerbaijan incident we had a complete 
monopoly in nuclear bombs and intercontinental ore I's. 

At. the time of the other incidents, SAC, with nuclear weap- 
ons was the world’s preeminent force. 

In the future, however, unless we have overwhelming air/space 
nuclear supremacy over the Red forces, our participation in an 
Eurasion “limited” war, rather than being indecisive, could be dis 
astrous. The current rise of Red nuclear striking power is already 
reflecting itself in the increasingly aggressive and uncompromising 
attitude of the Kremlin. It is a worthy stand for the United States 
ee ite resistance against Red nibbling away the free world 
bit by bit. But such a program is in order only if we have overwhelm- 
ing air /space nuclear supremacy together with the will to use it. 

On the other hand, were we to intervene when we do not have supe- 
rior striking forces, it will be our troops and our military and economic 
streneth which will be nibbled away bit by bit. 


FUTURE PROBLEM OF DEFENSE 


We must credit our enemy with diligence in pursuing deyelopment 
programs similar to the ones the administration has canceled for lack 
of funds. Our hope for peace and liberty is futile unless we somehow 
achieve this necessary defense deve ‘lopment and expansion before the 
Reds achieve it. 

Nuclear parity: On the day the Soviet’s striking power equals 
ours—and this will come within 1 or 2 years unless we revise our pro 
duction program—the United States will not dare to support a free 
world country by striking the Soviet Union. We may not even 
threaten todo so. Toa strike the Soviet Union would invite a Red nu 
clear attack and far more destruction on the United States than we 
could inflict on the Soviets. 

As Walter Lippman wrote February 18, 1960, we must face this fact : 

The Soviet Union has achieved parity in nuclear weapons. This has reduce 
our nuclear power from that of an instrument of world diplomacy to a national! 
deterrent against attack on the United States. 

Mr. Lippman is somewhat premature on his timing because 
today can deal a more deadly blow than can Red strategic strikin: 
power. But unless we immediately institute measures to maintain ov 
nuclear striking supremacy, Mr. Lippman’s prediction will pro) 
correct. 

Supporters of our present defense position place much store in our 
sO called weapons balance, including the strength of our allies, is as 
sessing free world overall military might. They claim this balance of 
Weapons more than offsets posible Red superiority in missiles and in 
Space achievements. Carrier-based bombers, and soon POLARIS sub- 
marines, contribute to this overall strength. But carriers are espe- 
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cially vulnerable both to enemy air and submarine attack. In war 

their contribution against. the Soviets would be slight. POLARIS 

submarines offer great promise but it will be some time before this new 
2apon is combat-ready. 

Meanwhile, 90 percent of America’s nuclear striking power rests 
in SAC. And nuclear weapons are the basis of An lerica’s power 
projected beyond the seas. Our entire major strategy is tied to nu- 
clear weapons. We have to depend upon a relatively small corps of 
superbly trained manpower, and delivery systems which ean be pro- 
duced only by a high-industrialized people. These two assentials to- 
gether with the tremendous power of the nuclear bomb are deterring 
war and constitute the principal defense of the free world. 

Unfortunately, as has already been shown in this study, for lack 
of funds, within 2 years SAC will no longer be superior to Red 
striking power. In addition to this tragedy, for a year and a half 
we have deliberately failed to test and improve our nuclear weapons, 
There are indications that nuclear testing will not be resumed before 
1961. 

Meanwhile, Soviet st riking power continues to oTOoOWw, and Red nvu- 
clear eee also continue. 

The U.S. economy : Today our debt is unprecedented. The Director 
of the Bude ret has put our debt and obligations at $700 billion. Our 
taxes are confiscatory. Yet, during the past three decades only five 
times has our budget been balanced. 

Except in 1957, because of the Suez crisis, every vear since 1950 we 

ave suffered a deficit in our international balance of payments. Our 
oversea troop costs are $3.2 billion annually. This expenditure is 

really foreign aid although it does not appear in the foreign-aid 
budget. Nevertheless, this ex aaiiees adversely affects our balance 
of payments. 

Our gold reserve stands at $19.4 billion: foreign dollar credits, with 
which foreign nationals can demand our gold, stand at $25 billion. If 
foreign holders should eall this cold, and they ean if they so elect, 
the value of our dollar would become all but worthless. 

U.S. Treasury obligations held by other nations are officially stated 
at $12.201 billion. Interest payments by the U.S. Government to for- 
eigners on these obligations amount to more than $500 million an- 
nually. These interest payments themselves constitute a form of 
foreign aid. Obviously, our economy does not justify our continua- 
tien of lavish foreign handouts. , 

Foreign economic aid: The Citizens Foreion Aid Committee has 
been erroneously accused as being hear See in objecting to our present 
foreien-handout program. But like all good Americans we are eager 
ro help others. This is A national trait. In his first volume of his 
recent series, “An American Epic,” former President Hoover relates 
that during and after World Wars I and IT, American aid in the form 
of food. medicine, clothine, shelter, and sanitation saved the lives of 

400 million people. mostly women and children. In such aid the 
ps lerican people can take just pride. 

No good American objects to our extending such agricn]tural and 
technical assistance as friendly countries may seek. The cost is 
trifling and there is scarcely an underdeveloped country that could 
not afford to pay for this kind of aid. 
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We might cite the example of the Philippines. In less than half a 
century prior to World War II the Philippines rose from an under- 
developed, primitive country into a literate, prosperous, modern 
State. Americans extended many forms of technical and professional 
assistance. American teachers by the hundreds established an excel- 
lent educational system. But the Philippine Government sought 
this assistance and paid for it. This is the only kind of assistance 
which is constructive and lasting. The billions that we have wasted 
on foreign handouts with negative results is a far cry from the con- 
structive assistance we have extended to the Philippines. 

There is no reason why our great pre-World War II Philippine 
program cannot be extended to each underdeveloped country which 
seeks our aid. 

The test of our half-century aid to the Philippines came in 1941 
when Japan struck. President Quezon immediately turned over to 
General MacArthur the entire resources of the Philippines. For the 
first time in history a subject people, whom we had occupied since 
i898, fought and fought well for a nation of another race. 

The present differences between the Philippines and the United 
States have had their origin in our postwar foreign-aid program. 
During the war the Japanese inflicted unspeakable physical torture 
on the Filipino people. Some 80 percent of their cities were de- 
stroved. Our Government made a wartime pledge to rebuild the war- 
torn Philippines. However, the Japanese have received far more 
aid than the Filipinos. Philippine reseniment is acute. 

Our military expenditures: SAC, admittedly our and the free 
world’s principal war deterrent, costs the American taxpayers less 
than 89 billion annually. SAC constitutes more than 90 percent of 
our nuclear striking power. ‘The remainder of our $41 billion defense 
budget (332 billion) is being expended to a large extent for old- 
fashioned, conventional warfare methods; this $32 billion should be 
reduced. 

Our surface forces, the Army and the surface fleet, remain essential 
but they are no longer decisive in the airspace nuclear age. Before 
the Korean war the Army and the Navy each received annually less 
than $5 billion. They should now revert to some such budget and 
thereby save $10 billion. 

The overseas cost of U.S. foreign policy, which has averaged an- 
nually about $8 billion, should be reduced over 2 2-vear period to 
something less than a billion dollars annually. This would effect a sav- 
ing of $7 billion. Tf our troops were withdrawn from West Germany, 
1 billion could be saved on tactical air support alone. 

This total saving of $18 billion would be reduced by approximately 
the $5 billion needed to strengthen our Military Establishment. Ac- 
cordingly, we could have far greater security and save $13 billion. 

Tosummarize: 

Billion 

From the surface forces save 
On foreign aid save! 


AP ORG TROtlOe ) BOOT REVO a a cisiei ew nea ane sen eae 
On effective defense increase 


Total saving 


* This cut should be effected over a 2-year period. 
3 I 
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In view of our threatened economy, the above suggested saving 18 
essential. As Dr. Melchior Paly 1, noted economist, sizes up the pres- 
ent fiscal situation : 


The problem could be solved at once—by cutting foreign aid and military 
expenditures abroad. 


THE WAY OUT 


‘The benefits of foreign aid are vastly overrated. Foreign aid ep- 
dangers our economy. The cruelest, bloodiest dictatorship of. all 
history threatens our survival. To put foreign aid ahead of our own 
defense would be suicidal both for ourselves and the rest of the 
free world, 

Our committee is convinced that foreign aid, except in certain 
instances? has run its course. It is high time that those of our allies 
who have now become prosperous, stand on their own. 

ur foreign handouts have contributed little to our defense or to 
that of the free world. In countries or areas directly threatened by 
Red aggression, military assistance must be continued. Otherwise, 
it is far safer for us and the free world to channel the bulk of 
foreign-aid funds into our own defense effort. Since the announced 
Kremlin objective is world domination, we are risking deadly peril if 
we fail to do so. Yet the st: _ reality is—our present defense pro- 
gram will permit Red supremacy in striking power within 2 years. 

One is compelled to wonder het the reason is for our failure to 
plan future superior striking power over the Red forces. Could it 
be that we are deliberately permitting our striking power to fall into 
second place? Will we next be told that since the Soviets have be- 
come stronger and have the powe rto destroy us in a nuclear war, our 
only hope for survival is to join a world order? Whatever may be 
the reason, 1f we drift into second pl: we milit: ily this much is cer- 
tain—it will be the end of freemen everywhere. 

The prime prerequisite to insure our liberty is a sound American 
economy and supremacy in airspace-nuclear striking power. With- 
out a sound economy, we cannot adequately arm. 

Without superior striking power, no natioan] strategy, no free world 
strategy and certainly no summit conference can succeed. Without 
superior striking power, small Communist-kindled wars cannot be 
limited. We and the rest of the free world can be subjected to Red 
political blackmail, our economy can be collapsed, and our liberty 
taken from us. 

With sound American economy and airspace-nuclear supremacy, 
the Red threat can be held in check until the inherent weaknesses of 
communism cause it to consume itself. 


RECOMMENDATION 


That since $8.1 billion foreign-aid funds are available for fiscal 
vear 1960, our committee urges that in the interest. of sound economy 
and stronger defense, the House Appropriations Subcommittee on 
Foreign Operations impose a cut of $2.175 billion in the President's 
foreign-aid request for the fiscal year 1961. 


' Korea, Formosa, and Berlin are examples. 
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I thank you, sir. 

Mr. PassmaAn. Thank you, General Fellers. 

That was an excellent statement. I certainly would not be in 
sition to discuss it as it deals primarily with our own military, the 
plus and minuses of Russia and our own forces. 

I am sure those who are familiar with our military preparedness 
program, serving on the Armed Services Committee, and also the 
Subcommittee on Appropriations handling the funds, will welcome 
your statement. 

[am particularly pleased with the opening and the closing of it 
because it deals with the foreign aid program as such. I deal with it, 
and I ean understand it. 

General Frevuers. I think, Mr. Chairman, I failed to make clea 
what I am driving at. We are being told from the very top of our 
Government that this foreign aid program is saving us and we have 
to do it to defend ourselves, and that is not the case. That is why 
J put all this in. 

Mr. Passman. It is an excellent statement. I am going to have to 
give a lot more thought to it, as I am not familiar with the overall 
planning in the defense of our country. 

I think I mentioned before on the floor of the House, and maybe 
before this committee, that the Members of Congress will always for- 
give « Member if he makes an honest mistake: but if he makes one 
purposely, he might as well go on home, because he ceases to be of very 
much value to the Congress and loses the confidence of the member- 
ship. 

In that connection, I think it is only fair that I comment briefly 
on the closing paragraph in your statement: 

Since 8.1 foreign aid funds are available in fiscal year 1960, our committee 
urges that in the interest of sound economy and stronger defense that Appro- 


priations Subeommittee on Foreign Operations impose a cut of $2,175 million 
in the President’s foreign 2id request for fiscal year 1961. 


UNEXPENDED BALANCES 


That was the amount of funds available on July 1, 1959, which was 
the first day of the fiscal year 1960. In all probability, I should say 
that $3 to S31 > billion of those funds have already been spent, and in 
all probability the majority of the remainder has been obligated. In 
my recapitulation we did indicate unexpended funds, then new funds 
and recovered funds. Of the unexpended, of course, a good part of 
those funds have already been obligated; and when we say available 
for expenditure, that is true technically, but it does not mean that all 
the funds will be spent. It means that they will be obligated. So in 
al] probability, when we get the final figures for fiscal year 1960, we 
shall find that there will be substantial unobligated funds; but that 
part unspent, a great majority of it, will have been obligated, and even 
though the carryover unexpended into the new fiscal year 1961 may ap- 
proach 5 billions of dollars, a good part of it has been ob ligated. I 
would not want to leave any witness under the impression, and I am 
sorry if my statement left that impression, that this money was av: ail 
able for new obligations, because the major portion of it had already 
been obligated. 


3909 — 60—pt. 2 
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(seneral Fe_iers. I understood that. 

Mr. Passman. That is fine, sir. 

Mr. Harniscurecer. Can't your committee insist that those obli- 
gated funds are rescreened in the light of prevailing conditions? 

Mr. Passman. That is exactly what we are endeavoring to do—te- 
screen. 

General Fellers, we have two very able members of the subcom- 
mittee handling defense funds present with us, who are members of 
this committee. As the ‘y do understand more about what is vi 
for our own military, and some of the things which you mentioned, j 
may be that they would have some statements to make or some te 
tions toask. I should like. therefore. to yield to my good friend, anda 
very able member of this committee, as well as the subcommittee which 
handles the defense appropriations, Mr. Andrews of Alabama. 

Mr. Anprews. I would like to say I think the gentleman ought to 
make the latter part of his statement before another committee, ] 
disagree with him in many areas, having served on the Defense Sub- 
conunittee for Appropriations for the Defense Department for the last 
fh years, 

Mr. Passman. Mr. Ford, do you have questions to ask the General 
at this time ? 

Mr. Forp. Mr. Chairman, I believe General Fellers made one very 
accurate statement. No one would disagree with it. On page 17 he 
said, and I quote: 


Not all engaged in the major problem of defense agree with the above-listed 
defense conclusions and requirements. 


Chere is no doubt about the accuracy of that statement. 


OPPORTUNITY TO RESPOND TO CRITICISM 


I would like, because I think some serious charges have been made 
here, to request that the De partme nt of Defense have an apportaey 
to respond point by point as the y see fit to the eritic Isms made here 
by General Fellers. This can be or should be in my Opinion a part 
of the record, immediately following General Felle rs’ conclusions. 

Mr. Passman. Off the reeord. 

( Discussion off the record. ) 

Mr. Passman. I would not want to second the ae) hotion and violate 
the rules of the committee. I am of the opinion that since this 1s 
General Fellers’ own statement, and it is in the record, as soon as the 
record is printed then they will certainly have an opportunity. 

Mr. Forp. I am simply saying, because of the serious charges con- 
— here, that the ieee Department have an opportunity to take 

L copy of the prepared statement by General Fellers and respond 
point by pomt if the De ‘partment wishes to do so. 

Passman. I believe the gentleman from Michigan understands 
I ius try to be fair. This is the general’s own statement before the 
Subcommittee on Foreign Operations Appropriations. He has read 
the statement into the record; and we agreed earlier that we are 
in executive session, and none of this should be released until such 
time as the hearings have been printed; I wonder if the gentleman 
would not permit the committee to operate by its rules. Then, if I 
mav say off the reecord—— 

( Discussion off the record. ) 
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Mr. Passman. General Fellers made a statement before the Foreign 
Operations Subcommittee, expressing his own opinions as to our pre- 
paredness program, and he gave his estimates of the pluses and minuses 
of theentire program. THis statement will fall or stand on the weight 
of its accuracy. There will be other statements made before this com- 
mittee that will in all probability attract the attention of the members 
asmuch so as his statement. As it has not violated the security rules, 
and we are in executive session, information given to this committee 
is not to be made available to the press or to the public until the hear- 
ings have been printed. I wonder why we could not abide by the 
rules, and when the hearings have been printed then the Defense 
Department will have an opportunity to go into the statement made 
by General Fellers. 

“Mr. Forp. My only suggestion is, Mr. Chairman, that the Defense 
Department be given an opportunity to respond to the allegations made 
here prior to the time the reeord ts printed so that in the record we will 
have both the allegations and the responses. That, to me, is a fair 
ind proper way to handle the situation. You are in that way giving 
both the proponent of the view and the opponent of the view oppor- 
tunity to have a voice on the record. 

Mr. Passman. Would that not also apply to every other outside 
witness appearing before this committee who makes allegations and 
statements that he understands are factual? I have heard some very 
fine statements today dealing with our economy, dealing with our dol- 
lar credits abroad, the gold reserves; and, in all probability, other 
departments of Government would be just as anxious to come before 
the committee and attempt to refute what Mr. Campbell and the other 
witnesses have said. 

Mr. Gary. Mr. Chairman, may I say that the Defense Department 
has not presented its request for funds yet. We have got to go into 
that. There would certainly be nothing to prevent Mr. Ford or any 
other member of the committee from questioning them. on any point 
that has been raised with respect to this testimony. You can say it 
has heen stated before this committee, so and so, and give them an 
opportunity to refute it. 

Now, Mr. Chairman, there is one thing I want to say. 

Mr. Passwan. Yes, sir. 


OUTSIDE WITNESSES 


Mr. Gary. We have heretofore limited outside witnesses. Most of 
them have been in favor of the foreien aid program. I think this year, 
since we have had this rather prolonged hearing, that we ought to give 

‘time to people who want to present views in favor of the program. 
r. Passman. I think that we have always been fair about that. So 
faras Iam concerned, outside witnesses may have a week, pro and con. 

Mr. Gary. I certainly intend no reflection on the chairman. It has 
been done by the committee. The entire committee has been respon- 
sible for that action. It is no criticism of the chairman that I am 
making. Tam just saying I do think we ought to give more oppor- 
tunity to outsiders to testify in favor of the program, including any 
representatives of other organizations that want to testify. 

Mr. Passman. I think that is an excellent suggestion. 
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However, I want to say for the record, subject to correction, that 
one year I sat for 5 hours and 10 minutes listening to outside wit. 
nesses who were in favor of increasing the program. 

Mr. Gary. Have they asked to appear before the committee? § 
far as I know, no one has been denied the privilege of appearin 
this co amitioc. | woul | be the last one in the world to de ‘TY anyone 
the priv ilege of ae pear ing before this committee, insofar as time wil] 
permit, to testi yone ‘ither side. We are here to get all the 1 nformia- 
tion we can, and : waht to get it on both sides. 

Mr. PassMaAN. | might Si\ to the eentleman trom Virginia that we 
have il file of possibly 29 W ithesses who are GOIN LO appear and testify 


2 before 


for the funds. Some of them are going to even ask for an increase, 
I can assure the gentleman that I have never deprived any witness an 
opportunity to appear before this committee. We have had a limita- 


tion of minutes because of the 1: irge number appear ina before the com- 
mittee: but so far as I, personally, am concerned, | am willing to sit 
and hear as Many witnesses who want to come and testify for it. By 
the same token, I would be w illing to hear more witnesses testify tor 
reduction. So far as I am concerned, we will schedule an entire day, 
beginning at 10 and going until the hour is late, so all those who desire 
to testify for it may be able to do so. If the gentleman from Michigan 
is willing, then we shall defer so far as notifying the Department of 
Defense. There will be opportunity after they come in when vou may 
ask these questions from the rec ord, and the 2V Whi ly vive thei ir? AlNSWeYS, 
Is that acceptable / 

Mr. Forp. That procedure I believe in this instance will be permis- 
sible as far as ] al concerned. I would like to say, however, that if 
my suggestion as originally made is not agreed to, then I would cer- 
tainly like at this point to have the opportunity of nena 
General Fellers in reference to certain statements he has made here 
so that his charges and the responses are all a part of a continuous 
record. 

[am willing to stay here until midnight tonight—— 

Mr. Passman. That is entirely the gentleman’ s prerogative. This 
is one committee on which there is no limitation upon the time that the 
individual members desire to use, and examine the witness. 


I recognize the gentleman from Michigan to examine in 
Way, 


his own 
POLARIS SUBMARINE PROGRAM 


Mr. Forp. On page 24 


of your prepared statement you say, and 
quote : 


POLARIS submarines offer great promise but it 


will be some time before this 
new weapon is combat ready. 


What do you mean by “some time” / 

General Fevvers. I do not know the exact time. T think the papers 
have reported it will be possibly 1963 before the POLARIS weapon 
will be in service, manned by the men who can shoot. 

Mr. Forp. I think, General Fellers, even the newspapers have said 
that during this calendar year there will be two POLARIS-missile- 
firing submarines at sea combat ready. 
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addition, [ think you will find—this is general knowledge—that 
‘ach succeeding calendar year, starting with January 1, 1961, a 
um of three and possibly more POLARIS-missile-firing sub- 


marines will be coming into the inventory. 


eral Feciers. You have better information than I. I think my 

\ ent of “some thine’ was accurate. I did not know exactly. [ 
now they have only fired one to date from a — arine submerged. 

Mr. Forp. I hate to charge you with inaccuracy, but even in that 
ase it is not accurate beeause they have not vat ‘fired one from a 
submerged submarine. 

General Fevers, The p: ipers have so reported it. 

Mr. Forp. [think you are inaccurate. 

General Fevers. | must have misread it, then. 

Mr. Forp. I think what they said is they fired.a missile from a 
vessel underneath the water, but they have not vet fired a POLARIS 

ssile from a submarine under water. That does not mean that the 
two sul marines will not be available, in the inventory and combat 

acy ne ci alendar L960, 

[ presume, General Fellers. vou are familiar with the fact that we 
ave a fairly substantial POLARIS missile submarine program. 
\re vou familiar with the number of submarines which have been 
I nded to date ? 

General Freiiers. No, sir; I am not. I know the Navy wants 
another billion dollars and I approve it, but I do not know how many 
submarines are being built. 

Mr.Forp. Do vou know how many missiles are in each POLARIS 
submarine ¢ ; , 

General Fecuers. [think 15, but 1 beg off on that 

Mr. Forp. I think even the newspapers have said 16, but you are 

, close. The facts are that through this current fiscal year we 

fully funded nine POLARIS submarines and partially funded 
three more. In the President’s budget for fiscal 1961 there is a 
request for 9 more fully funded POLARIS submarines and partial 
ig of > more, making a 21-fleet POLARIS missile program. 
ink the record is also clear—it has been said several times— 
each single POLARIS fleet ballistic submarine there is more 
destruction than all of the allied aireraft and all the enemy aircraft 
fred in all of World War IT. 

General Frciters. Yes: I have heard that statement, but they are 

| lighter weapons than the bomber carries or the ICBM. 


COMPARATIVE STRIKING POWER OF SAC 


Forp. That is true. On page 24 you say, and I quote: 
‘tunately, as has already been shown in this study, for lack of funds, within 
s SAC will no longer be superior to Red striking power. 
\re vou positive of that ? 
General Feciers. I have gathered that from information available 
tothe public; ves. It he is been so stated by airmen. 
a Forp. Has any responsible topflight Air Force, Army, or Navy 
oficial said that, a person who is fully familiar with our war plans 
an do our war capability ? 
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General FeLiers. That is my impression: yes. 
Mr. Forp. If you could, I would appreciate having that statement 
put in the record at this point, and the source of it, if you would, 
please. 

General Freciiers. I will do that, sir. 
(The following information was supplied :) 


On January 25, 1960, Joseph Alsop’s column quoted General Power’s testimony 
before a congressional committee as follows: 

“Tf [the Soviets] could effectively threaten us from a position of such military 
superiority that we would feel unable to defend ourselves, our capability t 
resist * * * would be greatly reduced, if not nullified. [such] military superiority 
would be achieved through accumulation of [enough] ballistics missiles to destro 
our retaliatory forces before they could be launched. Surprisingly, this would 
not take very many missiles under present conditions. * * * The total number 
of installations and facilities from which we can launch nuclear armed aircraft 
or missiles at this moment is only about 100. All of these faciilties present “soft 
targets’’—that is, they could suffer crippling damage even [from] a 

Columnist Alsop continued : 

“Furthermore, as General Power admitted, America’s nuclear striking power 
thongh vast. is also very vulnerable te missile attack. This 
power, mainly SAC, is concentrated in 


near miss,” 


is hecause our 
a few targets, lacks effective warning, and 
so on. For these reasons. a small number of Soviet missiles—General Powers 
says 300—will be enongh to wipe out virtually all our nuclear power before it can 
get off the ground. With these missiles in their armory, the Soviets will not 
need to fear our counterstrike: and our deterrent will then cease to deter.” 

Addressing the American Legion National Security Committee in Washington 
January 28, General Power said : 

“There can be little doubt that the Soviets are producing ballistic missiles 
at the high rate indicated by Premier Khrushchev It is, therefore, conceivable 
that, within about 2 years, they will have built up a sufficient stockpile to permit 
a massive attack on the United States. 

“When that time comes, we will have no active defense whatever against ballis 
tic missiles. We will have an interim warning capability within this time period. 
But we will not have in full operation warning systems which, under all 
circumstances, will give SAC enough warning to get the alert force airborne 
before it can be destroyed on the ground 

Thomas G. Lanphier has stated that the first Red sputnik launched on October 
4, 1957, justifies the assumption that the Russians then had the capability of 
producing the ICBM. Since then, had they so desired, according to Mr. Lanphier, 
they could have 300 ICBM’s now. 

Let's hope that this estimate is wrong and that the Defense Department's 
estimate of 10 Red ICBM’s is correct. But Lanphier could be right. 

However, let’s use a more conservative estimate. From a New York Times 
editorial of February 7, 1960, I quote: “* * * An intelligence estimate puts the 
Soviet and American ICBM positions as follows: At present, Russia has 10 
ICBM’s and the United States three. By June [1960] the Russians will have 
35, the United States 18. <A vear later [June 1961] the Soviet total will be be 
tween 140 and 200 and the United States will have 54. By 1963 the position 
may be 500 to 200.” 

General Power estimates that 300 missiles are sufficient strength virtually 
to destroy our striking power before it could be launched. The intelligence 
estimate above quoted calculates that the Soviets will have 140 to 200 ICBM’s 
by mid-1961; by June 1962 they may well have an estimated 300 ICBM’s. 

To maintain ascendancy over Red striking forces, the following steps are 
indicated : 

1. A warning system able to get our alert bombers airborne before being de 
storyed on the ground. 

2. Either bombproofs for bombers or an around-the-clock-airborne alert. 

3. Bombproof protection for our ICBM. 

4. Increased production of bombers and missiles. 

5. Research and development of new bombers and missiles. 

Unless the above measures are taken, and our present program contemplates 
only a fraction of the requirements, our striking power will be vulnerable 
to a sneak attack and total destruction. To my mind, within 2 years, this will 
be the equivalent of SAC being second to the Red striking power. 
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NUCLEAR AIRCRAFT 


Mr. Forp. Turning to page 10 of your prepared statement, you have 
quite a bit to say about research and development on nuc lear propul- 
sion. This comment goes on through part of page 11. I quote this 
from page 11: 

Last year Lt. Gen. Roscoe Wilson, who is in charge of the Air Force research 
and development, said that with $200 million a year for 2 years, we could have 
nuclear-powered aircraft in flight. 

Do you know what kind of a nuclear aircraft he was talking about ¢ 

General Fetters. No, I do not know. 

Mr. Foro. Do you know there are two kinds that have been dis- 
cussed, or two different kinds of programs? One is a nuclear-powered 
aircraft that cannot get off the ground without jet assistance, it can 
only fly with nuclear power for a limited period of time. It is not 
really a weapon system. The other proposal is to really develop a 
nuclear-powered aircraft that will be a true weapon system. 

Do you know which General Wilson was talking about ? 

General Fetters. Yes: my impression is—I could not say positively, 
that he was talking about a bomber, but his—Wilson’s—remark did 
not specify. 

Mr. Forp. I think if you look back in the hearings last year before 

our Subcommittee on Defense Appropriations, you will find he was 
talking about the former. It was his view that we could get the first 
type of aircraft nuclear powered into flight in a reasonably short 
period of time, but a nuclear-powered aircraft which was a true weap- 
on system would take considerably longer. I happen to remember 
General Wilson’s testimony because I interrogated him about it. 

General Fetters. You are more familiar with it. I did not say a 
bomber. I said, “have nuclear-powered aircraft in flight.” 

Mr. Forp. Do you think a nuclear- powered airer aft that had no 
weapon potentiality would help our defense picture / 

General Fetters. It would help in the sense that it would be the 
forerunner of something better, of course. 

Mr. Forp. I think if you read that testimony very carefully, there is 
a vast difference between just developing a nucle: ar-powe red aircraft 
that can fly and a nuclear-powered aircraft that has a real weapon- 
system potentiality. There is quite a difference. 

General Feviers. I am sure there is. but do you not think the fact 
that they get a nue ‘Jear- powered aircraft off the ‘ground is a beginning 
a ag ing for a bomber ? 

Forp. I think the research and deve ‘lopment people, including 
i al Wilson, would say there is not much similarity in the ap- 
proach from an R. & D. point of view. In fact. General wilson this 
year in the same hearing said he had changed his view and that he 
now subscribes to a nuclear-powered aircraft program that really 
alms at a we: ipon system concept. 

I bring this up because the $200 million a year for 2 years that you 
mention in your testimony was aimed at the nonweapon system con- 
cept. It was not aimed at a true weapon system concept. 

Ido not have the figure at my fingertips, but it is my best recollec- 
tion—I will check it for the record and insert the accurate figure—that 
we to date have spent about a billion dollars on the nuclear-powered 
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aireraft program over a sp of about 9 apt Half of it has beer 
spent by the AEC, half of it has been spent by the Air Force or the 
Department of Defe nse. 

Now in fiseal 1960 the S75 million which you mention _ for the 
nuclear-powered aircraft program is only that part spent by the Air 
Force. The AEC is spending approximately an equal amount this 
current fiscal vear, It is proposed 1} n fiscal i961 1 that the same type 
program be funded. 


THRUST OF SOVIET DEVELOPED ENGINES 


On page 11 you say.and I quote : 

The Soviets already have engines developing 1 million pounds of thrust. 

Are you certain of that / 

General Fretiters. No, I am not certain of it: no. sir. I have read 
thatinthe paper. 

Mr. Forp. I read the newspapers very closely on the space program 
because I was on the Select Space Committee in 1958 when it was 
first setup. I have never seen a statement nor have I heard a statement 
by anybody who is supposed to know that they have in being, the 
Sovie iS,e nein ies deve loping lL million pounds of the ust. 

General Freviers. IT had a clear conviction of that from some place, 
mavbe { he A ir Force magazine, or some source like t hat. 

Mr. Forp. If you can find that reference, I think it would be helpful 
to put it in the record. 

(;eneral Fevers. I will be @lad to. 

(The following information was supplied :) 


The following extracts from the press indicate that the Soviets do have 
engines developing a million pounds of thrust : 

From the Baltimore Sun, January 17, 1960, under the heading “Huge SATURN 
Superrocket Pushed” : 

“Russia’s Lunik III, whose payload orbited the moon and took a picture of the 
far side, had a thrust of somewhere between 600,000 and S00,000 pounds, Amer- 
ican scientists have estimated. An ATLAS intercontinental ballistic missile 
has a thrust of about 360,000 pounds.” 

From the Washington Star, January 27, 1960, under the heading ‘Missile 
Chief Sets Fund Plea,” quoting Space Administrator T. Keith Glennan: 

“It is clear that the Soviet Union continues to hold a substantial space lead 
in the eyes of the world. 

“I think it is time that all of us recognize that on the basis of the present 
‘scoring’ system, one based almost wholly on weight-propelling capability, we 
cannot expect to outseore the Soviets for a considerable period of time.” 

From Space Age News, March 14, 1960, under the heading “Russ Developing 
New Satellite as ‘Space Pad’ for H-Missiles” 

“Russian scientists are developing a satellite designed to launch two thermo- 
nuclear-tipped missiles earthward while orbiting 300 miles in space, Space Age 
News learns exclusively. 

“A West German scientist, who requests his name not be disclosed, tells SAN 
the Soviets will have necessary launch and control capability ‘within 2 years.’ 

“Employing 800,000-pound boosters—which the Russians already possess—the 
satellite and its payload could orbit indetinitely at 300-mile altitude until the 
missiles are fired by preprogramed signal from undetectable earthbound bases.’ 

From Aviation Week, March 7, 1960, under the heading “U.S.S.R. Hatches 
More Space ‘Spectaculars’ ”’ 

“Soviet Russia is about to begin a new chapter in the conquest of space that 
will assure her leadership over the United States in this field for some years t0 
come. 


has bee 
ie “The primary advantage that will provide Russia with superiority in this 


ce or the second round is exactly the same one that gave her leadership in the first place 
superior propulsive power.” 
‘e for the And in the same article, quoting testimony by George V. Allen, Director of the 
y the Air U s. Information Agency, before the House Science and Astronautics Committee : 
ount. this “Today, although we continue to see the hope expressed abroad that the 
1G this United States will catch up, we also see growing doubt that this is likely during 
amie type the next 5 or even 10 years.” 

From Business Week, January 30, 1960, under the heading ‘More Russian 
Space Shots” : 

“Power to burn—the best time for a moon shot, during February, will be 
around the 19th or 20th. But with the tremendous thrust the Soviets have 
reported!y built into the first of their fourth generation of rocket boosters, strict 
adherence to a particular firing date should not be necessary. 

“Official details as to what the latest Soviet rocket booster looks like have 
not been released. But in an interview with foreign newsmen, Anatoly A 
Blagonravoyv, of the Soviet Academy of Sciences, said in Nice last week that 
the first stage rocket engine has a thrust ‘three or four times greater than the 


thrust, 


ave read vere oe aes ee : 
largest Soviet intercontinental ballistic missile engine. Since the thrust of 
the T-3B is generally rated at 700,000 to 850,000 pounds, this would indicate 


program that the first stage space booster, at a minimum, is capable of delivering 2 million 
1 1 was pounds of thrust—twice that of NASA’s SATURN, on which testing will start 
atement early this spring. And its thrust could well be over 3 million pounds.” 
ine the Thus it appears that my remark that “the Soviets already have engines de- 
So? veloping 1 million pounds of thrust’ is doubtless entirely accurate. In fact, 
t is a modest estimate. The Soviets have hurled several satellites into space 
ie place, which weigh several tons. 


Mr. Forp. The highest thrust I have seen publicly attributed to the 
helpful Soviet Union is around 700,000 pounds. 
General Frecuers. They must have, obviously, more than we. 
Mr. Forp. There is no doubt about that. Our thrust today, even 
if we combine them in clusters, as we do, as vou know, is around 300, 
do have 00 pounds’ thrust. IT admit they have more, but I have never seen 
ois anvthine from a reliable source that indicates they have a million 
SATURN : . : 
pounds’ thrust. 
re of the General Frtiers. I could not say how reliable my source is. I do 
s, Amer- not have access to 
missile Mr. Forno. I would appreciate vour looking it up. 


“Missile General Feiuers. I have read it some place. 
MS 
ace lead \BANDONMENT OF AIR AND SPACE WEAPON RESEARCH PROGRAMS 


present Mr. Forp. Further on, page 11, you say, and I quote: 
lity, we P . 


j All major air and space weapon systems development for fiscal year 1961 
veloping have been canceled to effect a saving of a quarter billion dollars. 

Could you enumerate those for us for the record 4 

General Feivers. | would have to run it down. 

Mr. Forp. I would appreciate such a listing. I am not familiar 


thermo- 
ace Age 


lls SAN with such cancellations. 
| years. (The informat ion to be supplied follows a 
»ss—the 
ntil the From my notes I find a listing of the 12 additional essential research and 
bases.” development projects which have been abandoned for lack of funds: 
Hatches B-70 navigational system. 
SAMOS satellite system. 
ce that MIDAS satellite system. 


ears to NORAD air weapons control and warning system, X-15 experimental high 
altitude plane. 








Advanced AICBM (SPAD) anti-ICBM. 

SAIN T—Relates to air defense command and control. 

DISCOVERER satellite. 

Lincoln radar—Radar system being developed at the Lincoln Laboratories, 

ST L—Cannot recall what this item is? 

Propulsion—Refinements. 

Command operations—Principally communications. 

The total cost of the above projects for the fiscal year 1961 would have been 
roughly $260 million. 


ICBM DEVELOPMENT 


Mr. Forp, Further down on page 11 you say—and I quote: 

Except for the MINUTEMAN, which has already passed preliminary tests, 
there is no improved ICBM under development. 

Are you sure of that? 

General Fr_ters. Well, no; I am not positive of any of this, but I 
have enough conviction from my sources that I am reasonably sure. 
I do not have access to the information that you have. 

Mr. Forp. The only reason I ask these questions, General Fellers, 
is that these are fairly fee scasse a statements. 

General Fetters. Yes. [ will run down my sources. 

Mr. Forp. I would appreciate it. 

(The following was supplied :) 

I have seen this comment in the press, but as vet have been unable to locate 
the clipping. Proof, however, is readily available. No new item for ICBM 


development appears in the defense budget for fiscal year 1961. Hence, there 
is no improved ICBM under development. 


SAC AIRCRAFT INVENTORY AND CAPABILITY 


Mr. Forp. In your prepared text, on page 12 and elsewhere, you talk 
about our SAC-manned aircraft or our air-breathing program, 

General Fre.vers. I do not quite follow that? Air breathing? 

Mr. Forp. An engine. I am talking about the conventional engines 
wr jet engines; those are air-breathing powerplants. 

General Frviers. I thought you meant it was in my statement. 

Mr. Forp. No. You say on page 12: 

This decrease in SAC is further aggravated by the fact that its bombers, the 
B47 and the B—52, are wearing out. 

Are you stating that we have completed our procurement of B- 52’s 

General Feiiers. No. A new plane is not wearing out. 

Mr. Forp. Are you stating that we have bought our last B-5 

General Frtiers. No, sir. Where do you get that? I S we 
decreased SAC by 225 bombers from the strength of SAC. 

Mr. Forp. You are familiar, of course, with the fact that in the 
last 12 months we have added between 15 and 20 bombers to SAC’s 
B-52 aircraft inventory: are you not? 

General Fetters. I am not familiar with those figures, but I am 
familiar and know my sources on the cuts of 225 bombers. SAC has 
been reduced that much. 

You have statements from airmen who have testified, and it has 
come out in the papers, that the B-52’s and the B-47’s are wearing 
out and not being replaced as fast as they are wearing out. My 
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figure is 1,272 fewer airplanes in the Air Force in fiscal year 1961 than 


they had in 1960. Weare decressing the Air Force. 

Mr. Forp. That may be true, but do you think we should substitute 
for every prope ‘ller-driven aircraft a jet aircraft / 

General Fetters. SAC is all jet. 

Mr. Forp. Do you think we have to replace every B-47 that becomes 
obsolete with a B-52 4 

General Freviers. If that is the best plane available, of course. 

Mr. Forp. Should our replacement be on a 1-for-1 basis, B-52 for 
BAT? 

General Fetters. I could not go into anything that technical. I 
would say the B-52 is essential for our bases in North America; we 
cannot be sure we will have bases overseas; the B—52 is a far prefer- 
able weapon to the B-47 and we do have a program of replacing with 
B-52’s. 

Mr. Forp. We are in that program right now. 

General Fritters. I do not know quite what I am deficient in here. 
[ do not know what you are driving at. 

Mr. Forp. I get the impression here that you are advocating a re- 
placement of every B-47 by a B-52. 

General Friiers. No, sir; I said the program was to replace the 
B-47’s with B-52’s, but it is progressing slowly for lack of funds. 
That statement is correct. 

Mr. Foro. You do not want us to buy more B-47’s? 

General Feiiters. They are being replaced by B-52’s. 

Mr. Forp. Are you familiar with the B-58 program / 

General Fretiers. Not very; in a general way. I have seen it fly. 
I know it. 

Mr. Forp. I am sure you are familiar with the fact that the B-52 
isa long-range bomber and the B-47 is a oe range bomber. 

General Friuers. Yes; and it (the B-47) does not make distant 
targets without refueling in flight. I understand that. 

Mr. Forp. I am sure you know the B-58 is also a medium-range 
bomber with certain capabilities. 

General Fenuers. I am sorry, but I do not quite understand your 
question. 

Mr. Forp. I am just disputing the statement here that our SAC- 
manned aircraft program is going down in capability. That is not 
true. 

General Feiuers. Its numerical strength is 225 bombers less. 

Mr. Forp. Do you know the bomb-carrying capacity of the B-58’s 
and the B-52’s compared to the B-47’s ¢ 

General Fetters. Pretty much. 

Mr. Forp. Do you think that just because we go down in numbers 
that we are necessar ily going down instr iking cap: abilit y! 

General Feciers. Not necessarily. 

Mr. Forp. The mere fact that you have lost numbers does not mean 
you have lost the ability to retaliate in strength. 

General Fenrers. Numbers mean everything when you lose planes 
ina sneak attack. We will have to fight this war with what is left 
after the attack takes place. The more striking units you have and 
the more dispersal, the more apt you are to survive; numbers do mean 
something. 
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Mr. Forp. I thought you told me a minute ago you did not think 
we should replace B-47 ‘sby B-52’s, on a 1-for-1 basis. 

General Fetters. No, I didn’t say that. I would like to go back to 
what I did say. 

Mr. Forp. Surely. I would be glad to have you do it. 

General Feuuers. I said the decrease in SAC is further aggravated 
by the fact that its bombers, the B-52’s and the B-47’s, are wearing 
out. That statement has come from a number of sources. More- 
over, missiles have not yet strengthened SAC. I do not see anything 
wrong with that statement. 

Mr. Forp. It is true that the B-52’s and the B-47’s are in the in- 
ventory and are wearing out. That is true. 

General Feiiers. That is all I said. 

Mr. Forp. The inference is that we have concluded the program of 
B-52’s. 

General Fetters. That 1s your inference. It is not mine. I have 
been to the Boeing plant, I have seen them lined up 20 in arow. Of 
course, they are now building them. Iam glad they are. 

Mr. Forp. Any inference that our SAC-manned aircraft is deterio- 
ating is inaccurate / 

General Fetters. No, sir. We are 235 bombers numerically short, 
and numbers mean a great deal if you are exposed to a sneak attack, 

Mr. Forp. The n ei vou think we should replace those 225 by 295 
more bombers, B-52’s 

General Fruuers. 1 would like it very much, B-52’s, yes. I think 
the airmen would also. 

Mr. Forp. The Air Force has never recommended any bigger B-52 
program than we have in the current budget: the Air Force has not. 

General FELLERs. They have not They certainly would preter a 
B-52 to a B-47. 

Mr. Forp. I agree. 

General Fevurrs. And it is their program that the B-52 is replacing 
the B-47 as fast as they ean. 

Mr. Forp. But not, General Fellers, on a plane-for-plane basis. 
Actually, if you look at their testimony, you will tind for every three 
squadrons of B-47’s the Air Force wants to replace them with two 
squadrons of B-52’s. That is the ratio they want. 

General Frtiers. They would still have more striking power. 

Mr. Forp. I agree. Then I do not think vou can complain about 
the loss of 225 bombers. 

General Fretiers. If that is the case and that is the only loss there Ss 
pe hi aps we are in a better position except for the fact that we will 
take some losses if we have a sneak attack, and the more bombers you 
have the more likely you are to have more 
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Mr. Forp. Also, you say on page 12—and I quote : 





It is clear that the B-70 cancellations resulted from a lack of funds 
General White testified before our defense appropriations commit- 
tee that the lack of funds was not the reason the Air Force was 
prevented from proceeding in fiscal 1961 with the B-70 program. 
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He indicated that he requested authority to proceed with the B-70 
program as originally planned, he would find the money in the Air 
Force budget, and it would not require any additional funds for the 
\ir Force. The decision, despite this willingness on the part of Gen- 
eral White, was to keep the program going on a two-prototype re- 
search, development, test, and evaluation basis. 

Mr. Chairman, I will get the quote from White, which is as I indi- 
cated, so that there will be no question about what he said, so my words 
will not be the words that are in the record, but his will be. 

Mr. PassMANn. Very well. 

(The quote referred to above follows :) 

GENERAL WHITE. There was one question to which I gave a reply, and maybe 
this gives me an opportunity to elaborate a bit. I understand exactly why it 
turned out, in my opinion, to be misinterpreted. I was asked who made the 
decision on the cutback in the B-70. I replied that I got my budgetary orders 
from the Secretary of Defense. That was very widely held as saying that the 
B-70 cutback was a budgetary decision. Well, actually, that was not what was 
in my mind at the moment. I do not think the B—70 cutback was a budgetary 
decision. Obviously, I wanted to make certain where my orders came from, and 
what I meant was when a program in the future is cut back very drastically 
it means we must take budgetary action right now in order not to waste money. 
So that is really what I had reference to in relation to getting budgetary orders 
from the Secretary of Defense. I could elaborate on that a little further. 

When this subject arose, I, in the agony of going through this cutback, volun- 
teered, without too much consultation with my Secretary, that I would find a 
couple of hundred million more dollars in the Air Force’s budget to make up 
he difference. I realize that in doing so I was possibly risking the loss of $200 
million at the chance of getting this program continued more or less at the early 
date. The proof of the pudding is that, while we did not get the increased 
program, they did not take the $200 million away. 

Mr. Forp. In other words, it could be said quite legitimately that the decision 
to go from a - plane B-70 program to a two plane prototype program, 
which we now have before us, was a technical rather than a purely dollar 
consideration. 

General WHITE. It was a technical consideration and there were differing eval- 
uations as to the probable or possible future course of events (p. 524, pt. 2, 
“Department of Defense Appropriations for 1961") 

Mr. Passman. If the gentleman will yield, I want to again say for 
rh record that we have had many outside witnesses before the com- 

tee in the past. Heretofore, with few exceptions, they have taken 

stand in support of the requests. Their statements either stand or 
f; i on the basis of their own accuracy. That observation also stands 
now. Ott the record. 

(Discussion off the record.) 

Mr. Passman. TI should like to say that the rules of this committee 
have alw: ays been that every member of the committee is on his own, 
and has a right to examine any — ee before this com- 
mittee, for or against the bill, whether it is a Department witness or 
hot, 

He may examine the witness as long as he wishes. There has never 
been any attempt and, for that matter, there never will be, to cut off 
any me mber, As this is the first time we have ever had such an exam- 
ination of outside witnesses, | know of no rule of the committee which 
would preclude this subeommittee from hearing outside witnesses. 
We might pursue that same policy in this committee in the future. 

[ should like to ask the distinguished gentleman from Michigan, 
Mr. Ford, if he would be agreeable to hearing two other outside wit- 
esses Who are present this afternoon: and at the conclusion of their 
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remarks, if there are no questions on their statements, we shall retur 
to General Fellers. After we do so we will decile whether to cop. 
tinue it this evening, or whether to return at some subsequent date, 
Is that procedure agreeable / 

Mr. Forpv. Mr. Chairman, I am perfectly willing to accommodate 
the other witnesses and to discontinue by interrogation of General 
Fellers so that. the other witnesses may have a chance to make air. 
craft or train connections. 

do not object. However, if I could add the thought that, at the 
conclusion of the other witness’ testimony, we resume again with Gen- 
eral Fellers. He is in Washington. He is available and at the 
convenience of the committee: he can come back and testify tomorrow, 
next day, or a month from now. 

I. for one, will stay and hear Dean Manion and the other witness, 

Mr. Passman. If it is agreeable, why shouldn't we return to the 
general after we have heard these other witnesses 

Mr. Conte? 

Mr. Conte. I have many questions to ask. I think the testimony 
of 55 minutes which the witness took is full of holes and deserves 
thorough cross-examination, and also Mr. Harnischfeger has made 
some remarks that deserve scrutinv. Mr. Chairman, I have been 
to all subcommittee hearings except last week. I have sat here religi- 
ously. I did not know we would go this late. I have an important 
function that I should attend this evening. I would like to havea 
chance to examine the witness. I do not care whether it is tomorrow. 
next week, or in 3 weeks. 

Mr. Passman. General Fellers, you may take your seat. 

The committee will continue in regular order. 

Mr. Forn. I understand the problem Mr. Manion has. I sincerely 
hope that the chairman will permit Mr. Manion and the other wit- 
nesses to initiate their testimony. 

Mr. Passman. I would prefer to proceed in regular order, if we 
may. 

Mr. Forp. Mr. Chairman, I am sorry if that is the way you are 
going to run it. 

Mr. Passman. We have hearings scheduled. We do not know when 
these witnesses can return. 

Mr. Forp. Tam sorry, Mr. Chairman. I tried to cooperate. There 
is no reason in the world why General Fellers cannot come back to- 
morrow, next week, or next month. If you are going to run it this 
way, you can run it. 

Mr. Passman. You have your own opinion. T am just trying to 
ae ite. The gentleman can cooperate on the basis of fair rules, 

r he just will not. 

Now, Mr. Conte, if you have any questions you wish to ask General 
Fellers you may do so. 

Mr. Conver. Is your statement released to the press ? 

General Freviers. It is. 

Mr. Conte. I will answer you on the floor of the House. I feel 
General Fellers’ statement is full of holes and I would like to cross- 
examine him at great length, as well as Mr. Harnischfeger. If this 
statement is made public, I will answer him on the floor of the House. 

Mr. Chairman, I have sat here with you and I have been most co- 
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operative. I have attended hearings. I canceled all my speaking 
engagements to be here and on tap at all times. 

Mr. PassMman. The chairman has tried to cooperate with members 
of this committee. We are this afternoon hearing outside witnesses, 
and I only elected to proceed in regular order. Now General Fellers 
is here. I do not know how long it is going to require, but the gentle- 
man is privileged at this time to take as much time as he wants to 
examine the general, as we are departing from normal procedures. 

Iam patient. I will stay. The gentleman has a right to examine. 
I certainly want him to take all the time necessary to examine Gen- 
eral Fellers. 

Mr. Conte. Go right ahead. I have made my statement, Mr. 
Chairman. 

Mr. Passman. Mr. Gary, do you have any questions to ask General 
Fellers ¢ 

Mr. Gary. No. 

Mr. Passman. We have with us the Honorable Dean Clarence 
Manion of South Bend, Ind., a member of and counsel for the Citizens 
Foreign Aid Committee, before the House Appropriations Subcom- 
mittee on Foreign Operations. 

Dean Manion, we are happy to have you with us today. If you 
have a statement to make before the committee, we shall be pleased 
tohear from you, sir. 


STATEMENT OF Dean CLARENCE E. MANION 


Mr. Manton. Thank you, Mr. Chairman. 

My statement is brief. I am a practicing lawyer with offices in 
South Bend, Ind. For more than 25 years ‘T was professor of con- 
stitutional law at the University of Notre Dame, and from 1941 to 

1952, I was dean of the College of Law at Notre Dame. Presently, I 
ama member of and counsel for the Citizens Foreign Aid Committee. 

lam grateful for this opportunity to appear before you in opposi- 
tion to the pending appropriation for foreign aid. 

It would be presumptuous of me to attempt to tell the experienced 
and learned members of this subcommittee anything about the actua! 
operations of foreign aid. For years, I have been deeply impressed 
and frequently shocked, Mr. Chairman, by your own personal dis- 
closures concerning this subject, both in the press and on the floor of 
the House of Representatives. 

As a citizen and taxpayer, I am grateful for the continuous and 
courageous resistance by members of this subcommittee to the pres- 
sures that are perennially brought to bear upon this body and upon 
Congress to force ever-increased billions of public money into the for- 
eign aid pipeline. 

Along with millions of unconsulted, inarticulate American taxpay- 
ers, I am completely convinced that most of the money Congress has 
appropriated for foreign aid has been woefully, if not willfully 
wasted on projects that have no reasonable rel: ationship to the general 
Welfare of anybody, anywhere. Nevertheless, I have no special com- 
petence to support this firm conviction with findings of fact. Others, 
including the chairman and members of this committee, have sub- 
mitted these findings for the record. You will undoubtedly hear more 
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evidence on this important point during the course of the current 
hearings. 

But I wish to address this brief statement to aspects of the pending 
appropriation with which I am familiar and which—to my mind at 
least—are insufliciently emphasized by those who oppose it. All other 
considerations to one side, foreign aid should be discontinued imme; 
diately, and for these reasons: Foreign aid is illegal; it is unpopular 
and its continuation has brought this country to the brink of bank- 
ruptey. If any one of these three allegations is true, neither this 
committee nor the Congress has any right to appropriate any more 
money for foreign aid. 

It is difficult ratably to attribute more or less importance to any one 
of these three counts in this indictment of foreign aid, but for the 
purpose of this statement, the last shall be first. 


THE UNITED STATES CANNOT AFFORD TO CONTINUE FOREIGN AID 


APPROPRIATIONS 


Even if we assume that every dollar spent in one way or another for 
foreign aid is wisely and prudentially spent, all such expenditures 
should be ended immediately for the simple reason that the United 
States does not have the money and can no longer afford to borrow 
money in order to give it away for such purposes. This fact. about 
foreign aid appears to be self-evident, and, standing by itself, it would 
have ended foreign aid appropriations long ago except for one im- 
portant counteraction. For the past half dozen years, foreign aid 
appropriations have been continued by Congress solely and only be- 
cause of the insistence of the President of the United States. With- 
out the supporting power and prestige of the White House, all of the 
other pressures and propaganda for foreign aid would quickly melt 
away. This being so, it is interesting to recall that in his campaign 
for the Presidency, addressing the New York Herald Tribune Forum 
on October 21, 1952, General Eisenhower said of “foreign aid”: 

Certainly I know we must find a substitute for the purely temporary business 


of bolstering the free nations through 


annual handouts. That gets neither 
permanent results nor friends. 


The President can say this again, for certainly his handouts have 
failed to get permanent results or win friends. 

_ Recently, the President has become allergic to the use of the expres 
sions “handouts” and “giveaway” in connection with foreign aid. I 
admit that the phrase is no longer appropriate. Strictly speaking, 
we can “give away” only what we have. Where the subject of the 
proposed “gift” must first be filched from others by inflationary bor- 
rowing or unlawful taxation, the transaction ceases to be a gift, and 
assumes the aspect of larceny. As long as the Federal budget is un- 
balanced, every dollar that is appropriated by Congress for any pur- 
pose is subject to the charge of deficit spending and thus with con- 
tributing to the progressive delinquency of the dollars that taxpayers 
have left after they have paid the highest taxes in American history. 

Let’s face it. As long as the President insists upon multibillion- 
dollar annual appropriations for foreign aid, all talk about resisting 
inflation by reductions in domestic appropriations is pure moonshine. 

Che average Congressman cannot save his political life by voting 
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noney for roads, dams, housing, and highways in Thailand and India 
while he votes against appropriations for roads, dams, housing, and 
highways in Tennessee, lowa, and Indiana. Foreign aid appropria- 
ions have thus served and are now serving as the predicate for overall 
progressive Federal extravagance that is destroying the value of the 
American dollar and generating the collapse of our American economy. 
Two years ago, the distinguished chairman of the Senate Finance 
Committee, the Honorable Harry F. Byrd, told the Manion Forum 
nationwide radio audience that in the then immediately past 18 months, 
our fiscal situation had deteriorated faster than in any comparable 
acetime period. “The Federal Government is now paying its bills 
by increasing debt and inflation.” For the purpose of the Soviet Rus- 
sians, Senator Byrd said, “the fiscal and economic suicide” of this 
country is far more desirable than a military attack upon us. This, 
“the fiscal and economic suicide” of the United States is consequently 
the “prime objective” of our Communist enemies (Manion Forum 
broadcast No. 247). 

Since Senator Byrd said that, our fiscal situation has become steadily 
worse and I repeat that the mainspring of this progressive fiscal disas- 
ter is foreign aid. 

This being so, I think that this pending foreign aid appropriation 
should be considered im perspective. 

Let us stop this mad march of Federal money for a moment to see 
how it compares in speed and volume to what it was just a few years 
ago. In the fiscal year which ended June 30, 1950, budget expendi- 
tures of the Federal Government equaled $39,617 million. Ten budget 
years later, for the fiscal year ending last June 30, 1959, Federal budget 
expenditures equaled $79,223 million. In round numbers, therefore, 
the Federal Government spent twice as much for budget items in 
fiscal 1959 as it did in fiscal 1950 and in the process, for the year 1959, 
it went $12.2 billion into the red. Will any person on or before this 
committee attempt to give a valid reason for this increase’ In the 
first 7 full years of his Presidency, President Eisenhower has spent 
$24.6 billion more per year (average) than President Truman spent 
during the preceding 7 years of the Truman administration (Facts 
and Figures, 1958-59, Tax Foundation, p. 80). Why? Does this hon- 
orable subcommittee have the answer ? 

Again, on the radio, Senator Byrd has pointed out that purely 
domestic appropriations for 1959 were $15 billion higher than they 
were in 1954 (Manion Forum broadcast No. 247). Why? Did foreign 
aid appropriations during the same period have anything to do with 
this increase ? 

Here is a longer and broader look at the record. During the fiscal 
years 1940 to 1949, inclusive, we fought the greatest and most expen- 
sive war in history and mopped up the world for victors and van- 
penn after the war was over. During those years, the Federal 

yovernment spent a little more than half-a-trillion dollars—$501,308 
million—to be exact. 
_ Now look at the years ending June 1950 to June 1959, inclusive. 
These are the years of “peace and prosperity.” The “inflation resist- 
Ing” years, if you please. The total Federal expenditures for these 
years equaled $642,792 million, just $141,484 million more than the 
Federal Government spent during the World War II decade. Dur- 
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ing these same “frenetic fifties,” the Federal debt moved up fron 
$257.3 billion to $283 billion. It is now $286.6 billion. Or isit? Fed. 
eral Budget Director, Mr. Maurice H. Stans, has told the Tax Fou. 
dation that our true debt is not $286.6 billion, but $700 billion, and this 
without any reference to unfunded social security obligations that an 
simply incalculable. A part of the difference between the published 
debt of $286.6 billion and the unpublished actual debt of $700 billion 
is made up of $98 billion in uncashed congressional appropriations— 
“c.o.d.’s,” Mr. Stans calls them—which have not yet shown up a 
the Treasury. 

We have not yet started paying interest on the $414 billion portion 
of public debt that. is presently hidden, but the amount we are paying, 
namely, $94 billion per year, is more than the Federal Government 
spent for all purposes—interest, WPA, PWA, FHA, defense, and » 
forth, and so forth, in 1939. 

In many States of the Union, the taxpayers share of the cost of this 
annual interest on the Federal debt is fast approaching the total cost 
of their State government. In Indiana, for instance, our share of this 
annual interest is just under $250 million. The Indiana State gross 
income tax—by far the largest source of revenue for the Indiana State 
government—yields $175 million per year—about $50 million short 
of enough to pay Indiana’s share of the annual interest on the Federal 
debt. 


I have this in mind when I recall what the distinguished chairman | 


of this subcommittee said recently; namely, that the total cost of our 
foreign aid program is now $10 billion annually, plus the interest 
on the debt that has resulted from it. 

Mr. Passman. Incidentally, that would include the interest. 

Mr. Manion. Yes, Mr. Chairman. I observed that. The $10 
billion is 10 percent of the highest budget ever presented to the Con- 
gress of the United States—including World War II. Where is this 
money ¢ 

The only place that this Congress can find it is in the dwindling 
capital assets of the country. Further appropriations for foreign aid 
mean the liquidation of the “seed corn” of our economic system. We 
are now using up the walls and floor of the kitchen in order to keep 
the fire going in the living room. This signifies more than an un- 
balanced budget; it is the indication of an unbalanced mind in the 
Government of the United States. This subcommittee and the Con- 
gress of the United States have a responsibility in these premises 
that is little short of terrifying. 

My other points may and will be briefly made. The foreign aid 
program is being maintained by Congress against the wishes of the 
great majority of the people of the United States. Both political 
parties seem to take the official position that foreign aid is approved 
by everybody and for that reason, it is not a proper issue for con- 
gressional and presidential election campaigns. This is a travesty 
upon our boasted tradition of popular government. I am convinced 
that if a nationwide popular referendum could be held, calling for an 
unequivocal “yes” or “no” on foreign aid, 80 percent of the American 
people would vote to end the program now. The President, himself, 


recently admitted that foreign aid had as much political appeal as a 
“clod” of earth. 
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Senator Fulbright, another great champion of foreign aid, has 
made similar admissions on the floor of the Senate: 

I realize that the foreign aid program is an unpopular program; it does not 
have local appeal. * * * Many persons consider that it is not in the interest of 
the United States. * * * I recognize that it is unpopular; it does not represent 
yotes in Arkansas or anywhere else (Congressional Record, Senate, July 1, 1959, 
p. 11338). 

The Senator went on to say, however, that the Senate Foreign Re- 
lations Committee was discounting or ignoring the risk of offending 
the formidable body of opinion which opposes foreign spending. I 
seriously question the right of that committee or of any other com- 
mittee of the Congress, to take such an attitude, particularly in view 
of what the record reveals with reference to the precarious solvency of 
this country. 

I am sure that the President and Senator Fulbright are correct in 
their estimation of popular disgust with the foreign aid program. 
For the past 514 years, I have conducted a weekly, nationwide radio 
program that is heard in every State of the Union. As a result of 
these broadcasts, I have received tens of thousands of letters from 
listeners dealing with all-important matters that come before the 
Congress of the United States. Many of these correspondents dis- 
agree sharply with the views expressed by some of our speakers. I 
have discovered that there are two large, articulate sides to prac- 
tically every important public question—except foreign aid. 

Out of all the thousands of letters that I have received, less than a 
dozen speak favorably of foreign aid and two or three of these were 
written by officials of the State Department. This 5-year experience 
has convinced me that if either of the political parties took a forth- 
right anti-foreign-aid stand in the 1960 election and nominated a can- 
didate who would stress that point of view, that party and that can- 
didate would sweep the country. I am likewise convinced that the 
devotees of foreign aid know this as well as I do and that is precisely 
why they will never give the American people an opportunity to 
express themselves on this issue at the ballot box. 

Since both President Eisenhower and Senator Fulbright have 
sensed this widespread unpopularity of foreign aid and dared to 
admit it publicly, I am at a loss to explain the continuing support 
given to this measure by scores of Senators and Congressmen who 
obviously do not share the bright-eyed internationalism that charac- 
terizes the President and the Senator from Arkansas. 

Last, but certainly not least, we come to an aspect of the foreign aid 
program in which by training and experience I may claim some spe- 
cial competence to testify. It is my considered opinion that foreign 
aid, as presently constituted, is not authorized by the Constitution of 
the United States. In other words: 


FOREIGN AID IS UNCONSTITUTIONAL 


The Government of the United States has no inherent power to do 
anything. The existence, and authority of the Federal Government 


are derived from the Constitution of the United States. 
The Constitution is the creature of the people of each of the several 
In turn, the Congress, the Federal Executive 


States of the Union. 
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and the Federal courts are the creatures of the Constitution. Ther 
is no valid power in any branch, division or officer of the Federal Goy. 
ernment that does not rest in some provision of the Constitution of 
the United States. 

By its own terms, the Constitution of the United States is the su 
preme law of the land. All U.S. Senators and Representatives have 
taken a solemn oath to support the Constitution as such. The Presi- 
dent’s single sworn duty is to “preserve, protect and defend the Con- 
stitution.” (U.S. Constitution, art. II, see. 1). 

The Constitution begins with the declaration that “all legislative 
powers herein gr: anted, shall be vested in a C ongress of the United 
States.” (U.S. “Constitution, art. I, sec. 1). Thus Congress has no 
powers other than those enumerated in the Constitution. 

This raises the basic question: Where in the Const itution does Con. 
gress find its power to appropriate the American t: ixpayer s money for 
the aid of foreign governments? On the floor of the U.S. Senate last 
July 2, the Honorable Sam Ervin, Jr., who for many years was ali 
associate justice of the North Carolina Supreme Court, addressed him- 
self to that very question. 

Said Senator Ervin: 

I believe that under the Constitution of the United States we have no right to 
take tax money and spend it for any purpose except that which is calculaed to 
promote the general welfare of the United States. I do not think we are en- 
powered to take tax money and give it to neutrals, merely to advance their eco 
nomic welfare. I do not believe we should use tax money to pay neutrals to 
remain neutral, because that does not advance the welfare of the United States 
as a government. If the United States were an eleemosynary institution, oper- 
ating charities instead of operating a government which depends upon tax 
sources for its finances, then I would say it would be all right for the United 
States to act as a universal Santa Claus. * * * Our Government is not an 
eleemosynary institution and the Constitution does not authorize it to act as 
such. 

How far can the Congress go in confiscating the income of the Amer- 
ican people and enc umbering their remaining capital assets with ever- 
increasing, high-interest bearing debt in the name of the general wel- 
fare of the United States? Where is the constitutional authorization 
for debt reduction for the governments of Austria, Greece, Denmark, 
France, Netherlands, Norway, and the United Kingdom of Great 
Britain at the expense of the American taxpayer? (See testimony of 
Secretary Dillon, Hearings on Mutual Security Appropriations for 
1960, subcommittee of the House of Representatives Committee on 
Appropriations, pp. 352, 353.) 

Our Government is supposed to be a government of laws, not a 
government of men. Congress may not do what it pleases but merely 
what is authorized by the Constitution. The Constitution does not 
give Congress a plenary power to tax and spend at its political pleas- 
ure. The Constitution says that “the Congress shall have the power to 
lay and collect taxes, duties, imposts, and excises to pay the debts, and 
provide for the common defense and general welfare of the United 
States” (art. I, sec. 8). It isthe debts of the United States that are to 
be paid with the American taxpayers’ money, not the debts of foreign 
governments. It is for the common defense and the general welfare 
of the United States, that the congressional power to tax and spend is 
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to be exercised by the Congress. Thomas Jefferson said that “They 
(Congress) are not to lay taxes ad libitum for any purpose they 
please: but only to pay the debts or to provide for the welfare of the 
Union” (Vol. III, Writings of Thomas Jefferson, 147-149, Library 
Edition, 1904). 

What is the general welfare of the Union, as distinguished from 
some special welfare for some particular part of the country, or for 
one parcel of its population, has been debated by constitutional law- 
yers ever since the Constitution was adopted. That question has not 
vet been determined by any court. The Supreme Court of the United 
States has held that neither a State nor an individual taxpayer is 
entitled to a remedy in the courts against an unconstitutional appro- 
priation of the Federal funds by the Congress. (Massachusetts and 
Frothingham v. Mellon, 262 U.S. 447, 1923). The purpose of the 
congressional appropriation that was challenged in these cases was the 
reduction of infant mortality in the United States—not the reduction 
of Government debts for Netherlands or Norway. 

The court bypassed the contention that infant mortality was unre- 
lated to the general welfare of the Union by declining to take juris- 
diction of the case. The decision of those cases left the taxpayers 
powerless to invoke the protection of the general welfare clause in the 
courts of the country, but the protecting language of the Constitution 
is still there nevertheless, and every Congressman and Senator takes 
a solemn oath to respect it. The obligation of that oath is all the 
more serious in view of the fact that there is now no legal appeal 
from the decision of the Congress on the quetsion of expenditures for 
special rather than general welfare, or from congressional determina- 
tions to spend the taxpayers’ money for world welfare rather than 
the prescribed welfare of the United States itself. 

The pending foreign aid bill proposes to misappropriate the prop- 
erty of American citizens for foreign and in some instances, for pal- 
pably un-American purposes and projects. As Chief Justice Mar- 
shall once said, I urge you to remember that “It is a constitution we 
are expounding” and, if I may respectfully do so, I challenge this 
committee and the Congress to point out the constitutional justifica- 
tion for the continuation of this unpopular and incalculably expensive 
waste of the taxpayers’ money. 

T thank you. 

Mr. Passman. Thank you, Dean Manion, for your statement. 

Mr. Gary. Would the chairman yield 4 

Mr. Passman. Yes. 

Mr. Gary. Dean Manion, you have no idea that the Supreme Court 
of the United States will agree with your argument on that; do you? 

Mr. Manton. I wish Congress would give them a chance to make 
them say that. 

Mr. Gary. You have no idea that they would? I do not think they 
have any idea of what the Constitution is. They have shown that 
conclusively in recent decisions. 

Mr. Manton. I, of course, think yon are right. 








AVAILABILITY OF WITNESSES TO REAPPEAR 


Mr. Passman. I should like to ask Brigadier General Fellers, of 
the U.S. Army, retired, and vice chairman and national director of the 
Citizens Foreign Aid Committee, if he could make available apes 
the request of the committee the witnesses who appeared today, s 
that they may be examined by those members of the snbootinti 
who should like to do so? 

General Freiiers. I can only speak for myself. Tam here in town 
but Colonel Rockwell has to go to California this afternoon. He will 
be gone, I think, 2 weeks. 

Mr. Passman. Dean Manion, upon invitation to return and answer 
questions, would you do so? 

Mr. Manion. I would be glad to, Mr, Chairman. 

Mr. Passman. You can return ? 

General Friurrs. Yes, sir. 

Mr. Passman. We also have in the committee room, Mr. Campbell. 
Upon invitation, could you return and appear before the subcommit- 
tee and have questions asked on your prepared statement ? 

Mr. Campnetx. I would be glad to. 

Mr. Passman. We should like to ask the same question of Mr. Walter 
Harnischfeger, of Milwaukee. 

Would you be able to return if we sent you an invitation to appear 
before the committee ? 

Mr. Harniscurecer. I will be glad to. 

Mr. Passman. Thank you. 

Gentlemen, it could be that you will receive an invitation to appear 
again before the committee, in order to afford the members of the 
subcommittee an opportunity to ask questions concerning your gen- 
eral statements. 

I believe Mr. Conte has a question. 

Mr. Conte. For the record, Mr. Chairman, I know it was inad- 
vertent, but last year we had Mr. Braden, Brigadier General Fellers, 
and Dr. Pillion before the committee on June 24. 

Mr. Passman. Will the gentleman go back and read my statement 
about outside witnesses, to the effect that heretofore with few excep- 
tions they having been on the other side? 

Mr. Contr. With few exceptions. 

Mr. Passman. I want to see what I said, please. 

(The chairman’s previous statement was read by the reporter.) 

Mr. Passman. The record speaks for itself. 

I thought that was what I said. 

Thank you very much, General, and these other fine Americans who 
came with you to testify. It is the people’s money we are spending, 
and I think you have a right to be heard. You shall probably receive 
an invitation in the not too distant future, and we shall fix a date for 
discussing the several points brought up in your prepared statements. 
I want to thank you personally for coming. Best wishes to all of you. 

General Fetiers. Thank you, Mr. Chairman. 


Turspay,. May 3, 1960. 


Mr. Gary. Several days ago when General Fellers appeared before 
the committee time for adjournment arrived before some of the mem- 
bers had an opportunity to question the general. Consequently, the 
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committee has asked the general to return this morning. I believe 
when the former hearing ended Mr. Ford was questioning r the general. 
We will, therefore, resume with that questioning this morning. 

Mr. Forp. Thank you very much, Mr. Chairman. 

General Fellers, it is a pleasure to have an opportunity to continue 
the interrogation. I have been a vigorous advocate of the need and 
desirability of expressions of differences of opinion in military pro- 
grams and policies. I feel it would be tragic if we had a single and 
dictated policy which had to be adhered to by both military and 
civilian leaders. It seems to me it is our tradition in this country 
that we accomplish the best end result when we have differences of 
opinion well expressed. 

I do feel, however, once we have gone through the process of hear- 
ing those who express themselves, at ‘least in the Government when the 
Chiefs of Staff, the National Security Council and the Commander in 
Chief make a decision it is the responsibility of responsible people in 
the Government to carry out their assigned tasks as part of the re- 
spective services. I suspect from your experience that if you were 
in the Government, and 1f you were in the military, more specifically, 
you would believe in the same general philosophy ; is that true 4 

General Frevters. I would either have to believe in it or quit; one 
of the two. 

Mr. Forp. I think that would be an honorable course. 

General Frviers. I agree the decision having been made at the 
civilian top level of our Government, the military must go along— 
certainly. 

Mr. Forp. I subscribe, however—and I suspect you do as well— 
that in the process of coming to a decision any and all military or 
civilians within the Government ought to have the full opportunity 
to state his case and to pursue his views. 

General Fetters. That is correct; I agree. 

Mr. Forp. Turning again to your prepared text, during the inter- 
rogation the other day [ quoted from page 11 of your statement as 
follows: 

Mr. Gary. Will the gentleman yield. That is the text the general 
presented to the committee when he appeared before us on April 254 

Mr. Forp. This is correct, Mr. Chairman. 

Mr. Gary. I just wanted to identify it for the record. 


CANCELLATION OF SPACE PROJECTS 


Mr. Forp. The quotation is as follows: 


All major air and space weapon system development for the fiscal year 1961 
have been canceled to effect a saving of a quarter-billion dollars. 

At our last meeting I raised a question whether that was accurate. 
You promised to put in the hearings a list of such projects, which 
according to our information had been canceled for the reasons given. 

On page 3014 of the transcript, you have so listed a number of such 
canceled projects. 

I wonder if you have had an opportunity to read volume 6, “Re- 
search, Developme nt, Test. and Evaluation,” the hearings on the 
Department of Defense appropriation budget for the fiscal year 19614 

General Feiuers. I have not read it. 
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Mr. Forp, I think if you had the time it would be very helpful 
you to read this volume. I think you will find that the allegations 
made about the cancellation of projects is inaccurate. I would respect. 
fully refer you to page 421 of volume 6 where Dr. Charyk, the Deputy 
Secretary of the Department of the Air Force, spends a considerable 
amount of time discussing the Air Force’s space program. 

I would also refer you to volume 2 of the Defense Department hear. 
ings and suggest that you read the statement on page 189. Admiral 
Burke inserted at my request a lengthy statement which indicates the 
Navy’s space program. It begins on page 189 and runs through pag 
193. This testimony, indicates that the Navy in the current fiscal year 
has available $141.8 million for space programs. It also indicate 
that in the fiscal year 1961 the budget includes funds to the extent of 
$39.7 million for space. 

Mr. Chairman, I would like permission to insert this statement from 
the hearings on the Navy’s contribution to space at this point in the 
record. 

Mr. Gary. Without objection it is so ordered. 

(The statement referred to follows :) 


THE Navy’s CoNTRIBUTIONS TO SPACE 


The Navy has long been alert to the contributions which utilization of space 
technologies could make to naval effectiveness. Consequently, the Navy has 
developed over the years technical inhouse competence and practical experience 
in meteorology, electronics, rocket propulsion, cosmology, human engineering, 
medicine, and a host of other areas which are contributing very significantly 
to our Nation’s accomplishments in space. 

Control and utilization of the vast oceanic areas of the earth will depend 
to an increasing degree on the efficient use of space technologies for naval 
purposes. It is in the national interest that the Navy, in partnership with other 
agencies, continue to participate fully in development of military space tech 
nologies, particularly in those areas essential to our Nation’s sea supremacy and 
maritime security. 

The following examples are illustrative of the extensive background of the 
Navy’s research related to space which is now proving significant to our national 
space effort : 

1946: Project SKYHOOK for upper atmosphere and physiological research; 
cost $2 million over 10 years. Current project STRATOLAB is pursuing similar 
scientific aims. 

1946: Nose cone firings from V-2 rockets for cosmic rays and other research; 
cost $300,000. 

1947-49: AEROBEE rocket probes to high altitudes ; cost $546,000. 

1948-53: Project VIKING for high performance rocket motor development 
The rotating rocket motor nozzle used in several current space vehicles was first 
developed under this project ; cost $3.5 million. 

Other space related endeavors included: Solid propellant research, VAN 
GUARD, moon communications relay, water impact experiments, reentry re 
search in support of JUPITER, ATLAS, etc., Mini Track (orbital determination), 
Big Dish, astrophysics, ete. 


CURRENT NAVY SPACE PROGRAMS 
Space surveillance system 


The Navy space surveillance system (SPASUR) referred to as the Dark Fence 
because of its ability to detect and obtain orbital data on nonradiating satellites. 
SPASUR has been developed under the sponsorship of the Advanced Research 
Projects Agency by the U.S. Naval Research Laboratory. All earth orbiting 
satellites are under constant observation by the SPASUR system, and any new 
earth orbiting vehicle which crosses the “Fence” will immediately be detected 
and added to the display pattern. 
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The SPASUR system is currently furnishing operational satellite data to the 


Navigational satellite (TRANSIT) 

Project TRANSIT covers the development of a navigation system based on 
the use of the doppler shift in radio frequency signals transmitted from earth 
orbiting satellites. This project is sponsored by the Advanced Research Projects 
Agency and administered by the Bureau of Naval Weapons. Of special interest 
is the fact that the TRANSIT satellite will furnish worldwide coverage. Pres- 
ent radio frequency ground station systems are limited in coverage by the trans- 
mitter radiation pattern. 


Pacific Missile Range 

The Pacific Missile Range, managed by the Navy, is one of the three national 
missile ranges. The others include White Sands Missile Range, N. Mex., under 
management of the Army; and the Atlantic Missile Range, Cape Canaveral, Fia., 
under management of the Air Force. The mission of the Pacific Missile Range is 
to provide range support for the Department of Defense and other designated 
Government agencies in guided missile, satellite, and space vehicle research, 
development, evaluation, and training programs. 


Balloon research 

The Navy has an extensive program of manned and unmanned balloon re- 
search under project STRATOLAB. It is possible to do much space research 
at the upper fringes of our atomosphere from balloons at a mere fraction of the 
cost and with infinitely greater safety than from satellites. Recent Navy obser- 
vations confirming the existence of water vapor on Venus are an example. 


Vertical probes 

The Navy has an active high altitude probe program extending from AERO- 
BEE-HI, through Projects VANGUARD and ARGUS, into the future. Project 
ARGUS was the experiment conducted last year by a Navy force at sea in the 
South Atlantie to determine the effects of nuclear explosions at very high alti- 
tudes. The Navy’s ability to launch vertical probes from anywhere in the vast sea 
areas of the globe makes this a particularly valuable project. Since the power 
requirements for a vertical probe are much less than those required to orbit a 
satellite, a great amount of valuable scientific and operational data can be 
acquired by this means at relatively low cost. Local photographic and weather 
reconnaissance are examples of what can be achieved by vertical probes. 


Communication satellites 

The Navy, in exploiting the global ocean areas of the earth, has many re- 
quirements for communication satellites. Accordingly, the Navy is cooperating 
with the Department of Defense communications satellite program now being 
managed by the Army. 


Weather satellite 

The Navy has a very urgent requirement for better weather information in 
its worldwide operating areas. It is expected that such information may be 
obtained by the use of weather satellites now under development by NASA. 
The Navy actively supports this project in many ways. The unique polar- 
launch capability of the Pacific Missile Range will be important in this project. 


Reconnaissance satellite 

The Navy needs the information which reconnaissance satellites will supply 
for its POLARIS missile forces, carrier striking forces, and amphibious forces. 
The capability to benefit from direct readout of data transmitted by these satel- 
lites is very important. Accordingly, the Navy follows with great interest the 
several reconnaissance satellite programs in the Department of Defense. 

Under Project YO-YO, the Navy has under study a concept for a single-pass, 
photographie reconnaissance satelloid. Through the selection of sites and di- 
rections of launch at sea, such a satelloid can be programed to pass over any 
preselected point on the earth in its first pass and subsequently recovered at sea 
upon completion of a single orbit. 


Air launch 

During Project ARGUS high altitude nuclear bursts last year, the Navy was 
given an ARPA project to air launch small satellites as a backup space sampling 
System. 
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The air launch of small and nominal size satellites has many advantages since 
a high speed aircraft is substituted for the expensive first stage booster. The 
use of carrier-based aircraft for this purpose makes a tremendous area of the 
earth’s surface available for use as launch points, with a free choice of launch. 
ing directions well clear of populated areas. 


POLARIS launch 


The unique success, simplicity, and relative low cost of the Navy’s solid 
propellant POLARIS missile makes it a logical candidate for partial modifi. 
eation as a satellite launching vehicle. This concept, which is under study, 


would give the Nation a sea launch capability with a complete choice of launch 
area and direction. 


Operations and logistics support 


The Navy has a major responsibility to render operational and logistic sup 
port over the sea areas of the world to all space programs, both military and 
national, Sea transportation, ship tracking stations, and safe sea recovery 
of capsules and booster stages are but a few of these operations. 


Bioastronautics 


The Navy full pressure suit and ventilation garment has been accepted for 
Project Mercury. 

A Mercury capsule is being placed in the Navy Air Crew Equipment Labora- 
tory’s large low-pressure chamber. Here, under simulated orbital conditions, 
the astronaut will perform many of the operations required during actual space 
flight. 

At the Naval School of Aviation Medicine each Mercury astronaut will be 
subjected to the programed flight patterns within the human disorientation 
device. 

The Navy’s centrifuge, dynamic flight simulator and high gravity sustain- 
ing devices are all programed to provide direct support for Project Mercury. 


Payload subsystems 


The Navy has continued to devote effort to payload subsystems which will 
perform a given task more efficiently or which will reduce the overall size or 
weight of a particular unit. Bxamples are infrared scanner devices, power 
sources, improved circuitry, memory devices, and sensors of various types. This 
philosophy is being followed in Project Transit where payload weight is being 
reduced from 270 pounds to 50 pounds to permit the use of the relatively inex- 
pensive SCOUT booster as opposed to the THOR-ABLBE. 

With specific regard to subsystems, perhaps the most noteworthy has been the 
Navy’s development of infrared scanners which are an outgrowth of the SIDE 
WINDER detection unit. These scanners were carried in the early PIONEER 
shots, and versions of them have been used in all space experiments where the 
requirement has existed for this type of unit. 


Naval Observatory 


One military organization that has concerned itself with space longer than 
any other is the U.S. Naval Observatory. The work and contributions of this 
organization in the extremely accurate plotting of celestial bodies for use as 
basic time and navigation standards is well known. The additional wealth of 
information on celestial mechanics and other related astronomical fields devel- 
oped by the Naval Observatory is proving invaluable to U.S. space efforts. 


FUNDING 


The Navy’s many contributions to the current national effort in space have 
been generated primarily as a bonus from many years of intense but normal 
research effort. It is not possible to establish a direct dollar relationship 
between the various research endeavors over the years and the actual dividend 
these endeavors are now paying into the national space effort. Actual dollars 
attributable to space and astronautics application are not readily identifiable. 
The various dividends which are accruing to national space progress derive 
from many categories of multifunctional effort and purpose. For instance, the 
direct dollar contribution to space progress by the Navy’s development of moon 
relay communications, the NORC computer, the “Big Dish,” etc., cannot spe 
cifically be stated. It is estimated that only about 1 percent of the total Navy 
budget contributes directly to space programs. Expenditures have been relatively 
small for the highly important benefits accrued. 
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Aes since Recent and current identifiable funding of Navy participation in space related 
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Summary 


{In millions] 





Po a) | 
Fiscal year | Fiscal year | Proposed 


1959 1960 fiscal year 


| 1961 
Pastis missile ranee......_..........~....<-- ahaha eniwintabe ge wis ib amare | $82. 9 $122.8 $80. 5 
ee. de owes aeenecaausannunes 3.4 | 8.3 | 9.8 
Mercury recovery !-- 7] 3.4 
RE dn ee ee a Sa i Se eR ae ee 86.3 131.8 93.7 





1 Subject to reimbursement. 


In our approach we have kept in close touch with the space research and 
development efforts of other agencies. We have contributed to them where we 
could, we have sought to learn from others wherever possible and we have done 
our best to avoid expensive duplication of the efforts of others. We are there 
fore confident that the Navy has given this Nation the very most in actual space 
progress for every space dollar expended. We are confident that we can con- 


tinue to do this, because that is how we are trained and organized to conduct our 
business. 


Mr. Foro. I think it would also be helpful if we could insert in 
the record a statement from page 319 and 320 of volume 6. This is 
also another statement involving the Navy’s space program. 

(The pages referred to follow :) 


SPACE PROGRAMS 


Space is a popular phase these days; so let us start there. Our radio astron- 
omy program is going very well. We commissioned a new telescope at the 
University of Michigan, which is tying in with the optical sun astronomy pro- 
gram there to study better the influence of the sun, which vitally affects so many 
things on this earth. 

We have also commissioned two 90-foot telescope dishes at California In- 
stitute of Technology. These operate together to give data of very great pre- 
cision at the site, which is at Bishop, Calif. In 2 months of complete operation 
nine remote radio sources up to 1 billion light years away have been identified 
as contrasted with the five which were all that were known to man previously. 

We have also charted better the known celestial objects with greater accuracy 
and obviously improved radio star positions can be vital to and have obvious 
military uses. 

Going a little closer, let us look at radio astronomy briefly. The Naval Re- 
search Laboratory has shown that X-rays rather than ultraviolet are the big 
cause of magnetic storms on earth that disrupt communications. We also have 
wide spectrum recordings of light from the sun. Moving closer to earth, the 
strato-balloon program is producing still more results. Pictures of the sun 
taken with a 12-inch telescope over 80,000 feet, free of our air, will tell us much 
of the sun surface reactions as we analyze them. You may have seen in the 
papers that NASA will join us and the National Science Foundation in a larger 
telescope and future heavenly examinations. 

In another area we are using balloons to investigate ultrahigh energies of 
the cosmic rays. High energy machines on earth run to a few billion electron 
volts. Primary cosmic rays, on the other hand, unfiltered by the atmosphere, 
run very much higher. 

With Skyhook balloons, 33 hours of measurement were obtained at 120,000 
feet on a photo emulsion load of 800 pounds. As an aside, this is probably the 
most international program in history. It took the United States, Europe, 
Canada, Australia, and India to provide the payload for this balloon. Many 
records were obtained and detailed analysis is going on. 
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Some of these high energy strikes of cosmic rays may have some influence on 
space travel of the future. Two byproducts are very interesting. First, the very 
production of ballons—and these are of 10 million cubic feet capacity, 550 feet 
tall—they can lift heavy loads above the atmosphere. This is a much cheaper 
way of doing some of our research rather than by satellites, since the balloons 
themselves only cost about $7,500. 

Second, the international cooperative hurricane net worked on the weather 
for these flights. The results were really surprising. The high altitude winds 
in the Caribbean differ from theory, and significant results are sure to come from 
the weather observations alone. 

Previously this committee has heard of our efforts to design and use inex- 
pensive rockets for research. I refer, of course, to ARCAS and ARCON, which 
respectively cost only $630 and $3,500. In addition to our own specialized uses, 
the six missile ranges use these rockets in the regular course of business. They 
are also used in the world’s first synoptic meteorological net with rockets from 
three simultaneous shooting sites in North America. 


Mr. Forp. Now turning to this list that you inserted, General Fel- 
lers, this list says: 

From my notes I find a listing of the 12 additional essential research and de- 
velopment projects which have been abandoned for lack of funds, 

And then you list the B—70 navigational system. That is the first item. 

I find no earmarked funds for that program in the fiscal year 1960 
or 1961 budget, but I think it is accurate to say that the Air Force has 
reprogramed certain funds so that they may add to the B-70 revised 
program the necessary obligational authority to continue on with the 
navigation system. However, item No. 2 in your list, the SAMOS 
satellite system, is in a different category. 

On page 433 of the 6th volume of the Defense Department hearings 
there appears “Chart 6—fiscal year 1961 R.D.T. & E. budget estimate, 
strategic air warfare systems” and SAMOS is shown at $199.9 million. 

Were you familiar with that budget request for that project ? 

General Feiiers. No, I was not. 

Mr. Forp. The third item in your list is the MIDAS satellite sys- 
tem. On page 433 of the hearings just referred to there appears 
“Chart 7—fiscal year 1961 R.D.T. & E. budget estimates, air defense 
warfare systems,” there is listed MIDAS at $41 million. 

Were you familiar with that budget request for that program 4 

General Fetiers. Oh no, I have never seen any of those. That is 
not where I got this list, or where I got my information. Is this a 
Navy hearing that you are reading from ? 

Mr. Forp. You can look at it. It is the research, development, test, 
and evaluation hearings for all three services. That is the portion 








2748 


where there is a recitation of the Air Force’s research, development, 
test, and evaluation program. 

General Feiurrs. It is beyond me. I would have to study this to 
get anything out of it. : 

Mr. Forp. Another item you list as having been canceled is the 
X-15 experimental high altitude plane. On page 434 of these hear- 
ings there is a chart, “Chart 12—fiscal year 1961 R.D. T. & E. budget 
estimate, advanced ‘development program”, and under “Advanced 
systems” there is an item of X—15 research vehicle in the amount of 
$6 million. 

Were you familiar with the request in the fiscal year 1961 for the 
continuation of that program? 

General Fetters. I am not familiar with anything you are reading 
from those hearings. That is not where I got this list. Perhaps my 
source is bad. This comes from industry. I have a friend in indus- 
try who gave me this list. 

‘Mr. Forn. [I am asking you these questions because you have made 
a categorical statement, which if true, I think is a serious indictment 
of our defense planning. However, when I check the facts I find the 
statement made by you does not seem to jibe with what is included in 
the budget. for the fiscal year 1961. 1 just want to be sure the record 
is clear. The record does show funds in here for some of the pro- 
grams you indicated had been canceled. 

I might take another project you indicated had been canceled; 
namely, . the Discoverer satellite. On page 434 of these hearings, from 
the last chart that I mentioned, there is an item for Discoverer, $15.1 
million. 

You certainly do not cancel a program by putting in $15.1 million 
more in the next fiscal year. Do you have the hearings before you 
now ¢ 

General Frtirrs. Yes, sir. 

Mr. Foro. I would respectfully and earnestly suggest that if you 
have the time you study the research , development, test and evaluation 
hearings. I am quite confident that if you do you will find some of 
this information given to you by industry will be found inaccurate. 

General Fetters. I will be happy to study this. 

Mr. For. I request that the material starting on page 432 of these 
hearings and running through page 435 be included in the record at 
this point. 

Mr. Gary. Without objection, it is so ordered. 

(The pages referred to follow :) 
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Cuart 1.—Fiscal year 1961 development, test, and evaluation support from pro- 
curement appropriations 


{In millions] 


B- 
HOUND DOG 
BULLPUP 


tht 
SO, SANS! 
oo CONCAINAO 


MATS Modernization 
Q-2C drone 
DYNASOAR 

GAM-87 (Skybolt) 


_ 
A) SS, 


Total 
DEPARTMENT OF THe AIR FORCe 
FY 1961 RDT & E BUDGET ESTIMATE (MILLIONS) 
$1425.2 


eae 1393.0 


Re NR | SA LS NE RR MI ES AR AES RETR Ra SE ae 


FY 1959 FY 1960 FY 1961 
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Cuartr 3.—Fiscal year 1961 R.D.T. & E. budget estimate 


{In millions] 





Fiscal year Fiseal year Fiscal year 





1959 | 1960 196] 
| 

— indie aceaiaaihgada sir erica wsinnirrimainibaiiped elie teed ee 
Operational development program. ; a ae $375. 3 $380. 6 $367.3 
Advanced development program. --.-. hii nceiaeiinias bu 380. 3 377. 1 356.9 
Research program 7 ; = : 242.9 286. 6 279.1 
Command Operations program - -. BORE PREF RMR Ree 365. 0 380. 9 30,7 
PRRs caiibaldiniguniguatatincmibalibmtons pe cheb teiiat bi eit hcdbdieinaai 1, 363. 5 1, 425. 2 1, 303.4 





Cuart 5.—Fiscal year 1961 R.D.T. & E. budget estimate operational developmen 
program 


{In millions] 


Fiscal year Fiscal year Fiscal year 








| 
1959 | 1960 1961 
Ie RN i oe eeeubeeaioumeeial | $169. 2 $183.3 | 214.2 
Ir II ID I ss ssidicheniorsnennieinaniareme ert 41.0 | 58.3 43.1 
ee eee ee | 7a 5.6 6.5 
ene SUES UENO... cncnnnnnnnnacnonsaunesnsoooss | 126.8 93. 0 63.5 
INIT I no ice acai ain neem maieimime aan | 31.1 40.4 | 40, 
Total operational development program. -__........-...- 375. 3 380. 6 367.3 


CHART 6.—Fiscal year 1961 R.D.T. & E. budget estimate, strategic air warfare 


systems 
Millions 
rasan vi gatbeinlaan ens encnem bcksbbsdaeniniw eens $199.9 
SERED EAC SRE SESE SEL aS EERE eR cm aoe area ane OI 4.6 
I cease ead vn asain esinnatesaaenne 3.3 
Nee aa ari ia ben cans nmiabbianmiabieiaotae 4.2 
I es id ssa baomeicdiaieimie 2.2 
Ce eee nate 214.2 
CHART 7.—Fiscal year 1961 R.D.T. & E. budget estimates, air defense warfare 
systems 
Millions 
REE SIRES GE See sn ee ne ae a $41.0 
I es eciivnes caaplaosacensimimmee 6 
Ta a i rieseses ee paige nenialaen 1.5 
acc toca uteveiipvinirsicea seas caaan elena be 43.1 
CHaArt 8.—Fiscal year 1961 R.D.T. & BP. budget estimate, tactical air warfare 
systems 
Millions 
accel aleasbs eases wen ach aeleiaee $5. 0 
a iat iacaeenalals 1.5 
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Cuart 9.—Fiscal year 1961 R.D.T. & E. budget estimate control and support 
systems 
Millions 
Air Force communications system 
Intelligence data handling system 
SAC control system 
Electromagnetic intelligence system 
Weather observation and forecasting system 
Powered targets 


USAF Command control system 
Studies 


CHarT 10.—Fiscal year 1961 R.D.T. & E. budget estimate operational support 


Millions 
Support equipment 
Guidance and weapons 
Electronics and communications 
Reconnaissance and intelligence 
Aerospace environment 
Human factors 
Targets and drones 


Cuart 11.—Fiscal year 1961 R.D.T. & E. budget estimate advanced development 
program 


[Millions] 





| Fiscal year | Fiscal year | Fiscal) year 
| 





IE I i sais pice it da npincieaitiine aici cachet se Satins ads ial 
Test instrumentation | 
BUDS Seets BUG CONN DORIS coon occ cn cnceccwcccecccccsus 
Development support 


Total advanced development program 





CuHart 12.—Fiscal year 1961 R.D.T. & E. budget estimate, advanced development 
program 
Advanced systems: Millions 
X-—15 research vehicle $6. 0 
Dispersed site tactical fighter 
Dynasoar 
Anti-ICBM 
Aircraft nuclear propulsion 
GAM-87 (Skybolt) 
Discoverer 
Hyperenvironment test system 
Avro vertical takeoff aircraft 
Hiller tilt wing aircraft 


53909—60— pt. 2 92 
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Cuart 13.—Fiscal year 1961 R.D.T. dé BH. budget estimate, advance development 
program (continued) 


Millions 
a, a i aia Ut alan aia Sembilan sab eliaSs $14. 0 
Subsystems and components: Propulsion (Pluto)----------------_-_--- 7.0 


Cuart 14.—Fiscal year 1961 R.D.T. dé E. budget estimate, advanced development 
program (continued ) 


Development support : Millions 
a edt sean eaimsenbalab iniaseeeiaasaneaneabeteme es $13. 5 
nN I paca sisi ba i psleitee tol albicans tahoe 21.0 
Tac ceeai ig ipcgcppieinilpaeniaeipeenlaminiea maceomicoscel 20.0 
IO ET RC? TU aac ane eerie 43.9 
Se SPE NR SE nee kn eR La ET Sy 1.0 

aN id enti eal eeneapweibidthitinenblaa: 99. 4 


Cuart 15.—Fiscal year 1961 R.D.T. & E. budget estimate 


{In millions] 











| 
Fiscal year Fiseal year Fiscal year 
1959 1960 | 1¥61 
Research program: | | 

Applied research..-...........-.- = eS $201.8 | $248.7 | $237.0 
SIND WRN cn cisinaieninewureies ‘ . om as 41.1 | 37.9 | 42.1 
ES — | —_—— - fame - — 
Total research program... -- —— 442.9 286. 6 279.1 





Cuart 16.—Fiscal year 1961 R.D.T. & E. budget estimate, research program 


Basic research: Millions 
IN A a sess et eerie enoirinrieis amienin saabeninniiel $9. 0 
I a a nus paseuiatgs ie oancuaiskacadaepiniaial 11.3 
Ia ane cecavaicvhevomeendimae arisen aintaasaeuks 7.3 
aa i es enema SEE 3.8 

ne 2 T 
I nt 7.6 
a Snes 42.1 


Mr. Forp. I could go down the rest of the list, General Fellers, but 
I think by just putting in the information from the other hearings the 
record is made fairly complete. 

(Nore.—The following statement was subsequently furnished for 
the record 3) 


From my worksheets I was able to supply for the record of April 25 the 12 
projects which Mr. Ford requested that I list. However, in my statement, I 
misinterpreted, in part, the information which I had gathered. While some of 
the projects were actually canceled, the requested appropriations for others were 
curtailed rather than completely canceled. For example, it is obvious the 
X-—15 experimental high altitude plane was not canceled, but some of the funds 
requested for refinement or improvement of some sort were canceled. Again it 
is obvious that all propulsion development was not canceled, but some phase 
of propulsion research or refinement was canceled. Nor were the Lincoln Labo- 
ratories closed; rather, some project being undertaken there was canceled. 
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So that the statements in question may read correctly, I have rewritten the 
paragraph in question with the necessary changes italicized : 

“R. & D. weapons systems: For budgetary reasons no less than 12 additional 
and essential research and development projects have had to be abandoned 
or curtailed. These projects range from necessary improvements for aircraft 
and missile engines to warning systems against enemy attack. All major air 
and space weapon systems development for fiscal year 1961 have been canceled 
or curtailed to effect a saving of a quarter-billion dollars.” 

I should like respectfully to invite your attention to the fact that one lone 
individual who does not have ready access to classified material and to a con- 
siderable degree is dependent upon newspapers, magazines, and personal con- 
tacts, detailed perfection in a study such as mine is difficult. However, so far 
as principles and sound defense concepts are concerned, I stand absolutely on 
the contents of my study. I do this despite the fact that it is becoming increas- 
ingly difficult for one not active in the Military Establishment to find access to 
facts which throw light on the true status of our national defense. 


PROPELLANT TECHNOLOGY AND SUPPORTING RESEARCH PROJECTS 


Mr. Forp. Now. on page 11 of your prepared text, General Fellers, 
you state: 

Except for the MINUTEMAN, which has already passed preliminary tests, there 
is no improved ICBM under development. 

Are you at all acquainted with General Betts, the Director of the 
Advanced Research Project Agency ? 

General Fetters. No: I do not know him. 

Mr. Forp. He testified before the Defense Subcommittee on Appro- 
priations as follows: 

Projects covering areas of propellent technology and supporting research are 
underway in more than 50 industrial, academic, and Government laboratories. 
It is anticipated it may take as long as 5 or 6 years to produce the higher 
energy propellants for use in the advanced versions of the MINUTEMAN,-, 
POLARIS-, and PERSHING-type missiles. 

It would appear from General Betts’ testimony, as the Director of 
the Advanced Research Projects Agency, that your statement which 
I previously quoted was not full and to some extent inaccurate. Were 
you familiar with General Betts’ testimony ¢ 

General Freturers. No. I had the same source as I had for this list 
of items that have been canceled. I was just told it was not in the 
budget. I did not examine the budget. I was told by the same 
informant it was not in the budget. 


LOW ALTITUDE PENETRATION BOMBER 


Mr. Forp. On page 13 of your prepared statement you say: 


ey 


our striking power—low altitude penetration bomber. The Air Force contem- 
plated development and production of a low altitude penetration bomber to 
evade eneiny radar. At low altitude a special engine is necessary for adequate 
range. ‘The Reds already have successful low altitude penetration bombers, 
For economy reasons this Air Force development program, which would have 
cost an estimated one-third of a billion dollars, was rejected. 


You are familiar with the B-58 project. I believe you indicated 
the other day you had been at the plant and seen the aircraft. 

General Fruiiers. I have been at the B-52 plant. I have seen the 
B-58 fly. 

Mr. Forp. Are you familiar with the fact that the B-58 has been 
successfully tested as a low altitude penetration bomber ? 
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General Fetiers. It is not so considered by the Air Force. 

Mr. Forv. I might say they have justified the continuation of the 
program on the basis that it has a low penetration, low altitude 

capability. 

General Friiers. The B-52 has. They plan to go into Russia at 
very low altitudes but it is expensive. 

Mr. Forp. I have never seen any comment to the effect that the B-52 
will be a low altitude bomber. 

General Fetuers. I did not say that. I said the B—52, in their 
planning and in their training, goes into Russia at low altitude for 
safety purposes, but it is not efficient, and it is my understanding the 
B-58 has the same inefficient factor at low altitude. 

Mr. Ruopes. What do you mean by “inefficient” 

General Fevters. At low altitude, where the air is more dense, it is 
more costly. It takes a lot of fuel. But when they get in the rare 
atmosphere they get more speed and more economy. 

Mr. Ruopes. How difficult is it to modify an engine to provide 
that efficiency ? 

General Fetters. I do not think it is difficult at all, but these engines 
that are in the B—52 are not so equipped. 

Mr. Ruopves. There is nothing about the airframe or any other 
characteristics ? 

General Feiiers. I think not. 


NIKE-ZEUS PROGRAM 


Mr. Forp. Turning to page 14 of your prepared text, you say as 
follows 
our continental defense—antimissile missile. No such defense exists. The 
Army, which has had some luck in this field, should have ample funds for R. & D. 
and for production if the problem can even be partially solved. 

Do you have any idea how much money has been made available to 
date for the NIKE-ZEUS program ? 

General Freiiers. I do not know what that program is. 

Mr. Forp. You do not know what the NIKE-ZEUS program is? 

General Friiers. I am not sure precisely what weapon it is. It is 
an antiaircraft weapon, is it not ? 

Mr. Forp. The NIKE-ZEUS, for your information, is the Army’s 
antiballistic missile weapon. 

General Frtuers. I say, then, that is the one they have to succeed 
with. 

Mr. Forp. Do you have any idea how much has been spent to date, 
or made available to the Ae, for the prosecution of that program? 

General Frtiers. No. I do not quite understand why I am sup- 
posed to know that from the sentence that I have just written. I say 
they have to succeed in it and they should have ample funds. If they 
do, I still have not made an error in my statement. If they do not, I 
think they should have it. 

Mr. Forp. The only reason I ask that is because you have indicated 
such a program— 


should have amply funds for R. & D. and for production. 
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I think it is important, following that statement by you, for the record 
to show how much has been spent to date. 

General Fetxers. I think it would be very well to put it in. 

Mr. Forp. I wondered if you knew. 

General Fetiers. I do not know, nor did I say it was deficient. I 
said they should have ample funds, and I think they should. 

Mr. Forp. I think we should have, for the benefit of the record, what 
the facts are in that regard. In our other hearings there is a complete 
chart showing the funds that have been made available. I will insert 
that with the chairman’s permission. 

Mr. Gary. Without objection, it is so ordered. 

(The chart referred to follows :) 


NIKE-ZEUS 


{Millions of dollars] 


Appropriated Direct | Expenditures 
obligations | 


Fiscal year 1958 and prior: 





PEMA. $34. 1 $34. 1 $10.6 
R.D.T. & E-.. 32.0 32.0 21.1 
MCA 1.1 | SS a 
Total. ..... ‘ 67,2 67.2 31.9 
Fiscal year 1959: 
PEMA. 1172.3 | 163. 6 | 67.6 
R.D.T. & B.. $ 239.5 35. 0 21.6 
MCA e: . 30.9 | 12.0 3.2 
RR oer oe eee re re. tees , 242.7 | 210.6 | 92. 4 
Fiscal year 1960: | 
PEMA. ; : anGauws : ; 137.0 | 7 86.0 
R.D.T. & E.. ss cadiaca niey aspera teats abated — 239.0 | 237.8 204. 0 
MCA seam woke 61.0 | 60.0 21.1 
Neale selects ceca ees name aan date 437.0 | 297. 8 | 311.1 
Fiscal year 1961: | | 
PEMA. So << i ‘ Oo | a 24.0 
ee MP inn cad tet >oaasedaceddedwes’ | 287.0 | 287.0 | 253. 0 
WN Se haat eb er eee oes 3 15.0 15.0 | 47.2 
i ic tic dik ies ta eles eel pacceldlelas tans ndicd dati aiammanacanes eile 302.0 | 302.0 324.2 








? Includes $42,000,000 transferred from ARPA. 

2 Includes $15,500,000 transferred from ARPA. 

®$11,000,000 carried into fiscal year 1960 appropriation of $61,000,000 validated by 
Congress for use in Pacific Missile Range instead of Atlantic Missile Range. 

Mr. Forp. The chart. will show, however, that through the fiscal 
year 1960, $696 million has been made available for the NIKE-ZEUS 
program. In the budget for the fiscal year 1961 there is a request for 
and additional $302 million for NIKE-ZEUS. The testimony will 
also show if we go into production and make the weapon operational it 
will cost a minimum of $5 billion, and if the expanded program is 
made operational it will cost a total of around $10 billion. I only 
bring these facts up about dollars because in your summary you do 
specify certain dollars for certain programs. On that list on page 16 
I do not see any money for this particular project. 

_ General Frnurrs. I have a continental defense project estimated at 
$1 billion. It would be included there. 

Mr. Forp. What part of that would go for NIKE-ZEUS? Do 
you have any idea? 








Mr. Forp. Are there other military people who would subscribe to 
what you just said 4 

General Feiuers. I will answer that. If this study of mine were 
sent to the Defense Department—which you recommended be done 
and it would suit me fine, and I admit I do not have the details but in 
principle I will not admit I am in error at all—the Army would con- 
demn my study utterly. The Navy would like the part that is for 
the POLARIS increase and the Air Force would buy most of my 
study. Iam not an airman, but that is my conviction. 

I read the white paper that was put out by the Defense Department. 
I am certain that it was not subscribed to by the Air Force. There are 
lines in the white paper which the Air Force could not have accepted, 
yet the white paper claims to be a Defense Department study. So this 
difference between us here today, Mr. Ford, is 10 times greater in the 
Pentagon. There is no unity among the three Chiefs of the services, 
make no mistake about that. 

Mr. Forp. The Chairman of the Joint Chiefs of Staff today is 
General Nathan Twining. 

General Friiers. A good friend of mine. 


ENDORSEMENT OF MILITARY PROGRAM BY JOINT CHTEFS OF STAFF 


Mr. Forp. The former Chief of Staff of the Air Force. He has 
endorsed the military programs and policies anh have been sub- 
mitted to the Congress for the last several] years, and those policies 
are almost dik ametrically opposite to what you have proposed to us. 

General Freiiers. May I say, as you did in the beginning, that. the 
military may have its views and express them, but w hen the President 
of the United States decides on a policy the military must support it. 
So I do not believe you make any great point by saying that General 
Twining subscribes to the present program. He has to. He has no 
choice. He must resign or subscribe to it. 

Mr. Forp. I have great admiration for General Twining. I have 
listened to him testify many, many times. I personally gather from 
what he has said, both on the record and off the record, that. he 
basically and sincerely does subscribe to the concepts and philosophy 
behind our present military program. 

General cies. I did not say he did not, but he must subscribe 
to it or get out, whether he believes in it or not. 

Mr. Forp. General Thomas White, Chief of Staff of the Air Force, 
has repeatedly indicated to the Congress that the basic concepts of 
this defense program are sound. Those policies, as [ will indicate 
again, are almost diametrically opposite to what you are recom- 
mending. 

General Frtuers. No, sir, I do not believe that is the case with 
General White. Of course I cannot speak for him, but I believe if 
he had a free hand we would have the B-70 underway. I think we 
would be pushing nuclear re more than we are pushing it 
now. I think these items that I say we are deficient in-—nuclear pro- 
pulsion, low-altitude-penetration Saliba: ae F—108 fighter-intercep- 
tor, and the antimissile missile defense, I think if he had his say these 
would be pushed more than they axe being pushed now. I think if 
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General Fe_ters. Someone else would have to decide that. That 
was an estimate of mine. 

I would like to say here, if I could, Mr. Ford, the whole purpose 
of this study that I did is to show that we do need money. I claim 
that we are giving away money that could be better spent at home. 
That is the whole purpose of this. If I had known this was to be 
gone into in the detail you have gone into it, I would have either left 
it out or had more information. By and large, I believe I have 
shown that we are deficient in certain items. We need money for 
these items, money which would be better spent for our own defense 
than for foreign aid. That is the only purpose of my study. The 
whole object of this presentation is not endeavoring to show the detail 
of our procurement, what is necessary or what is needed: the purpose 
is to show we need more money and it would be better spent here at 
home. That is the only purpose of it. 

Mr. Forp. Unfortunately, at least in my opinion, the approach 
you use tends to cast some discredit on the basic validity of our 
defense program, and such a presentation when it is not justified 
by full knowledge of the facts could lead to serious consequences to 
the country. I have no objection, as I said at the very outset, to hav- 
ing a difference of opinion where the differences are predicated upon 
full knowledge and facts of what is being done and what the alter- 
natives are. Unfortunately, you have been out of active military duty 
for 14 or 15 years. 

General Fetters. Fourteen years. 

Mr. Forp. You had a long and honorable career in the military, 
but you have not been ina position where you have had full knowledge 
of what our intelligence information is, what our estimates of potential 
enemy capabilities are, nor have you had the benefit of the detail of 
what we are doing. Despite that lack of information—and I am not 
being eritical—and since you left the military service 14 years ago 
you have not had clearance or the opportunity to have this basic 
information which is vitally important to anyone making the kind of 
an evaluation you have presented to this committee. 

Mr. Gary. Is it not also true that the charge that sufficient mone y 
has not been provided for the military reflects very seriously on the 
Congress ? 

Mr. Forp. That is correct. May I just say this in general: i 
have presented to us a military program which would drastically 
vise the direction of our military program. It would accentuate the 
strategic retaliatory forces. It would decrease substanti: ally our 
ground forces and a substantial part of our naval forces. I assume 
you know that this kind of a program you have advocated is almost 
180° different from what the Joint Chiefs said was a sound milits ary 
program for the United States? Is that right? 

General Feiiers. I would like to go back. I have been out of the 
service 14 years, that is true, but I have kept up with what is going on 
in the military. I take a great many military publications. I have 
friends in industry and friends in the service, and I am not as far 
behind as you think. The recommendation that I have made is one 
thing which I will gladly defend. This war is not going to be decided 
by ground forces or surface forces, and anyone who thinks it is is not 
weighing properly the new weapons. 
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he had his say, he would put far less reliance in carrier aircraft and 
the surface fleet and in ground forces than we are now placing. 

Mr. Forp. That does not coincide with his testimony before our 
committee over the last several years. 

General Friuers. Of course not, because he must conform to the 
program, 


WORK OF NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Mr. Ruopes. Are you familiar with the work that the National 
Aeronautics and Space Administration is doing in nuclear propulsion 
and rocket engines / 

General Frevziers. I know it has been turned over tothem. I am not 
familiar with the details. 

Mr. Ruopes. I just wondered, because there is rather considerable 
effort underway. 

General Fretiers. I understand that. But the development is not 
at the disposal of the military at the moment. 

Mr. Ruopes. Of course it will be. 

General FeLters. We hope so. 

Mr. Ruopes. There is no reason to insulate this. 

General Freviers. [ think the Air Force would have developed it 
possibly more rapidly, and possibly for better use for defense 
purposes. 

Mr. Ruopres. There again, you are entitled to your opinion. 1 do 
not say you are right. I do not say you are wrong. However I 
would point out that many of the advances in the past, as far as the 
art of aeronautics are concerned, were developed by the predec essor 


of NASA, NACA. There is no reason to believe these people have 
lost their touch because they are getting into nuclear power and 
higher performance vehicles. I certainly would not downgrade the 
effort which is being made merely because it is not being made by 
the military. There are a lot of brains in the civilian agencies too. 


REDUCTION IN ARMY AND NAVY 


Mr. Foro. On page 27 of your prepared text you say: 

Before the Korean war the Army and Navy each received annually less than 
$5 billion. They should now revert to some such budget and thereby save $10 
billion. 

You of course realize that that approach is 100 percent opposite 
from the recommendations of this long list of responsible, reputable 
military leaders, and if I am wrong stop and correct me—General 
Ridgway, Gen. Maxwell Taylor, General Lemnitzer, and General 
Gavin. Am I correct in saying your views as expressed previously 
in these hearings and elsewhere would be 100 percent different from 
the views of those men that I have just listed / 

General Fetters. Oh, no; not 100 percent. One hundred percent 
would be no Army, would it not ? 

Mr. Forp. The Army today receives about $10 billion a year. 

General Fetters. I think more nearly $9 billion. 

Mr. Forp. Their spending will be about $10 billion. You want to 
cut them 50 percent ? 
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General Fetuers. Yes. 

Mr. Forp. You want to go from 14 Army divisions to what number ? 

General FELuers. Seven nicely, and I will tell you why—because 
those countries in Europe have a population half again larger than 
ours and they can well afford their own army. We sent those troops 
over there in the beginning merely to meet the emergency situation. 
When President Eisenhower went ov er, the papers published a press 
release shortly after he got there that in 2 years’ time the American 
troops could come home. ‘Those troops will be nothing but a human 
sacrifice if a war comes. They are nothing but token forces. We do 
not need them over there at all, nor do the E uropeans need them. 

Mr. Forp. Let me ask you about the Navy’s budget. Are you-ad- 
vocating that the Navy budget should be approxim: ately half of what 
it is today ¢ 

General Fetters. Today I think the Navy is getting $11 or maybe 
$13 billion. I would cut it enough to save five, whic h, I say, would 
save $10 billion in the two cuts. 

Mr. Forp. What kind of ships or what kind of programs would 
you cut out ¢ 

General Frsiiers. J would not presume to tell the Navy what to do 
when their budget is cut. They know more about that than anyone 
else. 

Mr. Forv. Do you not have some idea as to what kind of programs 
the Navy ought to pursue ? 

General Feniers. Yes, I certainly do. I think the Navy has a very 
great weapon in the submarines, especially the POLARIS sub- 
marines. I think they should concentrate on that. 

I think they should concentrate on defense against enemy sub- 
marines, but I think surface vessels are of very little value any more 
in view of the enemy submarines and the enemy bombers with the 
nuclear weapons. 

Mr. Forp. I take it you would be opposed to the construction of any 
more aircraft carriers; is that right / 

General Frnzers. Neither Britain nor Russia is going in for them 
any more. Britain is not building any more. Russia never did build 
them. Yes: I think the carrier still has a function, if there is a small 
war some place and if we do not get snenere with someone with air 
power superior to the air power the Navy can put over its carriers. 
But the carrier is on the way out: no question about it. 

I have firsthand experience in the Pacific. I was in charge of 
MacArthur’s joint planning—Navy, Army, and Air Force. The ad- 
mirals are not eager to take their carriers into areas where they do 
not have control of the air. 

Mr. Forp. I served 2 years on an aircraft carrier in most of the 
carrier engagements in the Pacific. May I say a number of the air- 
craft carriers in the 3d and 5th Fleets got pretty close to enemy 
territory. 

General Fre_iers. And they took a lot of punishment, too, as you 
know. 

Mr. Forp. They were able to give adequate cover to the forces that 
landed. They were able to likewise protect themselves, the task 
groups, and the task forces quite successfully. 
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General Frtiers. Was Japan a first-rate airpower at that time. 

Mr. Forp. Japan was pretty good air power at the time of the 
Philippine landings, Tarawa and all those other island operations. 
Ji upan was stilla pretty good airpower. 

General Fetters. Would you say comparable to what Russia could 
place over the fleet now ? 

Mr. Forp. They do not have the base of operations which Japan 
had. 

General Fexuers. If the fleet does not get too near Russia, yes, but 
if we bomb Russia from carriers, the carriers are not going to last. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Forp. Yes. 

Mr. Riropes. General, you were speaking of the armies of Europe. 

General Fetters. Our troops in Europe. 

Mr. Ruioprs. You mentioned also that the European countries had 
armies which they could support. Am I quoting you se re q 

General Friiers. I did not mean to say that. I meant to say now 
they have prosperity; their economy ~ flourishing, and they haw the 
population and there is no reason why they cannot have their own 
troops. 

Mr. Ruopes. Do you think all NATO nations have the capability 
of forming armies, doing the research necessary to upgrade their 
weapons and supplying the troops with weapons which would serve 
as a deterrent to Soviet aggression on the ground ¢ ¢ 

General Feviers. I think if they are willing to make the economic 
sacrifice, yes, sir. They apparently are not willing to. 

Mr. Ruopes. Do you think the economic sacrifice which would be 
required would be anywhere near the magnitude of that the taxpayers 
of the United States are making? That isa generalization. Certainly, 
it would vary in certain countries, I know, but by and large do you 
think the NATO countries could make this sacrifice and have the sacri- 
fice be less than our people are making? 

General Feviers. In other words, Can they afford it 4 

Mr. Riropes. Yes. 

General Feiiers. Yes, sir, ] do: because before World War II they 
did afford it. 

Mr. Ruopes. You are aware, of course, that the cost of all weapons 
has increased rather tremendously since World War IT. 

General Freviers. Especially in the United States they have, yes. 

Mr. Ruopes. I would say especially any of the sophisticated-type 
weapon, which we now produce and which, of course, must. be pro- 
duced in order for an army to be a first-class, A-No. 1 fighting force, 
is Very expensive. 

Really, there is no good reason to have a fighting force which is not 
capable of taking on the best in the world and holding them on even 
terms. 

General Feiuers. May Cask there, Do you mean on the surface? 

Mr. Ruopes. Surfac e completely ; yes, sir. 

General Frnuers. Hitler tried it, Napoleon tried it, and the dis- 
tances of Russia and their winters have never permitted an invading 
army to destroy Russia on the ground. 

Mr. Ruopes. I was not speaking of destroying Russia. I was speak- 
ing of keeping Russia from waltzing into Western Europe. 
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General Fre.iers. That is one and the same thing. If you have a 
deterrent force that is effective, it must be one that can punish the 
enemy. We have no ground forces that can punish the enemy. 
Therefore, the ground forces are not deterrent forces. 

Mr. Ruoves. Would you not agree that if it were not for the forces 
of the NATO countries on the ground at the present time that Russia 
could waltz into Western Europe and present us with a fait accompli ? 

General Fetters. No, sir. 

Mr. Ruopes. And then say, aoe are you going to do about it?” 

General Fevirrs. No, sir; I do not agree at all. The deterrent 
that keeps Russia out of Europe, assuming Russia wants to invade Eu- 
—s could not answer whether or not she wants to—assuming she 
does, the deterrent force is commanded from Omaha, it is not the 
troops on the ground in Europe. At best, they are only 21 divisions 
and they are scarcely combat ready. Russia, they are only 21 divisions, 
three-fourths of them in European Russia. 

Mr. Ruopes. You think we would be just as well off if we did not 
have those 21 divisions facing the 175? 

General Fetters. I am positive. 

Mr. Ruopes. Thank you. 

General Feiiers. Iam happy to get it on the record. 

Mr. Narcuer. Would you yield to me at that point, Mr. Ford ? 

Mr. Forp. Surely. 


APPEARANCE BEFORE COMMITTEE ON WAYS AND MEANS 


Mr. Narcuer. All of these gentlemen are very much interested in 
the mutual security program and all matters pertaining to the budget. 

I very carefully listened to the statements made at the es you 
appeared with Dean Manion and Colonel Rockwell ard Mr. Campbell 
and Mr. Harnischfeger. I am just wondering if you gentlemen have 
appeared before the Committee on Ways and Means. 

General FrtiLERrs. No, si 

Mr. Narciuer. It seems ha me, General, that in listening to the 
statements made by all of you fine gentlemen that you are talking 
more from the st: andpoint of tariffs than you are from the st: indpoint 
of foreign aid. I was just wondering if any of you appeared before 
the Committee on Ways and Means. 

General Feviers. No, sir: no one has. 

Mr. Narcner. That is all, Mr. Ford. Thank you. 


BOMARC PROGRAM 


Mr, Forp. I notice on page 14 of your statement, General Fellers, 
you, in effect, advocate the continuation of a sizable BOMARC pro- 
gram. You did not say that directly, but certainly the inference is 
there. What did you mean? 

General Friiers. I do not know enough to discuss the BOMARC 
intelligently. I vee heard both sides. I have heard the Air people 
tell me it is the only weapon. I have heard other people say it is no 
good and should be thrown out. 

What I meant to say there was that we have a most inadequate 
ground defense against air and missile attack and that the BOMARC 
is our only long-range antiaircraft missile. 
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Mr. Forp. For you to be helpful to this committee and to the Con- _ 
gress, we ought to have something concrete. Do you or do you not 
advocate the BOMARC program ? re 

General Feiers. I deanein a program of defense against enemy in 
bombers. If the BOMARC is not the best weapon, I advocate a bet- ; 
ter weapon. I am not qualified further on this. 42 

re 
REDUCTION IN NAVY PROGRAM . 
oO 

Mr. Forp. To get back to the Navy program, you have advocated ” 
a $5 billion cut in the Navy budget ! 2 ai 

‘General Feviers. Yes, sir. 

Mr. Forp. Would that coincide with the views of Admiral Burke? pe 

General Fretuers. No, sir. = 

Mr. Forp. And the other Navy people ? G 

General Friiers. Not at all. hi 

Mr. Forp. Do you consider yourself better qualified to recommend ot 
what the Navy feels is necessary than they ? 

General Fetters. For 44 years I have been a student of military 
subjects. All I can do is give you my honest opinion. My honest 
opinion is the Navy should be cut. 

Mr. Forp. Cut to the extent of $5 billion per year ? 

General FELLERS. Something like that ; yes, sir. 

Mr. Taner. How much would you leave, then ? 

General Fretiers. They would have about $8 billion, sir. | 

Mr. Taser. That is a little out of line compared with the estimate, ( 
as I read it. , 

General Fetiers. The Navy has $13 billion, I think, sir A 

Mr. Taner. The Navy estimate w " $11.8 billion. I 

General Fetters. I thought it was 13 billion. a 

Mr. Taner. That would leave them $6 billion. I 

General Feviers. Yes,sir. I thought they had $13 billion. b 

Mr. Taper. $11 billion is the appropriation for 1960, and the ap- : 
propriation for 1961, as recommended by the committee, is $11.9 billion. , 

OTHER MILITARY OFFICIALS SUBSCRIBING TO VIEWS 

Mr. Forp. In conclusion, I would like to have you put in the record, 
if it is available, the names of any other military officials, those on n 
active duty or retired, or any writers or students of military philosophy . 
and tactics who subscribe to your views. c 

I give you that opportunity because T have indicated on the record a 
the caliber and type of people who have diametrically opposite views 
to yours. I would be glad to have you put in the record the names ’ 
of any military students, writers, or otherwise, whose views coincide I 
with your own. C 

General Fretiers. I will be glad to do that. 

(The information to be supplied follows :) 

I am astonished that Mr. Ford appears to believe that my views are new 
and not well known. Actually I can claim very little originality in what I 7 
have presented here as a defense concept. I would venture the opinion that ] 
most Air Force officers, and a goodly number in the Army and Navy have simi- € 


lar views of modern defense. 
There is a bitter struggle in the Navy between the carrier and the sub- 
marine officers. Those who feel that the carrier is on the way out and that 
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the destiny of the Navy lies in its submarines would, 
toward the views I have expressed. 

It is difficult and possibly presumptuous of me to list officers of national 
repute—by name—who agree with the defense concepts which I have expressed 
in these hearings. 

Perhaps my strongest support may be illustrated as follows. I have written 
a book “Wings for Peace—A Primer for a New Defense.” The Air Force bought 
42.500 paperback copies for their Air ROTC units and made the book required 
reading for each student. I have many, many letters from senior officers of 
all services endorsing this book. The defense concepts in the book are identical 
to those I have expressed before the House Appropriations Subcommittee on 
Foreign Operations. 

For 6 years, 3 during war, General MacArthur was my teacher; my views 
do not deviate from what he taught me. 

In the Middle East, 1940—42, as observer with the British in the desert cam- 
paigns, I spent days on end with various senior commanders both in the Army 
and the RAF. My views today have their roots deep in this rich relationship. 

On our Citizens Foreign Aid Committee, Gen. Albert C. Wedemeyer, Lt. Gen. 
George E. Stratemeyer, Maj. Gen. Leigh Wade, and Gen. Robert E. Wood 
have all, in principle, endorsed views which I have presented before this and 
other committees of the Congress. 

Adm. Husband E. Kimmel has also strongly endorsed them. 


I believe, be inclined 





General Fetuers. Could I make a short statement / 
Mr. Forp. Surely. 








EFFECT OF NUCLEAR WEAPONS AND DELIVERY 


ESTABLISHMENT 








SYSTEM ON MILITARY 


General Freiiers. I think since Sputnik I went up on the 4th of 
October 1957, there have been greater changes in the military than in 
all history up to that time. We have an Army, Navy, and Air Force. 
As new weapons were produced, the armed services met the changes. 
This nuclear weapons and delivery system is a newer change and a 
more drastic change than anything that ever before faced the Military 
Establishment. The Army, holding onto its concept of surface com- 
bat, is endeavoring to adjust itself by adopting or supe rimposing on 
ita weapon that is beyond imagination in its destructiveness. The 
Navy is doing the same thing. 

The Air Force is doing the same thing, but it happens that the Air 
Force is a little more in line with this new weapon than the surface 
forces themselves. 

You have violent disagreements in the Joint Chiefs of Staff. You 
may not have it before your committees, but it is in the Pentagon. I 
get many repercussions from it. They cannot agree at all on the type 
of defense we should have. It is all a compromise, make no mistake 
about it. It is alla compromise. 

Lam sure that a number of the people you named today like Ridg- 
way and Taylor would be more conservative than I. I know them. 
I was in school with all those men, I know them well, I like them. 1 
do not know how much they like me any more, but I like them. 

Mr. Forp. This is _ a personality contest. 

General Fetiers. I did not mean to bring a personality contest in it. 
Tam merely saying they would subscribe to some sort of program in 
which this new weapon would be adjusted to surface forces. I think 
it cannot be. I think war has gone in the air completely. I was not 
even an airman. 

Mr. Ruopes. 





What was your branch / 
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General Freiuers. I was inthe Coast Artillery. 

Mr. Ruopes. I was sure you were not in the Infantry. Go right 
ahead, sir. 

General Fetters. This thing—new weapons and delivery systems— 
is something beyond calculation. It has hit the Pentagon people with 
an impact that is terrific. If you think I differ from you gentlemen 
here, it is nothing compared to the differences out there. I know that 
for a fact. 

I should say that in all history there have been captains who wanted 
to conquer the world—Caesar and Alexander the Great and Napoleon, 
and so on. However, always some natural barrier stopped them. 
Maybe it was a desert, maybe it was a mountain, maybe it was disease, 
mavbe it wasoceans. Something always stopped them. 

Today weapons are in the hands of the Kremlin that can destroy 
any target on earth in a matter of hours or possibly minutes. For 
anyone to try to tell me that our troops in Europe can do anything 
about it or that the surface fleet can do anything about it, I just do 
not believe it. It doesnot make sense. 

Mr. Taner. What do you think can do anything about it? 

General Frtiers. I think we must have more striking power than 
the Soviets. Then there will be no war with Russia. If we have 
that, I think that the inefficiency of communism, the cruelty of it, will 
cause it to consume itself. The Russians will then get a government 
responsive to the will of the people. Meanwhile we must hold them 
the Red dictators—in a straitjacket with more striking power than 
they have. 

LIMITED WAR CONCEPT 


Mr. Ruopes. General, you have completely departed, then, from any 
concept of limited war. You do not see any possibility of a limited 
war 

General Friuers. We fought a limited war in Korea. I will tell 
vou how we kept it limited. It was because we had the Strategic Air 
Force and the Russians did not. 

Mr. Ruones. That ismy point. If you get toa state of equilibrium, 
as far as these weapons you describe are concerned, with the Soviets, 
then we are afraid to use them and they are afraid to use them. 

General FEtuErs. That is right. 

Mr. Ruopes. Do you not think there is some possibility of then 
fighting, relatively speaking, with sticks and stones? 

General Fetters. I tried to cover that in my study. 

Mr. Forp. In your prepared text you dispute the need for our being 
prepared to fight that kind of war. 

General Fetiers. I would like to tell why I think it is very danger- 
ous, yet I think we are —— to fight that kind of war right now. 

Mr. Forn. Could we fight that kind of war with a $5 billion per 
annum budget for the Army and a $6 or $7 bililon ieeclcu for the 
Navy? 

General Feiiers. If we had superior striking power, we could fight 
a limited war anywhere. But the minute we have nuclear parity with 
Russia, then any war we fight closer to Russia than we are, we will get 
in trouble because they will use their bases inside Russia and we will 
not dare bomb them. They will have a base sanctuary within Russia 
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and they can cover their outside operations with atomic. weapons and 
we cannot. We can strike with the Strategic Air Force but we will 
not strike Russia. 

Mr. Forp. May I conclude my part of the interrogation by offering 
to you again the opportunity to present in the record the names of any 
individuals, military or civilian, who have subscribed to the approach 
you have recommended. 

May I say as a final word that next year, if you are so disposed, I 
think it would be the proper place for you to present these recom- 
mendations to the Defense Subcommittee of the House Committee 
on Appropriations. ‘There would be a number of committee members 
who would like to have the benefit of your observations, comments, 
and recommendations. 

I repeat that disagreement is not necessarily bad. I think however 
to a substantial degre ee you have presented your particular program in 
the wrong forum. I appreciate your presentation. I do not agree 
with it. Nevertheless, I certainly defend your right to come up here 
and give it. Thank you very much, Mr. Chairman. 

Mr. Gary. Mr. Rhodes. 

Mr. Ruopes. I do not see any purpose to be served in prolonged 
dispute. I just feel we should make the point a little stronger, though, 
that there is a possibility—and I think a probability—that this 
Nation and the Communist bloe will reach a status of equilibrium in- 
sofar as the more sophisticated type weapons are concerned, that the 
use of the more sophisticated type weapons carries with it the possi- 
bility of the complete destruction of civilization, which no one prob- 
ably would care to undertake. 

I believe also that this will not deter the Communists from their 
avowed intention of taking over the world, either by force or by some 
other means if available, and that if we completely gave up the possi- 
bility or disregarded the possibility of a limited type war such as was 
fought in Korea, we would be laying ourselves open to the type of 
attack which would be a piecemeal encroachment on our positions, a 
limited type of thing where they accomplish an objective and then 
tum around and say, “OK, what are you going to do about it?” 

General Feiters. May I make a statement ? 

Mr. Ruoprs. Certainly. 

General Friiers. I do not mean we should wholly give up the idea 
of limited war. We may be forced into it. We have some commit- 
ments and moral obligations and we may get forced into a limited 
war. I say the only way I know you can keep it limited is to have 
more striking power than the Soviets. That is the whole purpose of 
my phulonophy. I think we can. I think we have the genius to do 
it. I do not think we can build large surface forces and give money 
to every country in the world and afford to keep ahead of the Soviets 
in striking power. 

Mr. Ruopes. Do you wish to change your testimony concerning 
those 21 NATO divisions in Europe? 

General Fetters. No, sir; in a war they would be wiped out. May I 
say this. After the Russians had absorbed the shock of the greatest 
attack ever laid on in the history of warfare, 220 crack German divi- 
sions struck Russia, threw them back to the Leningrad-Moscow- 
Stalingrad line and the Russians came back and totally destroyed 108 
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German divisions—and good ones. I know; I ran from some of them 
in the desert in Africa. How can 21 divisions have any effect on 
the Soviet Union? 

Mr. Ruopes. Of course, I could argue about that all day, but I do 
not think that 21 divisions was ever intended to overrun Russia nor 
was that force in itself ever intended to completely hold back the 
Soviet Army, but it is to operate as a shield behind which other ground 
forces might be able to assemble and to get into position to keep the 
Russians from overrunning Europe. 

General Freuiers. May I ask, sir, what other ground forces ? 

Mr. Ruoprs. If we do not have other ground forces or if we do 
not have the capability of raising other ground forces, I would say 
that the history of the world in the future is fairly clear. We are 
going to arrive at a state of equilibrium as far as the more sophisti- 
cated type weapons are concerned, and then we can look forward to 
the day when the Russians or the Communist bloc by sheer force 
of numbers and use of World War II-type weapons will probably 
overrun all of Europe anyway and possibly some of the rest of the 
world. I do not think it will happen this way, if we don’t put all our 
eggs in one basket. 

General Fritters. I would like to comment, if I may. The worst 
thing we could do, in my opinion, is to ban the bomb. That is the 
one thing the Kremlin wants to get rid of because they have enough 
ground forces to overrun Eurasia any time they like if we get rid “of 
the bomb. The only deterrent we have today is SAC and the bomb. 
There is no other deterrent. 


TOTAL DISARMAMENT 


Mr. Ruopges. What would you think of a total disarmament, ineclud- 
ing disarmament of ground forces? 

General Friiers. I think that is just the same as surrendering to 
the Soviets. I would be very much opposed to it. Ideally, yes, fine, 
but that is not the way things are in this world. Total disarmament 
with the Soviets? You could not trust them and we would be help- 
less. 

Mr. Ruopes. Yet you are willing to trust them as far as this limited 
capability is concerned. 

General Fritrrs. No, sir, I am not willing to trust them in any- 
thing. As to our limited capability, as in Korea, as in Lebanon, as 
in Azerbaijan we had SAC. In Azerbaijan when the Reds did not 
take out their puppet government we sent them a note and they pulled 
their puppet government out. All this was because our S: AC was 
superior to the striking power of the Russians. And it is today 
superior. 

What disturbs me, no matter how bady I may have approached the 
problem, is I am afraid we are not going to keep our striking force 
superior. 

Mr. Taser. I do not believe, if you read the report of the Commit- 
tee on Appropriations that presented this military bill today, that 
you will say that. 

General Frtiers. I thought the adjustments that were made were 
very sensible. 
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Mr. Taser. And they provide for a very considerable buildup of a 
lot of things. 

Mr. Forp. May I say the bill does not reduce one soldier, one marine, 
the active duty strength of our ground forces. 

General Fetters. Nor do I expect I am going to get any reduction 
init. Lam only giving my conviction. 

Mr. Ruopes. Your thesis is that we cannot do both? 

General Fe_uers. Yes, sir. 

Mr. Ruopes. That we cannot maintain a ground deterrent and also 
maintain the type of nuclear deterrent you think we should have? 

General Fritters. Yes, sir; and go on with the mutual security 
program; yes, sir. 

Mr. Ruopes. You think the $4 or $3 billion or whatever we will 
bring out of this subcommittee this year is likely to be the straw 
which breaks the camel’s back? 

General Frnuiers. Yes, sir; both economically and militarily. 

Mr. Ropes. I wonder why you pick on this particular expendi- 
ture as being the straw. W hy do you not pick on some other expendi- 
ture of the Government ? 

General Fritters. I can answer that. I do not want to keep you 
gentlemen too long. 

Mr. Ruopres. We are keeping you. You goright ahead. 

General Frtuers. I am very happy to be here. 

You see, money spent at home has this advantage. Even if the 
Government is spending more than it collects in taxes, it can put a 
bond in the bank and take the cash and pay its bills. This is the 
same as using the printing press, but it can be done and the Govern- 
ment remain liquid. When our money goes overseas and the for- 
eign countries amass dollar credits, they can call our gold and they 
are calling it. The only reason they are not calling more is they 
have their money invested over here, and it is making more than 
if they had the gold bars. 

There is a great difference between pouring out our money over- 
seas and wasting it at home. 

Mr. Ruopes. General, I have the pat answer to that, being from 
Arizona. We can subsidize the mining of gold. Then you ‘do not 
have to worry about how much gold the foreign nations take out. 

General Fetuers. If you get too much gold, it ceases to be gold 
because being scarce is why it is valuable. 

Mr. Ruopes. I admire you as a military genius more than I do 
as an economist. 

General Friiers. That is pretty low on the economy. 

Mr. Ruopes. That is all. 

Mr. Gary. Mr. Conte. 


CITIZENS FOREIGN AID COMMITTER 


Mr, Contr. Mr. Fellers, could you tell me something about the 
Citizens Foreign Aid Committee? Is it incorporated ? 

General Feiuers. No, sir. It is a lobbying committee. We operate 
under the Lobbying Act. There are 45 members. I hate to say 
this, but 90 pereent of us are Republicans and we find ourselves at 
variance with the administration. That is not a happy position for 
ie or for any of us on the committee who are Republicans. 
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Mr. Contre. There is nothing wrong with that. I find myself at 
odds with them once in a while. 

General Friuers. Do you want to know more about the members? 

Mr. Conve. Yes. 

General Fevuers. We have a number of industrialists on the com- 
mittee, five soldiers—Stratemeyer, Wedemeyer, Gen. Robert E. Wood, 
Gen. Leigh Wade, one of the first round-the-world flyers, and Iny- 
self. I be lieve those are the military men. We have three eminent 
lawyers—Dean Clarence E. Manion, Justice M. T. Phelps of Arizona, 


and Robert Dresser from Providence. I think that about covers it. | 


There are 45 members. 

Mr. Conte. What isthe purpose of the organization ¢ 

General Fetters. We are opposing foreign aid. 

Mr. Contr. Do you have a weekly radio program ? 

General Fetuers. No,si. 

Mr. Contr. I know Mr. Manion said he had a nationwide program, 

General Frvuers. That is lis Manion forum program but it is 
separate from our organization. 

Mr. Contr. No connection / 

General Fr_iers. No,sir. 

Mr. Contr. Are any contributions or collections taken in for the 
support of this organization ¢ 

General Fretiers. It is supported almost entirely by the members 
of the committee. 

Mr.Conre. Are there any paid members / 

General Feniers. Two. 

Mr. Contr. Who are they / 

General Feturrs. One is astenographer, the other is myself. 

Mr. Contr. Would you mind telling the committee what you 
salary 1s a 

General FELLERS. I cannot tel] be I drew a total of 87.000 last 
vear. It depends on how much is in the till. IT have drawn so fa 
this ye: ar $3,000. Atthe moment we are in the red. 

Mr. Contr. You are the national director of the organization / 

General Feiuers. Yes, sir 

Mr. Conte. Iam going to ask you some questions, some pertaining 
to your testimony and some pertaining to the testimony of others, in 
view of the fact that vou are the national director. I think the Vv are 
fair questions. 

General Frtuers. T will be elad to answer them if I enn. 


GOLD RESERVES 


Mr. Conrr. Getting back to the gold reserve, Mr. Harnischfeger 
on page d of his testimony said : 

Today our gold reserves stand at $19.4 billion Foreign dollar credits, with 
which foreigners can draw down our gold, stand at S23 billion 
Do you agree with that ? 

General Feviers. Yes. sii 

Mr. CONTE. Is it not so that the foreigners being able to draw 
down our gold to the tune of $23 billion is a highly exaggerated state 
ment 7 
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General Fetters. You mean the $23 billion is exaggerated ¢ 

Mr. Conve. That is, that the foreigners can draw down on our gold 
reserve. 

General Fruuers. I think not. That figure was determined by a 
professional office here in town headed by Dr. Grosclose, who is an 
economic adviser to a number of business concerns. We took his 
statement to the Assistant Secretary of the Treasury the first week 
in February. They told us that we would hear from them and they 
would reply to our study which we submitted to them. They never 
have. 

That study also went to a Mr. Pick, who is one of the outst: anding 
economists in America. He wrote an enthusiastic letter endorsing 
it. 

Mr. Conre. Has Secretary Anderson agreed with your state- 
ment / 

(;eneral FELLERs. No, sir. I said we took it to the Treasury. 

Mr. Contr. That is Sec retary Anderson. 

(zeneral Fetiers. No, sir; we did not get to see him. We saw Mr. 
Upton, the Assistant Secretary. He said he would reply tous. I did 
not say he said he agreed with it. 

Mr, Contr. Does that figure include about $4 billion holdings by 
international institutions and about $9 billion of private balances, 
whieh amount cannot be drawn out ? 

General Fretuers. I do not understand. Which amounts cannot be 
drawn out 7 

Mr. Contre. Does that $23 billion include $4 billion of holdings by 
international institutions and about $9 billion of private balances 
which cannot be drawn out ? 

(;eneral Feiuers. Cannot be drawn out from where? 

Mr. Contr. By either the international institutions- 

General Fetters. You mean foreigners cannot draw down the gold ? 

Mr. Conre. That is right. 

(seneral Freviers. No, sir. They can put this gold in the central 
bank, and the central bank can draw it down. It is a little wrong 
to sav they cannot draw it. I do not know the answer on the $4 
billion. 

Mr. Conre. Is it not a fact that less than one-half of this amount, 
some 9 to 10 billion represent short-term banking claims by foreign 
eovernments and central banks, that that could be converted into gold 
under our form of gold standard ? 

(seneral Feiiers. I do not understand your question. 

Mr. Contre. Is it not a fact that less than one-half of this amount. 
about $9 to $10 billion, represents short-term banking claims by for 
elon governments 4 

General Fretuers. I cannot answer that. I do not know. 

Mr. Contr. On page 8 and page 9 Mr. Harnischfeger quotes a 
group calling itself the American Institute for Economic Research, 
saying that the U.S. Treasury stands today on the brink of insolvenc y; 
sugeested that the Russian agents could not have accomplished a 
more thorough job of gutting the economy than has allegedly been 
done by inflating and extracting U.S. gold reserves as well as making 


a run on the dollar a distinct ‘possibility. Do you agree with that 


statement ? 
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General Fetuers. Yes, sir. 

Mr. Con're. How does he reconcile his statement on page 18 where 
he says, referring to the fact that the U.S. economy has grown and 
prospered over many years, with the highest standard of “education, 
the greatest wealth per capita, and the highest standard of living the 
world has ever known ? 

General FELLERs. That is very easily reconciled. This thing is 
just now coming upon us. We do have these advantages that he lists, 
but our economy is in such poor shape that we are slipping very 
rapidly and we are losing the standards that he describes. I think 
there is no inconsistency there. 

Mr. Contr. Do you feel those standards are present today ? 

General Frtiers. I think we are losing them today. 

Mr. Contr. How much have we lost ? 

General Friiers. That would be difficult to answer. 
opinion, that we are losing the standards today. 

Mr. Contre. You would not dare venture to say how much we have 
lost ? 

General Feiters. I do not know how much. We are losing it fast, 
though. <A third of our labor goes to the Government. That is quite 
a bit of loss. 


Mr. Contr. General Fellers, on page 25 of your statement you say: 


That is my 


The U.S. Treasury obligations held by other nations are officially 


stated at 
$12,201 million. 


General Friuers. Yes, sir. 


CONSIDERATION OF INTEREST PAYMENTS TO FOREIGN COUNTRIES AS AID 
Mr. Conve (reading) : 


Interest payments by the U.S. Government to foreigners on these obligations 
amount to more than $500 million annually. These interest payments them- 
selves constitute a form of foreign aid. 

Do you consider that the interest on the U.S. private and Govern- 
ment loans to foreign countries is foreign aid to the United States? 

General Fetirrs. No. 

Mr. Contr. You do not? 

General Friuers. No. 

Mr. Conte. Are the dividends and interest coming back into the 
United States-——— 

General Fetters. I am not sure I understand your question. 

Mr. Contr. I will go more slowly. 

General Fruiers. You are getting me in deep here. 

Mr. Contr. Do you consider that the interest on the U.S. private 
and Government loans to foreign countries are foreign aid to the 
United States? 

General Fretiers. No; they are not. I will tell you why they are 
not. Because the money is derived from a different source. The 
money our Government is paying in interest to foreigners today is 
interest on money to a considerable degree which was foreign aid 
money to begin with. 

I consider that the $3.2 billion our troops spend overseas each year 
essentially is foreign aid. Foreign governments get those dollars: 
they do not need them because they have their own currency; they 
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exchange this for dollars and have dollar credits with which to draw 
down our gold. 

Mr. Conte. Do you consider our tourist trade over there foreign aid 
also / 

General Fritters. No; I think that is not foreign aid. We got our 
enjoyment out of that. . 

Mr. Contre. The same principle applies, does it not? 

General Fetters. They get the dollars and they can draw down our 
vold with tourist dollars the same as with foreign aid dollars; yes. 
You see, our currency, when we get currency from another country 
or income from another country, is not redeemable in gold, as is our 
currency withthem. There isa big difference. 

Mr. Contr. Not all of it is redeemable in gold. 


General Fetters. You mean foreign currency / 
Mr. Contr. Yes. 
General Fetters. There is no such arrangement. 


Mr. Contre. I thought Secretary Anderson testified differently be- 
fore the first meeting. 

General Frruers. I understand there is no difference. I am an 
amateur. 

Mr. Conrr. How about the dividends and interest American con- 
cerns or American people receive from American concerns who are 
doing business in foreign countries? Do you consider that interest 
and dividends which results from making a profit doing business over- 
seas as foreign aid by those countries to the United States? 

General Fetters. I do not know how to answer that. I would like 
to quote Senator McClellan some time back. He said we had exported 
$20 billion in capital and 1 million jobs. I do not know quite how 
to inte rpret th: : in the light of your aa but I think it is related. 

Mr. Cone. I do not think it’is related. Tasked you a very simple 
quest ion. 

General Fetters. Will you please ask it again ? 

Mr. Contre. Do you feel that American stockholders who receive 
interest and dividends as a result of profit that a corporation makes 
from doing business overseas is foreign aid by those countries to the 
Unted States? 

General Friiers. No, sir; because that money is not redeemable in 
gold and our money Js. 

Mr. Conve. They are taking money out of that country, are they 
not ¢ 

General Fretiers. Yes, but—— 

Mr. Contre. Is the United States the only country in the world 
whose currency is dedeemable in gold ¢ 

General Fetters. As far as I know, it is. 


TOTAL FOREIGN AID BUDGET 


Mr. Conrr. Mr. Harnischfeger asserts on part 10 of jus testimony 
that our total foreign aid budget is $10 billion a year. Do you agree 
with that ? 

General Fetiers. Yes, sir. 

Mr. Contre. What does this $10 billion consist of ? 








General Fevvers. The chairman of your committee is the source of 
that statement. 

Mr. Contr. Iam asking you the question. 

General Freciters. It consists of about between $5 and $4 billion 
cash, $3.2 billion spent by our troops overseas. That gets it up to 
seven. An unfavorable balance of payments, which is $3.41 for 1 
vear and $3.7 the following year, 1959. 

Mr. Conve. $3.1 billion, which you have already set for the support 
of our military forces. 

General Freiiers. Not support. The money they spend overseas is 
$3.2 billion. 

Mr. Ruoprs. Will the gentleman yield / 

Mr. Contr. Yes. 


UNFAVORABLE BALANCE OF PAYMENTS 


Mr. Ruiopes. You cannot add all of the unfavorable balance of pay 
ments into the cost of foreign aid. That is the result of all of the 
transactions, including foreign aid. 

General Fevers. Yes, sir; but foreign aid is the thing that makes 

unfavorable. 

Mr. Riopes. Would you not say that if exports had increased, there 
would not then be an unfavorable balance of payme “ Q 

General Fruiers. If you could export enough, but you cannot. 
The products we export are being produced overseas more cheaply 
than we can sell them over there. 

Mr. Rutopes. That is not the fault of foreign aid, is it? 

General Freiurrs. Yes, entirely the fault of foreign aid. 

Mr. Ruopes. This country was made great by competition. I have 
heard the argument before that we have, by our own money and our 
own know-how created competition which we should not have created. 
If that be true, then the thesis upon which this country has operated 
ever since its conception has been wrong. 

General Friiers. No, sir. 

Mr. Ruopes. Because if competition is good within the United 
States, why is it not good within the world ? 

General Fretuers. I think the answer to that is that we have set up 
overseas with our aid, our money, our know-how, our machines, indus- 
tries which compete with us. Then we have lowered through recip- 
rocal trade the rate so that it can come in at free trade or low tariff. 
That combined with cheap labor, which is one-fourth to one-tenth the 
price we pay for Jabor in this country, makes it impossible for us to 
compete. 

I will illustrate. Colonel Rockwell on our committee told me that 
the Army had bought 10,000 trucks from Japan because they were 
cheaper. How did Japan get those trucks? They got the machinery 
to build them from us and they got the blueprints and know-how from 
us. It took millions of our dollars in research and development to 
develop these trucks to the standard which Japan got for nothing. 
How can we compete with any such arrangement as that ? 
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RECOMMENDATION 


Mr. Ruopes. What is your answer to all this? 

General Fellers. I think the answer is simple. We have to stop 
foreign aid, and I make the prediction that we will stop foreign aid. 

Mr. Ruopes. You may be right as to what we are going to do, but I 
fail to see how this is the touchstone that solves all prob lems of the 
world. 

General Fetters. It does not solve all the problems of the world. 

Mr. Ruopes. You just said it did. 

General Fetiers. I did not mean to say that. 

Mr. Ruopes. Very well. The question was: What are we going to 
do about this situation which you described ? 

Mr. Gary. Will the gentleman yield / 

Mr. Ruopes. I will be glad to. But I would like to get an answer 
to this question. 

General Feiiers. I have tried to say in my study what we should do. 
I think that money spent for military assistance overseas is almost 
totally wasted and that we need it ourselves. I would stop military 
assistance for that reason. 


EXAMPLE OF PHILIPPINES 


In regard to economic assistance, it is so simple to help a country 
and spend very little. I used as an illustration in my paper, the 
Philippines. Iwasa very small part of the Philippine story. I went 
there first in 1921. One could not drink any water from any of the 


sources in the Philippines without getting sick. They had malaria; 
they had smallpox: they had on the island of Culion, a leper colony, 
hundreds and hundreds of lepers. 

The Filipino wanted to improve his lot. We sent schoolteachers, 
sanitary experts, doctors, financial advisers. The Philippine Gov- 
ermment paid for them. It was not much. ‘Today the Philippines 
has taken its place among the modern nations of the world. That all 
happened in es than a half century. That is what I would like to 
see done with any underdeveloped country. We could extend them 
this help but we do not have to go broke doing it. We do not have to 
inild them steel mills when they need to learn how to read and write. 

I would say that the underdeveloped countries need the kind of help 
we gave the Philippines, and we should give it to them. The indus- 
trial countries certainly have had enough help from us, and it ought 
tostop because they are undermining our market. 

I will make a little predic tion, whie h Mr. Hannischfeger made. It 
may be copying him. I think by the election most of labor will have 
turned against foreign aid because there are going to be a lot more peo- 
ple out. of jobs on account of it. 

Mr. Contre. Mr. Chairman, I believe you have a question ? 

Mr. Gary. Yes. 











2774 
EXTENSION OF MONROE DOCTRINE 


I wondered what you would do with a situation like Korea or 
Formosa ? 

General Fetters. We have that covered in our study, sir. We can- 
not walk out on them and we have to continue aid. 

I would extend the Monroe Doctrine over them and if anything 
happened, I would hit and I would hit by air, not on the ground, but 
from the sky. 

Mr. ies . How about Turkey ? 

General Fritiers. I do not know. I could not answer that. I do 
not believe Turkey has the threat that the other two countries have, but 
possibly Turkey is another one requiring assistance. 

Mr. Ruopes. Would the gentleman yield ? 

Mr. Conte. Yes. 

Mr. Ruopes. What about South Vietnam and Laos? 

General Fetters. South Vietnam, if I understood it correctly is 
ina bad way. They have 5,000 Red rebels down haces giving thema 
lot of trouble. 

Mr. Ruoprs. Would you extend the Monroe Doctrine over these 
other nations? Isthat the point? 

General Fetters. I would like to say only Korea and Formosa at 
this time. I am not familiar enough with the circumstances in these 
other two places to be right or wrong on it. 

Mr. Gary. How about Jordan? 

General Freiiers. I do not know what it would do about Jordan. 

Mr. Gary. It would be pretty bad if Russia took over the oil wells 
of Tran and Iraq; would it not. 

General Fetuers. Yes, sir. They are quite likely to do it. I think 
the moment they get what you might call nuclear parity, Russia may 
move into the Middle East. We will have our choice then of facing 
enormous destruction in this country or of yielding to the Commu- 
nists. It is not easy and I think that the key to the whole thing is 
superior striking power. The Soviets would not move out of their 
boundary then. 

Mr. Ruopes. General, you say “superior” but after you get to a point 
where they can totally destroy you and you can totally destroy them, 
where do you go from there ? 

General Fetters. I believe we have e1 1ough genius in our produe- 
tivity in this country to stay ahead. Maybe the new w eapon will be 
a satellite, I do not know. I am not versed in these things. 

Mr. Ruopes. The point is, when you get to the point of 100 percent 
total destruction you cannot go any further than that. Superiority 
then becomes a word which is meaningless because you have reached 
the ultimate. 

General Fetiers. I think you could always conceive of better weap- 
ons and better men and delivering these weapons faster and more 
deadly. 

May I just make this remark? 

If superior striking power is not the answer, then I would say most 
certainly the small war is not the answer, nor are surface forces the 
answer. 

Mr. Ruopes. That is all. 
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ITEMS CLASSIFIED AS FOREIGN AID 
Mr. Conver. General Fellers, getting back to $10 billion in foreign 
id, Mr. Harnischfeger submitted table I 

General Freiiers. Yes, sir. 

Mr. Contr. In table I for 1959 he showed a total of foreign aid in 


the amount of $8,560 million under the heading of Principal Foreign 


Expenditures and Transfers of U.S. Government. 

General Feiuers. Yes, sir. 

Mr. Contre. Does this $10 billion of foreign aid which you have 
restitied to include this figure of $8,560 million ? 

General FeLiers. Yes. 

J think the difference between the 8 and the 10 is the interest on 
he money which we borrowed for foreign aid. 

_ Contr. We will get to that. If that is so, then he is ineluding 
}:} million for military expenses. 

General Fetters. You say he is not ? 

Mr. Cone. He is. 

General Feniers. That is right. It is not military expenditures. 
lt is not. what the Government pays for the divisions overseas. It 
swhat the troops overseas spend, as I understand it. 

Mr. Contr. I disagree with you. I think that that is under the 
heading of “Military sustaining funds” for our military forces 
overseas, 

General Feiiers. I believe that it would be a great. deal more than 
that. About 45 percent of our forces are overseas. 

Mr. Conver. If they spend $3,148 million they are classified 
tourists. They are having a lot of fun with it; is that not so? 

General Fetuers. It is the same as the money tourists spend. 

Mr. Cone. You said the tourist trade was not foreign aid because 
they were enjoying it? 

General Feiiers. That is right. 

Mr. Contre. You were cl: seen that this $3,143 million of military 
expenditures, with which I] disagree, is for their own personal use, 
ad they are enjoying it are they not 

General Fenurrs. We are c ‘lothing them and feeding them. 

they are enjoy ing it; 

Mr. Conte. Then it is not foreign aid. 

General Feviers. That is a matter of opinion. 

Mr. Conte. I want you to be consistent. On the one hand you tell 
ihe that the money the tourists spend overseas is not foreign aid 
because he enjoys it. 

General Fetters. Lam following you. 

pair. Conve. I am saying that if our soldiers overseas spend this 

3.143 million for their own personal wishes and desires, that, too, 
isnot foreign aid ? 

General Feiters. The difference is that the tourist goes over there 
Voluntarily and he spends his savings having a good time. Those 
troops overseas, according to the President of the United States and 
our Government, are necessary to aid our allies. 

Mr. Contr. To aid ourselves also for our own protection ? 

General Fetters. They cannot protect us. 

Mr. Corre. We can disagree on that. 
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General Fetuers. Yes, sir. 

Mr. Contr. I think we could talk from here to eternity on that. J] 
feel, as Congressmen Ford and Rhodes feel, that they are a necessary 
and integral part of our defense system. 

General Frviers. I feel they cannot protect us at all. 

Mr. Contre. Let us assume that they are not necessary and they are 
over there. These boys are spending their money on their own frills 
and desires. They do not have to spend that money, do they ? 

General Frevuers. If they are not needed, then we are wasting our 
mone v sending them over there. I think they are not needed. 

Mr. Conrr. I am trying to be logical about this whole thing and [I 
am . you. 

These boys are over there because we have sent them, but there is 
nothing under the rules or regulations that says these boys have to 
spend their pay ona good time. 

General Fetters. I think youarea little unreasonable there. 

Mr. Conrr. I am not unreasonable. I was in the service and I was 
a GI. I saved every plugged nickel I received overseas. 

General Friiers. I should say they are spending their own money 
over there but it is not necessarily a good time. 


INCLUSION OF INTEREST ON NATIONAL DEBT IN FOREIGN AID TOTAL 


Mr. Contre. You did say that the $10 billion includes interest on the 
national debt ? 

General Fetters. Yes, sir; in the $10 billion. 

Mr. Contre. Then you disagree with the executive branch which says 
that the pro rata share of the debt increase from 1948 to 1958 is fairly 
attributable to the mutual security program and that figure is $1 085 
million, of which the annual interest is approximately $50 million. 

General Friurrs. Our figure of interest comes from the fact that 
$82 billion of our debt is charged against foreign aid. 

Mr. Conrr. How did you arrive at the figure of $82 billion ? 

General Freiiers. I did not arrive at it. but that is the informa- 
tion we have. There are many ways of figuring this and I cannot tell 
you how they arrived at it. I did not do it. 

Mr. Conte. I believe that you cannot. 

There have been a lot of inconsistencies here. Does the item on 
table I of Mr. H: inischfeger’s statement under “New capital out- 
flow” in the amount of $1,725 million include the United States quota 
increase for the International Monetary Fund of $1,375 million / 

General Freiiers. I do not know; I am sorry. 

Mr. Conve. If it does, is it part of the mutual security program, 
assuming that Mr. Harnischfeger did include the International 
Monetary Fund in that figure ? 

General Feiiers. I cannot answer that question. 


BALANCE OF PAYMENTS 


Mr. Conte. Is table I in Mr. Harnischfeger’s statement designed to 
serve the balance of payments purposes 4 

General Frtiers. To serve the balance of payments purposes ? 

Mr. Contr. Sure. That is, his argument of imbalance of payments! 
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General Friiers. I do not think so. I think that that table is to 
show how much foreign aid is costing us. I would like to suggest-—— 

Mr. Contr. If that is the case, I will not belabor that, but if it is 
the case to show the unfavorable balance of payments, then I would 
apprec iate it if he inserted in this table the amount of procurement 
that had been made in our foreign aid program here in the United 
States. 

Just about all of our military procurements are made in the United 
States and 50 percent of our economic procurements are made right 
here in the United States, so there is not this outflow of money from 
this country. There are jobs created as a result of foreign aid. 

General Frniers. I can understand that and I do not know if you 
want to hear this. 

Mr. Conte. I do. 

General Fetters. The answer to that is that when you hire labor i 
this country to produce a product which you give away, you are creat- 
ing purchasing power but you are t: aking the. product away, which is 
inflationary. 

Mr. Cone. Is that not the case in our farm program / 

General Feviers. Yes. 

Mr. Contr. I did not hear you come in here and complain about 
that. 

General Fetiers. The farm program is quite a complicated thing. 
Tshould say that when you-— 

Mr. Contr. That is exactly the same principle, is it not / 

General Friiers. Yes. 

Mr. Contr. There is $5 billion a year in aid to the farmers in 
wheat, corn, soybeans, cotton, fibers, that we are just storing in bins 
in our warehouses ¢ 

General Fetters. That is right. 

Mr. Contr. We are taking money out of circulation ? 

General Feturrs. I do not believe anyone on our committee endorses 
the farm program. 

[ would like to suggest, if I may, Dr. Groseclose can answer these 
questions. He isthe one who made that table. 

Mr. Conrr. Youarethe national director. 

(reneral Fetiers. I will do my best. 

Mr. Conrr. Good. 

tn regard to the balance of payments for 1959 of the $1.2 billion, 
$232 million was the net direct effect of military assistance and $1,021 
million of the economic assistance was retained right here in the 
United States for home consumption, home procurement, which 
created jobs and which created a circulation of money right here in 
the United States. 

KOREAN SITUATION 


On page 15 of Mr. Harnischfeger’s statement he said : 
Suppose civil war breaks out—will the Koreans remain loyal to their 
American command or will they desert ? 
What do you think ? 
General Feviers. I have not the slightest idea. I hope that - 
Mr. Conrr. Civil war has virtually broken out in Korea in the past 
several weeks ? 
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General Friiers. No, sir; that is not civil war. That was a riot, 
was it not? 

Mr. Conte. Six of one and half a dozen of the other. 

Mr. Ruopes. The results were a new regime and I think you would 
have to upgrade that riot a little bit when the results were that. 

Mr. Contr. The Vice President was assassinated and his family—~— 

Mr. Ruopes. Not assassinated. 

Mr. Conver. The son assassinated his father and then committed 
suicide and the President resigned. There were riots in the streets 
and in the capital. In essence, it was a civil war, was it not? 

General Freiiers. I think it is very commendable that the troops 
stayed loyal. 

Mr. Contre. Regardless of whether it was commendable or not, in 
essence it was a civil war with people fighting against people in their 
own country ¢ 

General Frevirrs. Yes, in a sense, a riot or civil war. 

Mr. Conrr. Have there been any demonstrations against the U.S. 
Government during this civil war? 

General Fettows, I do not know. 

Mr. Conrr. Did they not tip over the statue of President Rhee but 
left the statue of General MacArthur alone? Have there been any 
outward manifestations against the U.S. Government in all of this 
rioting ? 

General Friuers. I do not know; no; not that [ know of. 

Mr. Contr. I read in the paper where they rescued an American 
flag and displayed it proudly during the ransacking of the Presi- 
dent’s home. 

Did vou read that ? 

General Feiiers. Something to that effect. 

I might say that that remark was made in Mr. Harnischfeger’s 
statement before the outcome was known. 

Mr. Contre. Yes, but he used Korea as an example and since this 
testimony we have had the opportunity to prove that Mr. Harnisch- 
feger was all wrong. These people were loyal to the U.S. Govern- 
ment and to the U.S. flag. 

General Friiers. He asked the question. I imagine that occurred 
in your mind - to what is going to happen. It did in mine. 

Mr. Conrr. No, he used it in conjunction with others to say that if 
civil war does break out in some of these countries, the United States 
would be dumped automatically. He did not say it happened in 
Korea, but he used Korea as an example. 

On page 2 of his statement he said: 

It is our conviction that our country’s role as the leading world power 
calls preeminently for a strong and virile America—strong militarily, sound 
economically, and with a deep and abiding spiritual dedication * * 


NEED FOR ALLIES 


Do you believe that strong allies are necessary to maintain all of 
these characteristics in our Government ? 

General Friiers. I think we can stand alone. I hope we do not 
have to stand alone, but I think we can. 

Mr. Contr. You mean if we are strong and virile, militarily and 
economically and spiritually, do you presume that we can drop the 
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mantle of world leadership, and long remain strong? Do you think 

that for one moment we could board up our windows and doors and 

put a picket fence around this great country of ours and ignore the 
people in need and still remain strong and virile? 

General Fetters. You do not have to ignore your friends when you 
stop giving them money and handouts. You can still be frier idly. 
None of our group objects to NATO. We object to paying for NATO. 

Mr. Contre. You would like to have your cake and eat it, too. How 
do you think NATO was created, by itself or through the help of the 
Marshall plan? Where do you think NATO would be today if the 
United States did not step in with a helping hand when they were on 
their knees and suffering, and when the Russians were ready to take 
them over ? 

General Fetters. I am not as cruel as you indicate. I think it is 
time we stopped aid. 

Mr. Contr. There is no economic aid to the NATO countries at the 
present time ? 

General Fetters. There is $2 billion in military assistance. What 
isthe difference ? 

Mr. Conrr. That is right; and we will go into that. 

General Fellers, Dean Manion, on page 5 states: 

* * Tn the fiscal year which ended June 380, 1950, budget expenditures of 
the Federal Government equaled $39,617 million. 


He seems to imply in some way that foreign aid is responsible for 
thisincrease. Do youagree ? 

General Feitiers. | do not believe that was his implication. I think 
he was just pointing out the fact that we have become a very great 


spending nation. 

Mr. Contr. Yes, but when he was before this committee, like your- 
self and the rest, he was complaining against foreign-aid programs / 

General Fetiers. Yes. 

Mr. Conrz. He uses those gr of 1950 and 1959 showing this 
tremendous increase. I wonder, General Fellers, if you realize that 
taking the 2 years selected by Dean Manion, that in fiscal year 1950 
the appropriations for the foreign-aid program were $5,092 million, 
while the appropriation for fiscal year 1959, the foreign-aid program 
was $3,448 million; that was a reduction of 40 percent, or $1,600 
million from the 1950 figure. 

Did you realize that ? 

General Fetiers. I have not given it any thought. I have no doubt 
that that is correct. 

On Mr. Manion’s behalf, I do not believe he was trying to charge 
that increase in spending to foreign aid. I think he was—— 

Mr. Contr. He tried to create the impression that that was the 
reason why we have had such an increase in our budget. 

General Fenuers. I did not gather that from his talk. 


COMPARATIVE FIGURES ON INFLATION 


Mr. Conrr. Mr. Harnischfeger, on page 5, stated that the U.S. 
dollar is the standard of v alue for the world. He states that our 
greatest economic responsibility is to provide the world with a sound 
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currency. He asserts on page 2 that our current policies are leading 
to ruinous inflation. 
General - llers, do you feel that our dollar has inflated at a rapid 


speed and at a much greater speed than the NATO countries or has | 


it been preity constant with the rest of the world ? 
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General Frviers. I should say it has inflated much faster than the | Gene 


mark. IT think the mark is a very sound currency and sounder than 
the dollar. T should not say about all NATO countries but I should 
say that in France, their inflation has been greater than ours. 

Mr. Conrr. How about Austria? Let us take the industrialized 
countries. 

General Frecuers. I am not familiar with Austria 

Mr. Conrr. Let us take the cost-of-living indexes in Austria. 

In 1953 it was 100 percent ; 1958,115; 1959, 115. 

In Belgium, another industrialized country, in 19538, it was 100; 
1958, 108: 1959, 110. 

In Denmark, it rose from a figure of 100 in 1953 to 120 in 1959, 

In France, which you quoted, it rose from 100 in 1953 to 129 in 1959, 

In West Germany, it rose to 112 in 1959. 

In the United Kingdom, it rose from 100 in 1953 to 120 in 1959, 

In the United States it rose from 100 in 1953 to 109 in 1959. 

oo it has not kept pace with the rest of the world and I 
think it is a very unfair statement. to say that the U.S. dollar is in 
danger oe loss of confidence in the world. 

Mr. Rropes. Would the gentleman yield at that point / 

Mr. Contr. Yes. 


COMPARATIVE GOVERNMENTAL EXPENDITURES 


Mr. Ruopes. General, I would like to commend to your perusal a 
study I put in the Congressional Record last year comparing the 
expenditures of the Government now in constant dollars with the 
expenditures in previous years. You will find that as far as the 
taxpayer is concerned in fiscal year 1959, in constant doll: ars, the Gov- 
ernment was spending quite a bit less of the taxpayers’ money and 
the taxpayer himself was better off in constant dollars than in 1950. 

You can call that a Republican study if you want to, which it 
probably is, except that the figures are true. 

I do think that in your appraisal of the problem, it would be well 
to take that into consideration. 

General Fetters. Do you have the date ? 

Mr. Ruopes. I will send it to you. 


EFFECT OF PROGRAMS ON SPREAD OF COMMISSION 


Mr. Contr. General Fellers, continuing on page 15 of Mr. Harnisch- 
feger’s statement, he asserts that : 


In most instances, foreign handouts have failed utterly to arrest the spread 
of communism. 


Do you agree with that statement ? 


General Frtiers. Yes, sir. I think we could get that from the 
President himself. He said the threat is greater th: an ever. 
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ading| Mr. Conve. Just a moment ago, you agreed with me that the Mar- 
~ | shall plan did arrest the spread of communism in Europe. 
rapid | General Feiters. I meant, if T said that . 
has | Mr. Conrr. You said that and then you co ntinued to say that now 
they are economically on their feet and should take care of themselves. 
in the General Feiiers. That is right. 
‘ than Mr. Conve. You do agree with the premise that the Marshall plan 
hould | was etfective and did prevent the spread of communism in the N ATO 
; countries ? 
vlized General Fretiers. I think the great virtue of the Marshall plan was 
torestore war-torn countries physically. 
Mr. Conte. Did it not keep Italy from going Communist in the 
1948 elections 4 
General Fetters. I hope it had some effect on the Communist infil- 
100: tration and control. 
_Mr. Contre. It is a matter of fact. I am not trying to trap you, 
it the 1948 election could have gone Communist, pe ticular lv i in It: ly, 


1959, | but through the Marshall plan and through our aid we were able to 
ston It. 
59, Have we not stopped the movement of communism in France? 


General Fervers. No,sir. I think there is quite a bit of Communist 
nd I fluence in France. 
is in Mr. Conre. There is no doubt there ts quite a bit, but we have 
stopped the movement there. You would not Say that General 
de Gaulle is a Communist, would you ? 
General Fetuers. No. 
Mr, Contre. All right. We stopped the movement of communism 
in Greece, Which was invaded by Communist guerrillas; was it not? 
General Frtuers. The Greek story is a little different. I think the 
sal a aig a had their sup yplies shut. off from Yugoslavia which re- 


r the | sulted in a big help to our side in that difficulty with Greece. You 
1 the “all that the ‘y were being supported by Yugoslavia and they stop yped 
; the stip porting them. It was very benelici: al to the- 
Gov- Mr. Contre. Do you mean to say that because Yugoslavia stopped 
and | supporting them, they came over to our side? 
D0, General Frtiers. No: I think it just weakened the Communist 
‘h it ause, 

Mr. Conre. What strengthened our cause ? 
well General Fetters. We did, of course. 


Mr. Contr. Was it not our foreign aid and the wheat we put in their 
stomachs and the corn we wave them ? 

General Fetiers. You cannot give away the substance that we have 
given to foreign countries and not have some good come out of it, I 
will admit. 

Mr. Conrr. Tam not trying to trap you, but let us get some isolated 
stances, 

Will you agree that the foreign aid program did help arrest the 
read spread of communism in Greece / 

_ General Frtiers. In certain cases in other countries. It did not 
ielp in Cuba. There are plenty of examples where our aid failed to 
the arrest. communism. 


isch- 








Mr. Contr. We will get to Cuba, but in Austria, did it not he! 


stop the spread of communism in that part of the world which w 
held by the Soviets? 
General Freiuers. I am not familiar with that. 


AID TO BOLIVIA 


Mr. Conve. Getting back to half-truths, Mr. Harnischfeger stat 
that we are giving $125 million a year to Bolivia. Just this morning 


I checked the record and I find that this year’s budget provides { 


less th: in $20 million for Bolivia. In the last 3 years it provides 1 les 


than $20 million annually for Bolivia and our total aid to Bolivia sin 
1943 is about $175 million. 

Do you care to comment on that ? 

General Fr_uers. I have no comment on that. I do not know ly 
le made such a mistake, if he did. beeause—— 

Mr. Conve. I will read it to you. He did make that mistake. 

General Feiiers. He is very familiar with Bolivia; he travels dov 
there and has been in and out of Bolivia a number of times. 


Mr. Contr. He says, in speaking of the Vice President’s trip 


South America: 


Giving Bolivia $125 million a year to support a Communist Government whic 


has seized private property certainly is not the answer. 


Do you wish to correct the record for Mr. Harnischfeger on that? 


General Feiuers. I would like to discuss it with him. I do not know 


where he got his figure and with your permission [I will take it 1 
with him. 


Mr. Contr. All right. That is on page 15 in the second paragraph | 


third line. 
General Feiuers. Thank you. 


(Norre.—The following was furnished for the record at a later date: 


yy) 


The $125 million reported by Mr. Harnischfeger as having been given annual 


to Bolivia is a typographical error. It should read $12.5 million. 


Mr. Conve. Have we not maintained a popularly elected gover 
ment in Bolivia rather than a Communist regime precluding any f 
ther takeover by the Communist element in that country 7 


General Freiiers. 1 cannot comment on that. I have no persona 


knewledge of it. 


EFFECT OF PROGRAM ON OTHER COUNTRIES 


Mr. Contre. Could Mr. Harnischfeger or yourself say that. 1 
any — Laos, Vietnam, Cambodia. and other nations in sout 
east Asia would even exist today if it had not been for U.S. and ot! 
free-world assistance ? 


General Frcuers. I cannot comment on that. I have not enoug 


facts. 


Mr. Contre. Woul | vou concede that still other nations on the { iring 


line would have been absorbed by the Sino-Soviet bloe without a 


i 
] 


ee the United States as proved ‘by the outright reas in Indo- 


Lina, Korea,and Taiwan ? 
General Fetters. Certainly Korea and Taiwan are examples. 
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Mr. Cone. How about Laos ? 

General Feiiers. I am not familiar enough with the history down 
there. 

Mr. Conve. You cite, vourself, the saving of the province of Azer- 
baijan in Iran? 

General Frenuers. Yes. 

Mr. Conrr. That was saved through our aid / 

(yeneral Feiiers. Yes, sir. 

Mr. Cone. That helped to maintain the independence of Tran ‘ 

General FeELLERS. Yes, sir. 

I used the Strategic Air Force as the reason we had no trouble over 
it. 

Mr. Contre. Turkey also has been able to stand up firm against 
Communist aggression through our foreign aid program / 

General Fruuers. There has not been any direct agg 
Turkey, has there 4 

Mr. Conte. Not open AgeTession, but infiltration by Communists, 
internal infiltration. | 

General Freuvrrs. Turkey is historically anti-Russian. 


ression 1n 


REFERENCE TO UNBALANCED MIND 


Mr. Conrr. Mr. Manion made a very strong statement on page 7 
of his prepared statement. In connection with the budget he said: 

This signifies more than an unbalanced budget; it is the indication of an 
unbalanced mind in the Government of the United States. 

To me, this reference to an unbalanced mind is just a bit of hyper- 
bole. It isa lot of exaggerated language. 

Do you agree wth Mr. Manion’s language that this foreign aid is 
evidence of an unbalaneed mind in the Government of the United 
States / 

General Frivers. I feel pretty much that way. 

Mr. Conre. You feel that Congressman John McCormack, Senator 
Fulbright, and all of the presidential candidates on the Democratic 
side and the presidential candidates on the Republican side are oulty 
of unbalanced minds? 

General Feivers. I would answer that this way: I am so convinced 
that foreign aid is injurious to the United States that IL do not under 
stand how people cah support it. 

Mr. Conrre. The fact that you cannot understand it is perfectly 
all right. There is an area in government where two people can 
disagree without becoming disagreeable, but would vou go so far 
as to say that anyone who was for foreign aid was afflicted with an 
unbalanced mind ? That is a pretty strong statement, is it not, 
(reneral] ? 

(yeneral Frevuprs. It is a strong statement. 

\[r. CONTE. In other words, all these people are wrong and your 
little group is right ? 

(yeneral Frivers. That is the way I feel: yes. 

Mr. Contr. I have had a lot of admiration for your group up to 
this point. 


(reneral Freiuers. Iam sorry it is not going on. 


53909—60—pt. 2——_94 








2784 


IN TERNATIONALISM 


Mir. Contr. Mr. Harnisehfeger on page 16 said: 


It appears that our planners of the international world have as their objective 
to pull the American standard of living down to the lowest level of that existing 

1 Africa or the Far East. And they are making substantial headway. 

Who are the planners of the international world Mr. Harnisch- 
fever refers to? 

General Feiiers. I do not know. 

Mr. Contr. He has not discussed this with you? 

General Freniers. Not that particular point; no. 

[ would say that the planners of the international world are in con- 
trol of our Government today. I think our Government is moving 
toward internationalism very rapidly, and I do not like that. 

Mr. Conve. You think there is a plot and a move to drag down the 
United States to the economic and social level of the people of Africa? 

General Freciers. I think there is a plot to destroy our country. 

do not know where its origin is or who is the head of it. 

Mr. Conrr. You are imputing the motives of men like President 
fisenhower, Secretary Herter, Secretary Dillon, Mr. Riddleberger, 
and all of the others who be lieve in this program ¢ ¢ You think they are 
part of this conspir: cy ¢ 

General Freiiers. To my mind, internationalism is destroying my 
country, and I do not like it. I have spent 14 years outside of the 
United States and I have more friends in Manila than I have in Wash- 
ington. [am not unmindful of other people, but I believe our destiny 
lies in maintaining our integrity as a nation. I think intern: ational- 
ism will destroy our liberty, and I am very much opposed to it. 

Mr. Ruoprs. Would the gentleman yie 1d ? 

Mr. Contr. Yes. 

Mr. Riopes. What about your statement about the Monroe Doctrine 
for Korea and Taiwan? Isthat not a form of internationalism ? 

General Freiuers. It is our internationalism, 

Mr. Ruopes. General, do you think we ought to rule the whole 
world? Should we immediately set out on the basis of trying to 
conquer this whole world and make it over in our image? 

Greneral Friiers. No, sir; I think we ought to mind our own busi- 
ness entirely. 

Mr. Rrropes. Do you think it is our business that Korea and Taiwan 
remain out. from unde r the Soviet yoke but you do not necessarily think 
so as far as Turkey is concerned ‘and South Vietnam? You are not 
at all sure of that ? 

General Feiiers. I think the difference between you and me on this 
is that I feel that our intervention in Korea could have been avoided. 
[ feel that we could have avoided losing China, but once those mistakes 
were made cert: ainly we have to stand by the people who st: ayed with 
us. It is a moral ob ligation. 

Mr. Ruoprs. The first part of your statement as to the difference 
between you and me is not quite accurate. I happen to feel the same 
way about losing Korea and China. I think that could have been 
avoided, also. 

General Fetters. I certainly do. 
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Mr. Ruopes. The point is this: Where do we go from here? You 
made a general statement about. internationalism and I always think 
general statements are unfortunate to begin with. I am just trying 
to redefine what you mean by the term “internation: lism.” 

General Frecuers. By the term “internationalism,” [ mean an aban- 
donment. of our Constitution, an entry into world government or a 
drift into world government. I think the Connally amendment re- 
pealed would be a drift into internationalism. 1 am opposed to its 
repeal, 

Mr. Ruopes. Do you feel that this business of mutual security is 
drifting toward world government ¢ 

General FeLuers. Yes, sir. 

Mr. Rnopes. Do you think that the repeal of the Connally amend- 
ment has anything to do with the mutual security program / 

General Frniers. I do not know. 

Mr. Gary. Do you think NATO is drifting toward international or 
world government 4 

General Frviers. Yes, sir; I think it is the first step. 

Mr. Gary. T hen: you are opposed to all international agreements ? 

General Fetters. No, sir; [am not opposed to international agree- 
ments. Tam oppose cl our entering into international organizations. 

Mr. Gary. That is what I mean, international agreements dealing 
with international er itions, 

General Feuurrs. Yes, s 

Mr. Gary. You want us to light the world alone; is that the idea ¢ 

General Fevters. No, sir: but I do not want to pay other people tO 
fight for me. 

Mr. Contre. Your philosophy, general, is survival of the fittest / 
Without going into volumes, it boils down to that / 

General Fretiers. Of course, that is the first law of nature. 

Mr. Contre. You do not believe in the philosophy of casting bread 
upon the water? 

General Fevuers. Yes. 

Mr. Conrr. You do not want to take any chances to see what is 
going to return ¢ 

General Fetters. No; you get me all wrong. I do not mind east 
ing bread upon the water. I have cast about as much as anyone in 
my financial position can. What Iam opposed to is robbing ourselves: 
undermining our economy. It is certamly being undermined to give 
to people who do not even appreciate it. 

Mr. Contre. That is questionable, whether they appreciate it or not. 

[ think that I have pointed out here for the record we have stop ped 
the thrust of communism in a lot of these countries, and cert: —_ if 
Was not done because they like the United States. I think it was 
done principally because of what we had done for them and i are 
merely returning the favor. Your associate Mr. Harnischfeger said 
that our economy is prospering and growing, and then two pages later 
he said that we have the highest standard of living the world has ever 
known. It would seem to me that these are contradictory remarks. 

General Fenxers. I have tried to explain before—— 

Mr. Contr. We have had foreign aid now for a good many years. 
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General Fevuers. | understand very well what he means. We have 
the highest standard of living that the world has ever known, but we 
are losing it. Our group is trying, and there are no better Americans 
than in our group—— 

Mr. Conver. I have no question about their patriotism. 

General Fruiers. We are trying to make people in key positions, 
responsible people, see that we are losing’ these very things we 
treasure. That is our whole objec tive. 

Mr. Conve. If you do not help these people, these kegs of dynamite, 
as I call them, all over the world, in Africa, southeast Asia, all 
the treasures in the world you have locked up 1 in your old bureau 
drawer will not mean a darn thing if these people ever go over to the 
Communist side. All the fences you can build around this great 
country of ours will not be high enough to protect vou. 










DEFENSE EXPENDITURES OF EUROPEAN NATIONS 




















Mr. Harnischfeger says on page 4—and this relates to some of 
your testimony earlier today—that these E uropean countries are in 
i position now to handle their own military: is that right? 

General Freturrs. Yes, sir; they are. 

Mr. Contr. He states that the United States devotes 11 percent of 
its gross national product to defense and our European friends spend 
less than 5 percent; is that correct ? 

General Frecuers. I think so. 

Mr. Contre. While Western European nations have made substantial 
and heartening progress since World War IT, they still are not ina 
position to contribute as much to defense as the United States. Per 
capita gross national product in the NATO area ranges from $150 in 
Turkey to $1,270 in the United Kingdom, as compared to $2,500 in 
the United States. Despite this relatively lower income, West Euro- 
peans have spent substantially for defense and we have consistently 
urged them to do more still. 

Here is what General Norstad said before this committee several 
weeks ago: 













It is significant that more than half the NATO nations are planning to in- 
crease their defense budgets in 1960 or have already done so. Since 1958, 
selgium, France, and Denmark have raised their military contributions. Italy 
has raised its defense budget by 4 percent for the last 2 years and will continue 
to do so for at least 3 more years. The United Kingdom recently announced 
a 5.8-percent rise, while the Federal German Republic and the Netherlands are 
both planning considerably more expenditures for defense in the coming year. 
The frame to this encouraging picture is, of course, the fact that the economic 
health of NATO countries has greatly improved in the last 10 years * * * 










I think that in that one sentence, both you and I can agree ? 
General Fetters. That is right. 
Mr. Contr. Continuing: 


* * 









Behind the defensive shield that is being created, a veritable explosion 
of productivity and trade has taken place. Once the immediacy of the threat of 
war was thus reduced, what Mr. Paul Hoffman has called a “tremendons up- 
surge in the spirit of the European people” took place. It is worth noting that 
in the decade from 1950 through 1959, the gross national product of the Euro- 
pean NATO nations had almost doubled. It should also be noted that during 
this same period the national defense expenditure has increased approximately 


214 times. 
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An important measure of the sacrifice of the people of Western 
E urope for their defense programs is what they have left over after 
these defense outl: avs are deducted from their nations’ gross nation: al 
product. 

Py » per ¢ capita gross national product after this deduction in 1959 
for the United States was $2,195 and the average for Western Europe 
was SSL7,. 

With the chairman’s permission, I would like to submit a listing of 
the other countries in the record. 

Mr. Gary. Without objection, it will be inserted. 

(The list referred to follows :) 


Defense expenditures for 1958 (estimated) as percent of gross national product 


1958 esti- 
Defense ex- mated gross 
penditures national 
Gross national product per capita 1958 estimate 1958 esti- | product per 
mate— | capita after 
percent defense ex- 
GNP penditures 
subtracted 


$1, 152 
1,011 
1, 049 

971 
511 
790 
, 095 
216 
, 090 
365 
318 
817 
2, 195 


DD 


oD 


efnrcitos 


8 estimate (1957 prices). 


Mr. Contr. General Fellers, even though the gross national prod- 
uct has doubled since the end of the war, their defense appropriations 


have increased 2.5 percent / 


(reneral Feiiers. I am in complete agreement with that. I think 
they should increase more. 

What our committee wants to do is get this burden off our back. 

Mr. Conre. You do not want to beat them back where they were 
before the war? 

General Fetters. No more than you do. I do want to say this: 
Before World War II there were 92 divisions in the present NATO 
countries. They are now a lot less than that. The countries are more 
prosperous than they were then. 

Mr. Conrr. There is no doubt about that. I think the figures will 
show that, but the figures will also substantiate that they are carrying 
their share of the defense of this free world. 

General Fetters. If they are carrying their share, they do not need 
any help from us. 

May I continue? 

Mr. Conte. Certainly. 

General Feuuers. I say that because the great war deterrent is SAC. 
We are carrying all of that and there is no other war deterrent of 
consequence. 
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Mr. Contr. You are putting all of your eggs in one basket, General. 
You have been stressing SAC in the 2 days you have been testifying 
here. 

General Feciers. That is all we have. 

Mr. Contr. There are a lot of other things than SAC 

General Freviers. I would like to know what they are that can 
strike Russia. 

Mr. Conre. I think Mr. Ford ably pointed that out to you. 


POPULARITY OF PROGRAM 


In order to set this record straight, and I belie ‘ve the ree ord should 
be straight, Dr. Manion asserted that the mutual security program is 
aepepat iv and should, on that account, be abolished. This is on page 

8S of his statement. He cites a quotation from Senator cre 
from the Senate debate on the mutual security program on July 1 
L959, 

In fact, he does not quote the Senator but rather paraphrases a few 
of his remarks and out of context. 

Being a law student, if there is anything I cannot stand it is twist- 
ing and torturing the facts. 

After this hearing last week. I 
out this: 

In the context of stating that the mutual security program is 
absolutely hecessary for the se PITY ot the country, Senator Ful- 
bright said the follow ing: 


got hold of that debate and found 


* * T realize that the foreign aid program is an unpopular program: it 
does not have local appeal. It is an extremely difficult program to manage in 
Congress. It is not very pleasing to its sponsors, those who have to manage 
it, because the effect upon our own people is not direct. Many persons have 
misunderstood it. They consider that it is not in the interest of the United 
States. 


That is from the ¢ ‘OneTessloni al Ree ord of the Senate July 1. 1959 
page 11558. 
Now I will continued to quote from page 11540: 


“No Member of the House and no Member of the Senate is really interested 
from a local point of view in this program. I support it only because I believe 
it absolutely necessary to the security of the country, not for the benefit of 
Arkansas or for the benefit of any other State. The President and the Secre 
tary of State and all the officials in the executive branch believe this program 
is necessary. So does the Congress That was also true under the previous 
administration. 

This program is essentially a national program, not a local one. No Member 
of Congress has a personal interest in lobbying for the enactment of a program 
of this kind. This program is distinguishable on its merits from every local 
program. All local programs are supported by various groups of citizens, pres- 
sure groups, Some may wish to call them, who wish to make sure that the pro- 
grams in which they are interested receive consideration. 

Certainly that is not the insinuation that Dean Manion tried to give 
this committee the other day when he was here. I like to fight and 
I like to fight fair. I like to fig lit aboveboard. I do not fee] that 
any Member of Congress should be misquoted or any insinuation put 
into the record that he is against the mutual sec urity program. 

General Feviers. I do not quite understand. Do — mean you got 
from Dean Manion the statement that Senator Fulbright was opposed 
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to the mutual security program’ I did not gather that as I heard 
him read it. 

Mr. Conrr. He tried to create the innuendo that he was against 
the foreign aid program. 

General Freviers. It did not take with me, sir. I did not get that. 
I thought his poimt was that it was unpopular, even Senator Ful- 
bright admitted. That is all L got out of it. 

Mr. Conre. Dean Manion says the mutual sec urity program. is un- 
popular and should on that account be abolished, and then he cites 
a quotation from Senator Fulbright. 

General Friiers. Yes, sir; proving Senator Fulbright said it was 
unpopular, but I did not get any impression of anything else. 


CUBAN PROGRAM 


Mr. Conre. You mentioned in your statement and also today on 
page 3 of your statement, and I quote: “Despite the foreign aid | we 
have lavished on Cuba * * * .” What do you mean by “lavished” 

General Friiers. That is a lavish word. 

Mr. Cons. Wait a minute. Webster’s defines “lavish” as to expend 
or bestow with profusion or squander, Do you want to change that 
word ¢ 

General Fetuers. No, sil 

Mr. Conrr. What - you mean by “lavish” 

General Fruirrs. I do not recall how mue 7 has been given, but for 
a country as sm: all as ‘ths at a very few millions woul d be lavish, in my 
book. I think they have been getting $25 million to $50 million a year. 

Mr. Conver. General Fellers, I just hope you do not go off and make 
the statements which you have made before this committee based upon 
the knowledge which you have. You told Mr. Ford that most of your 
evidence you obtained from reading newspapers and reading mag 
zines. Believe me, you would never stand up in a court of law with 
that type of testimony. 

We have no technical assistance program, no defense program, and 
ho special assistance program to Cuba at the present time. The tech- 
nical assistance program averaged $3 million between 1952 and 1959, 
and the largest year was $5 million. That is a far cry from $20 
million. 

General Feiiers. A total of $5 million / 

Mr. Conrr. You said a $20 million program. 

General Fetters. I say, your figure is that the total is $5 million 4 
Because I recall 

Mr. Contre. It averaged $3 million from 1952 to 1959. The whole 
program since 1952 is $21 million, not $20 million a year. 

Compared to other programs we have had with other countries, you 
could not say that the small program we have had with Cuba is a 
lavish program. I may feel that no aid should be given to Cuba at 
the present time. Most of the aid given to Cuba was before Fidel 
Castro took over. 

General Freuuers. I realize that. 

Mr. Conte. I hope and I think we will see the day within the near 
future when there will be another revolution in Cuba and the people 
will revolt against Fidel Castro. Some will revolt because of the aid 
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which was given to those poor people in Cuba. Tow can you hold the 


poor peasants out there in the country who are starving, with four 


or five children, with no economic means whatsoever and no medical 
facilities, responsib le for what this crazy maniac is doing / 
General Feciers. I hope they do revolt again. 


KOREAN SITUATION 


Mr. Contr. Mr. Hunter said on page 15 of his testimony: 

We have near chaos in Korea, which has been a chief recipient of foreign aid. 

Do you feel there is near chaos in that country ? 

General Fetters. There certainly was when he wrote that study. 

Mr. Contr. A new government has been formed. 

General Fe_ters. When he wrote that, there was chaos. 

Mr. Contre. You do not feel there is chaos at the present time ? 

General Fetters. I do not know. I doubt very much they have a 
solution to their government. 

Mr. Contre. Do you believe the present economic strength in Korea, 
which is considerable and undoubtedly helped it to survive its recent 
difficulties, could have resulted without substantial U.S. assistance? 

General Friuers. No, sir. 

Mr. Conver. In your judgme nt, General, do you feel that the United 
States should maintain and defend the 38th parallel without Korean 
or any other help / 

General Fetters. Would you say that again ? 

Mr. Conve. In your judgment, should the United States maintain 
and defend the 38th parallel without Korean or other help ? 

General Frnvers. I do not think we should without Korean help, if 
Korean help would come. 

Mr. Contre. Do you feel Communists should be allowed to take over 
Korea ? 

General Fretiers. No, sir. I think the one war was unneces- 
sary. I think we could have prevented it if we had had the right 
policy before it started. 

Mr. Contr. [may agree with you there. 

General Fetters. Once it started, I think we had to do what we did, 
and I think we have a moral obligation to stay with it. 


OVERSEA BASES 


Mr. Contr. In your statement, General Fellers, referring to section 
1 of your statement, even if we were to agree with you that our bases 
overseas may not be available to us in time of war, why should we 
give them up now ? 

General Fre_iers. A good many of the bases we are giving up now 
because we are asked to give them up. 

Mr. Conrr. That is the only reason. You do not think we should 
give them up otherwise? 

General Fetters. Oh, no. I am opposed to garrisons in Germany, 
but not the bases. 

Mr. Contr. You agree with our bases in Morocco? 

General Fetters. We had to give those up. We are giving them 
up by their request. 
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Mr. Conre. ILow about Spain ? 

General Fetters. Spain is good so far. I think Spain will stay 
withus. They have no place else to go. 

Mr. Contr. Do you think we ought to get some defense support 
from these countries for maint: Lining these bases ? 

General Fretiers. I do not think we ought to pay them for the bases. 

Mr. Contr. You do not think so4 

General Fetters. No, sir. 

Mr. Contr. How would you like it if I came into your backyard 
and set up an artillery gun and made you the target of the whole city 
of Washington, Maryl: and, and Vi irginia ? 

General Fretuers. It would depend on who is threatening me. If 
you were saving me from somebody, I might invite you in, just as 
Spain did. 

Mr. Conrr. How about if we are saving each other. 

General Fetters. Well, mutual security—— 

Mr. Contre. It isa partnership, is it not ? 

General Fetters. It should be, but it is not, because they cannot 
save us. The threat to us will come from the Arctic, from bases deep 
in Russia, and it will come through the sky. There is no way that 
European troops can do anything about it. 

Mr. Conve. At these bases we have in Spain, what do you think we 
have—marbles or airplanes? 

General Fruvers. I think the bases in Spain will go out awfully 
fast when a war comes unless they are neutralized. I think you feel 
the same way. 

Mr. Conve. I certainy do not. I disagree with you vehemently. 
Taking into account all you said about SAC, and I agree with that, 
these bases are in a very strategic position for American airplanes 
which can take off immediately from the ground and attack Russia. 

General Freters. Then why doesn’t SAC base her forces overseas ? 

Mr. Contr. Why doesn’t she ? 

(reneral Feiiers. Yes, sir. 

Mr. Contr. She does not have to if we have these bases. 

General Fetters. That isright. She does not have to. 

Mr. Contre. If we have these bases. 

General Freviers. I think the bases will be a godsend for disabled 
planes coming back out of Russia, even if they are neutralized. Our 
crews can land and be interned. That is fine. 


ABILITY OF ALLIES TO DEFEND THEMSELVES 


Mr. Contr. You say that our Allies over there cannot defend them- 
selves; is that right ? 

General Fetiers. No, sir; they cannot. 

Mr. Conrr. You feel that they are in a position where they can 
defend themselves? 

General Fetters. Can or cannot ? 

Mr. Contre. Cannot. 

General Fetters. They cannot defend themselves against Russia, 
no, sir. There is no way they can do it. 

Mr. Contre. Why do the Soviets not take them over, then, without 
even firing a shot? 
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General Frevvers. [ cannot answer that. I know the only restrain- 
ing influence is commanded from Omaha. There is no other restrain- 
ing influence. 


OVERSEA BASES 


Mr. Conrr. On page 3 of your statement you say : 


Never do the proponents face the fact that the 250 oversea bases now 


avail- 
able to us may not and probably will not be available in war. 


General Fetters. Yes,sir. That is a correct statement. 

Mr. Conre. Do you imply that Russia will force us out of one of 
those oversea bases before the start of a war? 

General Feviers. I would ask this question to myself or to you: 
If you get an ultimatum in London that the American use of facili- 
ties in England will mean England is going to be destroved, 
the answer? What could we say to them ? 

Mr. Conre. I think you are really reaching out for straws. 

General Frviers. No, sir. I am trying to be practical. I am 
thinking of my country, and any dependence on bases in Europe is 
liable to disappe ar and we will have to be on our own. 

Mr. Conrr. As long as this ring of bases is around the Sino-Soviet 
bloc, I do not think there is any fear that these people will ever be 
blackmailed by the Russians to have us leave these bases. 

General Fevvers. I think you are thinking in terms of defending 
Washington witha rifle and a bayonet. 

Mr. Contre. No, I am not. 

General Fetters. You are not thinking in terms of nuclear power. 

Mr. Conre. I am going to point out to you where you are all wrong. 


General Fetters. Five bombs can incinerate Eneland, and the Brit- 
ish know it. 


Mr. Contre. Do you know that we have IRBM’‘s 
present time / 

General Friiers. A few, ves, sir. 

Mr. Conre. How many? 

(reneral Fetters. Oh, I suppose 

Mr. Contr. How many bases do we have ? 

(;eneral Feiiers. I do not know, but very few. 

Mr. Contr. I think, General, for you to qualify as a witness before 
this committee you should know. You are making some tremendously 
damaging statements which are based on no foundation whatsoever. 

General Frivers. If I savy there are X number of bases, you will 
say that is inaccurate, I will discuss this as a matter of principle as 
long as you care to, but I do not know all the detail that you have 
fivspecked and put on your paper there. 

Mr. Conre. I have not flyspecked anything. T have documented my 
statements. IT can bring you to the source of my statements without 
going to newspapers and magazine articles. 

General Freviers. The argument we are having now, which I enjoy, 

. Will the Allies be forced into neutrality? IT think my judgment is 
just as good as yours on that, and I think the VW ill. 


Mr. Conre. Tam sorry to disagree with vou. 
Mr. Rhodes. 
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Mr. Ruoprs. General, during World War II there was a concept, 
which proved to be pretty accurate, that if you could get your bases 
within range of a medium bomber from the enemy, you had him on 
the ropes. one was borne out pretty well by the fact that when we 
were able to land in Europe and get the German economy within 
range of our B-25’s and B-26's. We were able to do a much more 
thorough job than we had been able to do with our longer range 
B-17’s and B-24’s. 

Is there not some validity to that concept 4 In other words, if you 
have bases from which you can launch IRBM’s closer to the enemy, is 
it not more economical and is it not better militarily than merely re 
lving on your longer range ICBM’s for deterrence / 

General Feuvers. I do not think so. I think the closer a base is to 
the Soviet Union, the more vulnerable it is. 

Mr. Ritopes. But the more targets it presents which it is necessary 
for them to wipe out before they can embark on aggression with 
impunity. 

General Frecuters. We have so few bases in Europe for LIRBM’s that 
not long ago we announced we stopped making them. I have a list 
in my study, but I think I can name them: France, Greece, Belgium, 
and Holland. These are the four countries which announced to us 
they do not want bases because it makes of them a target for Red 
attack. 

Mr. Ruopes. That is undoubtedly true, but, General, for your in- 
formation there are more bases than you think, and there probably 
will be more as time goes on. I think it would be very dangerous 
for anyone to assume that these [RBM ste are completely worthless. 


General Freciers. 1 think it more dangerous to assume you are go 
ing to be able to use them. If we do not prepare to stand alone, God 
help us in this next war. 

Mr. Ruopes. My difliculty with your testimony all morning has been 


that you have a penchant to put all your eggs in one basket, when | 
do not believe it necessary or desirab ‘le. You have not yet been able 
to tell me what you would do in the event of an out- and-out standoff 
between nuclear powers. Until you or your group can answer that 
question, then I think all you are otfering the American people i is a 
very black picture. 

General Frciers. I see your difficulty, and perhaps [ ean help you 
this much. although I have said it be fore this morning. 

I think the most dangerous thing which could happen to us is to 
permit. a standoff in nuclear destructive power. I believe we can 
avoid it. If we can avoid it, then T assure you we can intervene to 
save any country in Eurasia. 

Mr, Ruoprs. Of course, 1 have pre ‘viously posed the que ‘stion to you 
that when you get up to LOO percent capability of destruction, whether 
that be by germs or by cobalt or by some of the things which we do 
hot now mention, then vou cannot get beyond 100 percent. If both 
the great powers of the world are armed with the capability for this 
type of destruction, where can you possibly go from there / 

General Friiers. I can answer that very clearly. We cannot go 
anywhere. They will outnumber us on the ground. They will have 
bas ses closer to the people we are trving to save than we have, and we 
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will be at an enormous disadvantage in any limited war on the 
Kurasian Continent. The worst thing we could do is to let that 
parity eventuate. We are moving that way fast. That disturbs me. 


Mr. Ruopes. How can we keep it from eventuating, provided the | 


other nation has the know-how to bring it about ? 


General Freiurrs. I think we have enough know-how to stay ahead | 


of them. 

Mr. RHOopDEs. But. General, we gO back to the point : How do von 
get ahead of 100 percent? 

General Frtiers. I will tell you how to get ahead of 100 percent, 
The B-70, if developed, would have completely revolutionized the 
striking power of America, The estimate which the Air Force maga- 
zine quotes—I have forgotten who wrote it—is that it would cost the 
Russians $40 billion to prepare to defend against the B-70. It goes 
in so fast and it has so many combat characteristics that no other 
bomber has that the Reds would have to rev: amp their entire de ae 
system. It is that kind - equipment that we should be buying, but 
we have canceled the B-70. That is what disturbs me. 

Mr. Ruopers. The oucidenn of the United States, I think in his 
first year in office, made a speech in which he said that we should have 
the type of Defense Establishment which we can afford to support over 

\ long period of time and which possesses the proper and needed 


ale ‘rrent to aggression. What you are saying, in effect, is that you | 


do not agree with his analysis of the forces which are required to ac- 
complish that result. I think you would agree that you want to do 
the same thing he does. I think you would agree with the statement 
that he made. 

General Frevurrs. I certainly am in disagreement with him on the 
cancelation of the B-70. 

Mr. Ruopes. What I am saying, looking at a little broader con- 
cept, is that you disagree with his an: alysis of the forces required to 
constitute the deterrent which you both agree is necessary. 

General Fetters. Yes,sir. That is correct. 

Mr. Contr. General Fellers, you do not feel that these 250 bases 
we have spread around the Sino-Soviet belly are a deterrent force to 
the Soviet Union? 

General Fretuers. No, sir. 

Mr. Contre. And it does not cause it any concern whatsoever! 

(seneral Feiiers. I beg your pardon ? 

Mr. Contr. It does not cause the Russians any concern whatsoever! 

General Freiers. Oh, I think it does. I think they have prepared 
for it. There are not 250 bases. 

Mr. Conve. Wait a minute now. You say they are preparing for 
it ¢ 

(;eneral Feiiers. May I start over / 

Mr. Conte. I was interested in that tail end of your statement. 
You say the Russians are preparing for it ? 

General Freiiters. Yes; they are preparing to take care of those 
bases and they are prepared. 

Mr. Contr. How ¢ 

General Fetvers. With missiles and with bombers. 
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Mr. Conve. In other words, then, my argument is bearing fruit, 
that these bases are of great significance- 
General Feucers. If we could depend on them, yes. 


BLACKMAIL OF ALLIED COUNTRIES 


Mr. Contre. Why can we not depend on them / 

General Fecvers. Because our allies can be blackmailed into neutral- 
ity. | have never seen anyone defending the foreign aid program 
who would admit this possibility of neutral bases. 

Mr. Conve. If this is true, would not such blackmail att tempts, even 
f partially successful, be extremely valuable to us in tipping off the 
Russian intentions’ Would not such an atte mpt at blackmail give us 

certain time advantage / 

General Fecuers. It would give us a certain time advantage 

\Lr. Conre. Of course it would. 

General Feniers. Sure. We will need it. 

Mr. Contre. Do you not think that Italy, Turkey, and England were 
subjected to the worst types of blac kmail by Russia when we were 
putting our LR BM missile bases in those countries ? 

General FeLuLers. I think so. 

Mir. Contre. And they stood up against them. 

General Feuiers. But that is peacetime standing up. 

Mr. Contre. We are in a cold war. You will have to admit that. 

(General Fevuers. Yes. 

Mr. Contr. We are one twitch away from a real war; are we not? 

General Feiters. That kind of blackmail is e1 ntirely different from 
the blackmail that says, “If you permit the Americans to use bases, 
we Will incinerate your country.” That is what they will say. 


OBJECTION TO TROOPS IN GERMANY 


Mr. Rioprs. General, if the existence of these bases gives us any 
time, even an hour, in a nuclear war, is there not a very definite ad- 
vantage to that ¢ 

General Freviers. Oh, yes. I do not object to the bases, sir. I 
object to the troops in Geren uy where they cost us a lot of money and 
ve donot need them. Ido not objec tto the bases. 

Mr. Rnopes. I thought you objec ted to the bases. 

General Fetters. No, sir. | just think they will be of very little 
value when the war comes, because they will be neutralized. 

Mr. Ruopes. We are getting down to the point that the only thing 
you really object to is those troops In Germany. 

General Feuurrs. | object to the troops in Germ: my. 

Mr. Conte. If that is the case, I think I will stop that line of ques- 
tioning. You have come down to our point of view. 

General Fetters. Oh, yes. 

Mr. Conte. Very good, 

In regard to bl: vekmail, only the other day the Philippines requested 
the United States that we put some IRBM missile pads in that coun- 
try; did they not? 

General Fruurrs. Yes. The Chief of Staff of the Philippine Army 
also requested that our mission come home. You saw that. 
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Mr. Contr. I did see that, but the Philippine Government did re- 
quest it. 
General Fenuers. Yes. 


PHILOSOPHY OF A “FORTRESS AMERICA 


Mr. Conte. In other words, your concept and your philosophy is a 
“fortress America.” Isthat noso/ 

General Fetuers. It is not my philosophy. I think we will have 
no choice when war comes. 

Mr. Conte. If you have no choice, that is what believe in. 

General Fruurrs. Yes. 

Mr. Contre. You = ange in a “fortress America.” 

General Freiuers. Yes, s! 

Mr. Cone. On that you ad alone against all the great military 
leaders of this country. . 

General Feviers. I would not say that at all. 

Mr. Contr. Every responsible military strategist I have read about 
has discounted a “fortress America.” 

General Friirrs. I do not believe that the Congress should decide 
questions on the rank or position of someone who is a witness before 
you. I think you ought to decide it on its merits. 

Mr. Conve. [ think it has a great bearing on me whether you area 
brigadier general or a private. If you came in here as a private and 
told me that you believed in a ‘fortress America.” T would discount 
that, but as a brigadier sana with your invaluable experience and 
education at the Academy and your experience in the Armed Forces 
during the war, I think it has a great bearing. 

General Fe.uers. You are discounting it because all the Pentagon 
staff disagrees. 

Mr. Contr. I am not discounting it. I said you stand alone against 
the great military strategists of this country, who discount a “fortress 
America.” 

General Freiiers. May I say that there are many officers in retire- 
ment who believe just what I believe. and probably see it more clearly. 

Mr. Ruopes. Do General Stratemever and General Wedemeyer 
agree with vou? 

General Friiers. Stratemeyer 100 percent. Wedemeyer probably 
is not in full agreement. He is an infantry soldier. There probably 
is a disagreement, but not much, because he is on our committee. I 
send these statements that I write to be processed among our militar 
group, and have received not one word from anyone against what I 
am saying. 

Mr. Conre. General, the only thinkable way we could have a 
“fortress America” would be to have a “fortress Russia,” is that no 
so, having Russia give up all the territories and satellites they ac 
quired as aresult of World War IT 4 

General Fetters. No. I hate to argue so much, but it is not that 


simple. When we get in a war with Russia with modern weapons. 


vou have to go back all the time to the fact that these are different 
weapons, a different concept from anything which has ever hap pened 
before. It is a weapon which is immediate and inescapable. There 
is no place to hide from it, no matter if vou are on the other side 0! 
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the world. The whole trend today is toward the “fortress America” 
concept. ‘The whole strategic plan of SAC is a “fortress America” 
concept. They hope they can use bases overseas, but they are plan- 
ning to fight the war from here, as you know. 

Mr. Conve. Are not the Russians hoping to use bases overseas, 
also ¢ 

General Fre_uters. I do not know what the Russian plan is. I am 
just saying that “fortress America,” whether you like it or not or 
whether it makes you an isolationist to say you believe in it, what- 
ever it is, it is coming, and we cannot avoid “— 

Mr. Conte. It would be really great if it were feasible. If you 
could say, “Russia, you retreat into your own fort and we will retreat 
into our own fort, and we will play this war game. Each will press 
a button. That is the way we shall fight this war.’ It is not that 
simple, General. 

General Freviers. ‘To support my stand, 90 percent of the delivery 
power today of nuclear weapons lies in SAC, which is our striking 
power, and SAC today is planning on “fortress America.” They 
have no other plan. 

Mr. Contr. But is it not much quicker to send an American plane 
from an overseas base into Russia territory / 

General FrLiers. It is if the plane is able to fly after the first at- 
tack, ves. 

Mr. Contre. Do you think the Russians are going to attack the en- 
tire world / 

General Frevters. They will. 

Mr. Contre. We have these bases spread out all over 

General FeLiers. Sure, but they can hit them with missiles and 
bombers of which they have plenty. 

Mr. Contre. What do you think we will be doing, twiddling our 
thumbs, at that point ¢ 

General Fetters. I hope not. 


SHELTER PROGRAM RECOMMENDATIONS 


Mr. Ruopes. Is there anything in your program, General, concern 
ing shelters / 

General Freivers. Yes. I think I have it in my study, perhaps in 
ly answer to Mr. Ford. It is one of the requisites to make sure that 
we do not take second place in striking power. Mr. Ford did not 
bring that out this morning, but he asked me to give him one respon 
sible officer who thought in 2 years’ time SAC might be second best. 
[ quoted General Power. There is no doubt in the world that Powe 
is right in wanting to get a certain number of planes up in the air 
to avoid a Pearl Harbor from the sky. I am in favor of bomb shel 
sesh A B-52 costs $8 million. The crew costs a million dollars to 

rain. L[ think they both should be provided bombproofs. TI think 
would be cheaper in the long run than keeping planes in the air, but 
Tam not that technical. 

Mr. Ritopes. I am thinking more of shelters for the people and 


moving industries underground, and that sort of thing. 


General Feviers. I would not be qualified on that. Certainly in 
dustry will get hit if this war comes. There is no place to hide. 
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Mr. Ruopes. I was thinking of a means of avoiding the stalemate 


that you have been preoccupied with this morning. In other words, 


if we are better prepared to resist nuclear attack than they are, then 
we would be in a better position to launch one if necessary. 
General Fetters. Yes. The Russians are going underground. 
Mr. Ruopes. No, I did not know that. 
General Friiers. Yes, sir; they are. 
Mr. Ruopes. The information I have is to the contrary. 
General Freiiers. No, sir. They are going underground, so I am 
told by people who come from there. 


REACTION TO THREAT 


Mr. Conve. General, in regard to the blackmailing of the countries 
overseas which are allowing us to use their countries for bases, would 
vou agree with me that our allies are no less peace loving or freedom 
loving than the United States? Do you think we, too, faced with the 
threat of nuclear destruction, can be frightened into submission by 
the Russians? 

General Freiurrs. I do not think so at all. 

Mr. Contre. Why would it be different for those countries? 

General Feviers. For this reason: The United States is the only 
country willing and able to ch: ullenge Russia militarily. There is no 
country except the United States and Russia which has what you might 
call an independent military capability—power on the sea or under 
the sea, power in the sky, power on the ground. No other country has 
it. So there is a difference. 

Mr. Conrr. Do you think the Russians are less afraid of these 
[13BM missiles that we shall have in England, in Turkey, in Italy, 
than they are afraid of the U.S. intercontinental ballistic missile? 

General Fevuers. I think the Russian is just like we are. TIT have 
crossed Russia twice from one side to the other. The Russian people 
are like we are. They are dominated by a dictatorship that does not 
care anything about how many lives are lost. The Red dictators 
starved millions of their own people just to put ina system. 

Mr. Conre. If that is the question why do they not attack the 
United States? 

General Fetters. I cannot answer that. But I can tell you why 
they do not attack it today. Because of SAC. I hate to go back to 
SAC all the time. Assuming they want to attack—SAC is prevent- 
ing it. 

Mr. Conver. They are not afraid of our intercontinental ballistic 
missiles ? 

General Feiiers. We only have three at the moment. 

Mr. Contr. They are not afraid of those three ? 

General Fetters. No, they are not afraid of three. 

Mr. Contr. Not afraid of IRBM’s? 

General Feiiers. I do not think so. 

Mr. Conver. Do you think for one moment the United States would 
not be afraid if the Russians established IRBM missile pads in Cuba! 

General Fevers. I think we would fight. IT think we should. 

Mr. Contr. We should be afraid ? 

General Feiiers. We would fight. 
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emate 
vords, Mr. Contre. Why would the Russians be different from what we 
then | are? Why are they not afraid of those pads in Italy, in Turkey, in 


England ¢ 
General Fetiers. The dictators in Russia do not care how many of 
their people they lose, and there is a vast difference here with us. 


NUMBER OF U.S.S.R. DIVISIONS 


I am 
Mr. Contr. On page 6 you say that the Soviet Union has 300 reserve 


divisions, well trained and equipped. What is your source of infor- 
mation ¢ 


General Fetters. That has been standard information since World 
ntries War IL. It has been published many times. I think the most recent 
vould publication comes from some source in London that gave an estimate 
edom of NATO’s power and compared it with the Soviet. 

h the Mr. Contre. Did you read this in a military magazine ‘ 
m by General Fetters. Yes. 

Mr. Contre. Do you feel the Russians have 175 equipped divisions 4 

General Freviers. I have not the slightest doubt. 

Mr. Contr. Where did you receive that information / 

only General Feciers. It is well known, published constantly all through 

is no the press. 

night Mr. Contre. Is it not true that the free world’s 5-million-man 

inder ground forces make it necessary for the Soviets to disperse their 175 

y has divisions, which in turn prohibits them from concentrating them ex- 
cessively at any one point for a thrust / 

these (reneral Fetters. That is not true at all. 

Italy, Mr. Contr. Why / 

General Friiers. Because there is no threat from the 5 million 

have people around the borders of Rusia, if there are that many. Russia 

eople has three-fourths of her divisions in European Russia now, not dis- 

S not persed around her periphery. 

ators Mr. Conre. If that is so—— 

General FeLuers. It is so. 
< the Mr. Conver (continuing). Why is Russia maintaining 175 divisions / 


General Fretirers. Principally to take care of her home population. 
why The dictators fear the people may revolt. 
ck to Mr. Conre. An economic problem ? 
vent- General Fetters. No. The Russian people are not happy with the 
a: system and the dictators have to have the Red army. 
listie Mr. Contre. Do you mean to tell me the Russians need 175 divisions 
to quell a revolt in that country / 
(reneral Fe_vers. That is part of the reason for having them. 
Mr. Conrr. That is the main reason / 
General Fevers. I donot know but it isa strong reason. 
Mr. Conrr. Earlier you said we should cut eround forces, that they 
serve no purpose. 
ould General Freuiers. Ours, yes. We do not need large ground forces. 
uba! Mr. Contre. If we do not need them, they do not ‘need them. 
General Fretiers. They—the Russians—have a different problem. 
Mr. Contre. They need ‘them for home ec onsumption in case of revolt / 
General Freuiers. Largely, yes. 
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STATUS OF ALLIED AIRCRAFT 


Mr. Contre. On what do you base your statement on page 8 that 
almost all allied aircraft are obsolescent and ineffective? You say 
the Red air force could demolish the conglomeration—I believe that 
is the word you used—of airpower very quickly. Could you back this 
statement up with some facts? 

General Fruiers. Yes. If you ask me my sources, it would be 
vague, but I am experienced in knowing the value of planes and 
their combat characteristics. I can illustrate. In the Korean war 
there was only one plane that could handle the Mig 15—our sabrejet. 
Our Navy did not have a plane which could handle it, nor did our 
allies, 

We shot down the Mig 15 in the ratio of 10 to 1 because we had a 
plane with superior combat characteristics. The planes that are listed 
as 30,000, 14,000 of which are jets, are not comparable to the mach 3 
fighter planes the Russian has built and now has in numbers. The 
allied planes do not have the necessary combat characteristics. 

Mr. Conre. How about the little incident we had out in Quemoy 
and Matsu in the Formosa Strait 2 years ago this summer? 

General Fetters. Those were Red China’s planes. 

Mr. Contre. You said the Reds, you said the Red Air Force. 

General Fetters. The Red Chinese used Mig 15 and the Nationalist 
Chinese had the Sidewinder on the F—-86’s. 

Mr. Contre. We shot only two or three planes down with the Side- 
winder. Let us not give the credit to the Sidewinder. 

General Fe.uers. I do not quite follow you. 

Mr. Contr. You mentioned we had the Sidewinder, and you were 
insinuating it was because of the Sidewinder that we won the air 
battle, having a kill ratio of about 8 to 1, and yet only three planes 
were shot down by Sidewinders. 

General Fetters. We had superior planes also. 

Mr. Conte. How can you say our planes are antiquated or those of 
our allies? 

General Fetters. The planes of our allies are largely antiquated. 

Mr. Contr. Formosa is an ally ¢ 

General Fretiers. Yes, but Nationalist China was not fighting 
Russia. 

Mr. Contr. The Red Chinese had Russian planes. 

General Friiers. Red China does not. have the new material the 
Soviet Union has. You know that. 

Mr. Conte. Do you think the Soviets are giving their allies a lot 
of garbage and secondhand stuff ¢ 

General Fetters. They certainly are. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Conte. Yes. 

Mr. Ruopes. General, you just said something I had not heard, 
which was that the Russians have a mach 3 fighter in production 
quantities inthe Air Force. Are you sure of that 

General Fetters. Maybe it is mach 2. I cannot besure. It is very 
much faster than any allied plane. 

Mr. Ruopes. Faster than the F-102 or the F-104? 

General Feiiers. I would say comparable. 

Mr. Conte. On page 9 you say that if we are to pay for truly modern 
weapons, produced by our allies, the cost of foreign troops would be 
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comparable to that of U.S. troops. Are you aware of the fact that 
right now under the weapons production program in the mutual weap- 
ons development program our allies are producing and developing 
modern weapons for themselves largely at their own expense ‘ 

General Fetters. I am happy to hear that. 

Mr. Contr. General, I wish you would be able to sit in on some of 
these hearings and hear some of our generals testifying. 

General Fetters. I would enjoy it. 


REACTION TO ATTACK ON U.S. BASES 


Mr. Conte. You say on page 20 that the U.S.S.R. in a limited war 
would not hesitate to attack a U.S. base on Eurasia but that such at- 
tack would not incite us to attack the Soviet Union because the Red 
striking force could retaliate on the United States. Do you seriously 
believe that ? 

General Friiers. Yes, sir. I make the assumption at the begin- 
ning—you are quoting me out of context, you see—that we have 
reached what we call or what someone has called in reac hing a parity 
of nuclear terror. In other words, both sides know that they are a 
hundred percent effective in striking power—in other words, parity. 

If the Russian is as strong as we are with his strategic striking pow- 
er, then we will attack no bases inside Russia because he will attack us. 

Mr. Contre. Do you believe we will let the Russians destroy our 
bases, kill our troops, yet not attack their bases which launch such an 
attack ? 

General Fetters. If they have as much destructive power against the 
United States as we have against them, I believe that, yes. 

Mr. Contr. By your own somew hat dubious hypothesis, if Russian 
power should ever equal ours, how can you say they could wreak more 
destruction on the United States than we can upon them? 

General Freiiers. Because they will strike first, they will send their 
missiles over first and take out everything we have that they can hit. 

Mr. Conte. You are thinking more of 150 percent destruction on 
their part against a mere total hundred percent on our part / 

General Fetters. The Strategic Air Force is in a very precarious po- 
sition if a missile attack should come. The enemy knows where our 
bases are. 

Mr. Contr. Do you not think we know ? 

General FeLLers. Where theirs are? 

Mr. Conte. Sure. 

General Feivers. I hope so. 


STRIKING POWER 


Mr. Conve. Is there a real question which is one of ability to deliver 
the strike? 

General Feuiers. I beg your pardon? 

Mr. Conte. Is not the real question the ability to deliver the strike? 

General Fetters. No, sir, for this reason: The most logical concept 
of a war opening with nuclear striking power would be for the missiles 
to strike our bomber bases and our missile bases. 

Mr. Contr. Do you not find it advantageous at that time to have a 
deployment of striking power around the Soviet periphery / 
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General Friiers. No, sir, because they will strike that periphery 
also with shorter-range missiles and bombers. 

Mr. Contr. They have to deploy their striking power in dozens of 
areas and we only have to strike in one area. Are we not in an advan- 
tageous position ? 

General Fetters. Have to strike what in one area? 

Mr. Contre. Our striking power into the Russian zone. 

General Fetters. They are dispersed also. 

Mr. Contr. In the Russian zone ? 

General Fetters. They are dispersed. It isa big country. 

Mr. Contre. Yes, it is a big country, but it is centered in Soviet 
heartland ; is it not ? 

General Fetters. No; their bases will be on the Arctic Circle or 
above it. They will be deep in Russia from one side to the other. 

Mr. Contr. General, why are the Russians trying to deploy their 
own bases at the present time, trying to get bases ‘outside of Russia? 

General Friiers. They have many reasons for that. Their goal is 
world domination. Of course, they want to move out. 

Mr. Contre. Why are they trying to force us out of the bases we 
now have? 

General FeLiers. Because they do not want us to use them if a war 
comes. 

Mr. Contr. You know what the answer is. The Russians believe 
that the location of the striking power of the United States is of great 
importance and has the edge over the Russian striking power and 
that is the only reason in the world that they are trying to drive us out 
of these oversea bases and the only reason in the world they are trying 
to deploy their own bases, because we have that advantage over them. 

General Freviers. We have that advantage in peacetime. I do not 
believe we have it in war. 

Mr. Contr. You agree with me we do have an advantage today ? 

General Fetters. Of course. 

Mr. Conte. No further questions. 

Mr. Gary. Thank you, General Fellers. 

General Fetters. Thank you for being very patient. 

Mr. Gary. Thank you for coming back today and answering tht 
questions of the committee. You have been very patient. 

The committee will recess until 10 o'clock tomorrow morning. 


Monpay, Apri 25, 1960. 
OpposITION TO ForeEIGN Arp PRoGRAM 
WITNESS 


MERWIN K. HART, PRESIDENT, NATIONAL ECONOMIC COUNCIL, 
INC. 


Mr. Passman. We have one other witness. 

I received a communication from Mr. Merwin K. Hart, president, 
National Economic Council, Inc., 7501 Empire State Building, New 
York 1, N.Y., indicating he understood we would have some outside 





witnes 
mittee 
be ple 
la 
you a 
done 
so WI! 


We 


Mr 
noml 
aid. 

Bi 
som 
cont 
gone 
of t 

Stat 
I 
my 
time 
wat 
tell 
peo 
cou 
mel 
not 
do 
I 
thi: 
ore 
tiv 
( 
Ge 
( 
hes 


pel 
ar 


Mi 





phery 


ens of 
dvan- 


Soviet 


cle or 
ier, 
their 
ia? 
oal is 


PS we 
i War 


lieve 
creat 
- and 
S out 
‘ving 
hem. 
> not 


lent, 
New 
side 


2803 


witnesses present today. He asked if he might appear before the com- 
mittee at this time and make a brief statement, and I replied we would 
be pleased to hear him. 

J am sorry that we kept you waiting so long, but at least it has given 
you an o yportunity to observe your Congress in action, which you have 
done iene. We are good friends and we disagree but we try to do 
so without being dis: iwreeable. That is the way we want it to be. 

Weshall be pleased to hear from you at this time, Mr. Hart. 


GENERAL STATEMENT 


Mr. Harr. We of the executive committee of the National Eco- 
nomic Council do not claim professional knowledge about foreign 
aid. We speak only as citizens, taxpayers, laymen. 

But we have given much study to some of the problems involved. 
Some of us have traveled rather widely in, and have maintained close 
contact with, some of the countries to which our foreign aid has 
gone. We have noted a constant falling off of respect amony many 
of the more thoughtful people of those countries for the United 
States. 

I might say that I am speaking of the period 1947 when I made 
my first trip around Europe after the war. I had been there many 
times before and I had been there nearly every year since. I 
watched opinions grow and change. It is obvious to the more in- 
telligent among them that our Government. is frittering away its 
people’ s wealth. They wonder at. our profligacy even toward neutral 
countries. They are aghast at our subsidizing Communist govern- 
ments. They know enough to know that even this rich country can- 
not afford this. They think we are joining in a plot for our own 
downfall. 

In our opinion our foreign-aid policy raises the question whether 
this Republic is going to survive. And this may be the last Con- 
gress which will have the chance to decide this question in the affirma- 
tive. 

On October 21, 1952, the then Republican nominee for President, 
General Eisenhower, said about foreign aid: 

Certainly I know we must find a substitute for the purely temporary busi- 
ness of bolstering the free nations through annual handouts. That gets neither 
permanent results nor friends. 

For 1953 foreign handouts totaled about $8 billion. By next Janu- 
ary upward of $64 billion w ill have been spent for these same purposes. 

This year the President, in submitting his so-called mutual security 
message to the Congress on February 16, said : 


The overwhelming support of the vast majority of our citizens leads us in- 
exorably to mutual security as a fixed national policy. 


We deny, Mr. Chairman, that even a simple majority, or any- 
thing like this number of our citizens have ever expressed approv ‘al 
of mutual sec urity. They simply haven't had the chance to express 
themselves. When does the President mean that they did? 

Now it is known that certain appropriations sought for our armed 
services, such as more nuclear submarines, nuclear-powered aircraft, 
strengthening and increasing SAC and for continuing with pro- 
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duction of the B-70 bomber, have been reduced for lack of funds, 

We want to go on record with candidate Eisenhower's statement 
in 1952 to the effect that these “annual handouts” get “neither perma- 
nent results nor friends.” And we want to point out that his avowal 
as a candidate cannot be reconciled with the $64 billion plus which 
will have been spent when he ceases to be President next January. 

Mr. Passman. If I may suggest to the witness, at the proper time 
you should reconcile your figures because the actual amount is in 
excess of $90 billion. 

Mr. Harr. I knew that my statement was low, Mr. Chairman. Re- 
sults beneficial to the United States have been few and real friends 
among the nations are fewer. 

Some of the foreign aid has produced good results, as in the cases 
of Germany, Turkey, and Spain. But there is a growing conviction 
among informed Americans that the overwhelming part of the $41 
billion asked for foreign aid this year will do little or nothing to 
preserve America. 

The President this year calls for the spending of $79.8 billion. 
This is $1.4 billion higher than the 1960 budget. We assume that $10 
billion of this could be cut out—part of it from foreign aid find the 
rest from projected spending on domestic, socialistic ventures that 
take us further into world government. Then, if half of this $10 
billion saving were spent on building up American striking power, we 
believe that the free American Republic could still be saved. For I 
am increasingly impressed with the fact that world government, 
which is so attractive to many of our “liberals,” is the means whereby 
we are going to become eventually one more satellite of the Soviet 
Union. 

In the “Review of the U.N. Charter—A Collection of Documents,” 
being Senate Document No. 87, 83d Congress, 2d session, we find on 
page 289 the following statement expressing the opinion of the Dis- 
trict Court of Appeal, Second District, Division 2, California: 

The (U.N.) Charter has become “the supreme law of the land”; and the judges 
in every State shall be bound thereby, perenne in the constitution or laws of 
any State to the contrary notwithstanding (U.S. Constitution, art. VI, sec. 2). 
The position of this country in the family of allaed forbids trafficking in innocu- 


ous generalities but demands that every State in the Union accept and act upon 
the charter according to its plain language and its unmistakable purpose and 


intent. ‘ 

It seems clear to us that much of the spending of the United States, 
including foreign aid, urban renewal, and other expenditures, are 
designed to prepare us for world government. We are on the eve 
now of the summit conference. The New York Times of April 16, 1960, 
has a dispatch from Washington, bearing the headline, “Khrushchev 
Said To Hold Key to Summit's Success.” 

For a prominent newspaper to say, as this editorial says, in sub- 
stance that we are waiting for Khrushchev to tell us what is going 
to happen, is indicative of the peril in which the United States is 
today. It shows that much of the money appropriated by this Con- 
gress has been used, not to safeguard America, but to promote a world 
Communist government in which free America would be sunk. 

Instead of looking out for this Republic nrst, we have scattered 
our wealth and incidentally many of our Armed Forces to all parts 
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of the globe and have put this country on the verge of bankruptcy 
largely, we believe, at the instance of the One W orlders and the Soviets. 
And the One Worlders, whether they know it or not, are among the 
closest allies of the Soviets. 

As I read the Constitution, the Congress of the United States was 
intended to be—and still can be if it so wills—the most powerful of the 
three branches of the Federal Government. Yet in recent years the 
Congress has been pushed around by both the Executive and the 
Supreme C ourt. 

The financial condition of the United States today is precarious. 
It is such that she simply cannot afford to continue this foreign aid. 

It is not too late for the Congress to resume its power. It can begin 
by cutting this request for foreign aid at least in half and by making 
such other reductions of expenditures as will make available what- 
ever is needed for vital defense. 

Mr. PassMANn. Thank you, Mr. Hart. 

I want to say again that the committee is indeed sorry that we had 
to ask you to wait so long to get around to having you make your 
statement. Weare gr ateful that you could come down from New York 
to make this st: 1tement. and I want you to know that we will consider 
it carefully. 

We shall study the contents of your statement, along with others 
made, and we know it will be of help to this committee in reaching 
a decision at the time we mark up the bill. By “mark up” we mean 
providing what we think are the necessary funds. 

Mr. Harr. Mr. Chairman, I thought it most interesting to mention 
something that I saw this afternoon. I do not think I have sat ina 
committee in executive session before and it has been a privilege. 

May I suggest that the committee enter into the record an article 
on the first page of today’s Wall Street Journal headlined “U.S. Food 
Giveaways Bring Only [1] Will in Some Foreign Lands.” 

It is quite to the point. I realize that the giving away of food does 
not come under this committee, but I think it might be of some inter- 
est. It is not long. 

Mr. Passman. Without objection, the article will be inserted in 
the record. 

(The article referred to is as follows :) 


{From the Wall Street Journal, Apr. 25, 1960] 


U.S. Foop GIVEAWAYS BRING ONLY ILL WILL IN SOME ForEIGN LANDS—Foop 
GOES TO BLACK MARKETS, IS SOMETIMES FED TO CATTLE; AGENCIES ARGUE OVER 
BLAME 


(By Robert P. Dorang, staff reporter) 


WASHINGTON.—Completely contrary to the Government’s purpose, the big 
program for giving away surplus farm products overseas through private wel- 
fare agencies is making Uncle Sam out to be something of an ugly American. 

This project has gone sadly wrong in some places, according to reports just 
received by Congress. In many foreign lands, U.S. food marked “Donated by 
the People of the United States—Not To Be Sold or Exchanged,” has gone into 
the black market. In others, the free food has been sold to the needy or to 
ordinary commercial operators. There has been thievery, interference by foreign 
governments, and feeding of good food to animals. 

Officials of the two Washington agencies concerned—the Agriculture Depart- 
ment and the International Cooperation Administration—readily admit that Fed- 
eral management of the program has been poor. And yet each of the agencies, 
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which in the past have proudly trumpeted the merits of this particular food- 
giving plan, is firmly denying responsibility for what has gone wrong. 


ICA INVOLVEMENT 


Though the Agriculture Department supplies the commodities and can demand 
payment if they go astray, Department officials close to the program profess to be 
only vaguely familiar with the deficiencies now reported. ICA officials contend 
their agency became involved quite innocently in something not really its re 
sponsibility. One ICA man comments unhappily: “If the situation doesn’t change, 
we might gracefully wash our hands of the whole thing.” 

Federal men are careful to stress that they are not charging the private 
welfare agencies with any wrongdoing in connection with the program. Much 
of the trouble, they say, has stemmed from use of foreign nationals to help in 
distribution of the food. Few of the private groups are so fully staffed that they 
can handle the entire job themselves. 

What has brought the food scandals somewhat belatedly to light is a report 
given in a closed hearing to a House Appropriations subcommittee by the ICA. 
Now made public, the document lists 18 countries where something went wrong 
in the past 33 months, despite the good intentions of the welfare groups. ICA 
Says most of the sad stories have been verified, although in some instances in- 
vestigations are not yet completed. Here’s part of what the agency has told 
Congress : 

“Israel: Pilferage and widespread diversions to commercial market through 
illegal sales and exchanges. 

“Korea: Unauthorized exchanges of commodities, diversions to black market, 
and charges of diversions of commodities to other countries. 

“Pakistan: Pilferage, and diversion to commercial market through illegal 
sales and exchanges. 

“Philippines: Isolated charges of black marketing. 

“Taiwan (Formosa): Charges of padded recipient lists, black marketing, and 
diversions to animal feed. 

“Columbia: Thefts of commodities, illegal diversions to commercial channels, 
and needy recipients required to pay small charges for commodities received.” 


DIVIDED RESPONSIBILITY 


The troubles have stemmed partly from divided responsibility. While the 
Agriculture Department keeps auditors probing into its domestic donation 
schemes for wrongdoing, it had none overseas when donations began some 7 
years ago. For the job, it tagged the ICA, a State Department agency with 
foreign aid missions around the world. But, as one ICA official states of the 
auditing, “‘We did it on a ‘when and if’ basis.” 

As the program grew, the ICA complained and last year got four extra 
auditors on “loan” from the Agriculture Department. Finally the foreign aid 
agency rebelled and demanded a price for its work—$1 million for the fiscal 
year starting next July 1. Says Roger Stewart, ICA’s man designated to work 
with the Agriculture Department : 

“To a large extent, the operation has been one of trying to ‘put out fires’ as 
they occur. In many of our foreign posts, we have not been able to designate 
personnel * * * who would have the specific responsibility of riding herd on 
this program.” 

In newly free Ghana, Mr. Stewart explains, at least two voluntary aid groups 
were giving food to the same citizens—each unknown to the other. “It was 
because everything was so new,” the ICA official maintains. ‘When the volun- 
tary agency people began talking to each other, they cut it out.” 

In Algeria, the French Army refused to permit a relief group to do its own 
distributing, apparently for fear food would “leak” to Algerian rebels. So this 
program had to be halted; a volunteer agency must maintain control of the food 
it’s dispensing, the Agriculture Department requires. 

In Brazil, the Government refused to let commodities enter duty free, a 
requirement if Uncle Sam has paid the ocean freight charges. Butter, cheese, 
and dried milk were impounded at the ports and some spoiled. 

Food donations through voluntary groups have reached formidable propor- 
tions. From the time the program really took hold 7 years ago through last 


December, it has put down on foreign shores 8.4 billion pounds of food worth 
$1.4 billion. 
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From only 24 million pounds in fiscal 1953, shipments rose to 1.9 billion pounds 
in the 12 months ended last June 30. From then to last December 31, they 
amounted to 923 million pounds and show signs of approaching 2 billion pounds 
for the year that will end June 30. 

To remedy defects in the donation program, some efforts are now underway. 
Howard Davis, Deputy Director of the Agriculture Department’s Food Distribu- 
tion Division, reveals that the Agriculture Department and the ICA have al- 
ready agreed on a “memorandum of understanding” that supposedly would give 
the ICA much more responsibility for planning and checking into the donation 
work, not just auditing. 

Then, with $1 million the Agriculture Department hopes to get from Congress 
and transfer to the ICA, about 30 auditing troubleshooters would be employed 
to ferret out illegal practices. 


Mr. Harr. Thank you, Mr. Chairman and gentlemen. 


Mr. PassMANn. Thank you, Mr. Hart. 
The committee will adjourn until 10 o’clock tomorrow morning. 








APPENDIX 


ICA Comp.etep Progects as oF DeceMBER 31, 1959 


(The information following was supplied in response to statement 
of the chairman on p. 534 of pt. 1 of the hearings.) 


The enclosed list of completed projects includes such projects reported by 
USOM’s to have been completed both physically and fiscally as of December 31, 
1959. Further criteria for this compilation are the following: 

(1) Projects are included only for countries having MSP economic programs 
for fiscal year 1959, 1960, or 1961 as shown in the fiscal year 1961 congressional 
presentation, excluding DLF. 

(2) Only such projects as were clearly delineated from nonproject assistance 
by the ICA “Operation Blueprint” procedure, which generally became effective 
in fiscal year 1955, are included. 

(3) Only those projects which were financed wholly or partially from dollars 
are included, and only amounts for dollars are shown. 
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NATO Science FELLOWsHIP PRoGRAM 


(The information following was supplied in response to inter- 
rogation on page 552 of pt. 1 of the hearings.) 


The NATO science fellowship program is administered by the individual 
NATO governments. Accordingly, no central records are maintained of the 
separate awards and the participating countries are not obliged to maintain their 
records in a standardized form. The Department of State requested informa- 
tion from the member countries in order to fulfill the subcommittee’s request for 
additional details. Preliminary replies which have been received are not 
sufficiently consistent to permit collating the data in the form requested by the 
committee. 

The submission by the United Kingdom is given below since it appears to 
include most of the information requested by the subcommittee. It is antici- 
pated that other member countries will shortly provide information on their 
own NATO science fellowship programs in a form similar to the report by the 
United Kingdom, which will then be made available to the subcommittee at 
its request. 
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Subject. Studentships. Fellowships. Totals 
na- (Postgraduate 
for 


‘ (Postdoctoral ). | 
not heratios ; | 


the 


} to 


is at a ina sei lpi iris nica 
-1C1- 'o oF 4 } } 4 

1eir pera ——_—_———- 
the 


| 
at _—_——_— 


+ —— —— - —- - 
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3 ‘ iencatianiaiaptiitian cea eee Reema eee nee 
Medicine 
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Analysis of U.K. awards by_countries of 


1959/ + 
aAaddhane 





ee omen 
‘ ° ; x Tata 
ountry | Studentships Fellowships Totals. 
{ 


(Postgraduate ). (Postdoctoral ). 





z 
> | 

T 1 4 4 
Denmark - } 
, L 
Pran | , 
sermany 
Ttnaly = | 4 

aly | 
t 4 | - 4 
amaica | y 
Norway 1 = | 

, 4 . 4 
weden 


Switzerland 
Turkey 1 P 
Jnited Kingdom 1 L 
nited States + 11 ; 


jee iat lenin eiaaaiaitanntdigsicagaicalainataniads 
} } 
Totals | 18 L 








In 1959 38 applications were received for F 


37 applications for Studentships. 
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N.A.T,0, Science Kellowship Programme 




















rovisional an sis of U.K. awards ubject 
1960/61 
Subject. Studentships. Fellowships. Totals. 
(Postgraduate). (Postdoctoral). | 
Mathematics 2. 44) | - (1) 2: (2) 
rnysics 2 1) 3 (4) | § (5) 
| 
Chemistry 4 (5) 13 (3) 14 (8) 
Biolog 3 6 (8) | 9 (8) 
Astronomy | - ia 7 
Geology | > @) - (1) b © 
. (Chem Eng | 1 z) 
Engineering (Elect w | i } 8 (1) 
Other " | 4 (1) | 5 
Agriculture } - 
Medicine - - 
Human Science | q &) (1) 1 (2) 
a 
Totals 19 (41) 23 (19) 42 (30) 
Provisional analysis of U.K. awards by countries of tenure 
1960/61. 
Country Studentships | Fellowships Totals 
(Postgraduate) (Postdoctcral ) | 
Canada P 
Denmark 1 1 (1 ) 2 (1 ) 
France 2 (2) 1 (3) 3 65 
Germany 3 (1) 1 (2 4 (3 
Italy (1) 1 
Jamaica (4 } 1 
Norway 1 <9 83 
Sweden (4 3 > af 
Switzerland 1 1 1 2 
Turkey 1 A 
United Kingdom 2 2) 12 (3) 14 (5) 
Unitod States 5. aty 3 (9 8 (11) 
Netherlands 1 1 2 
Uganda 1 | { 
Belgium 2 2 
ai iid eet dese itera eat cciccatmnainanniaital 
19 (11) 23 (19) | 42 (30) 
SS | —~—— | —_~— 
Totals 30 42 72 





Note The figures in brackets show the numbers of awards made in 1959/60 
which are expected to cortinue in 1960/61. 


In 1960 46 applications were received for Fellowships and 
35 applications for Studentships. 
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Age 
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Previous 
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or 
and persan 
recommend ing 





fence Fellows 


(Provisional) 


hort title 


investigutian 


Lowahips tc 


Iniversity 


whore tenable 





Uppsala Univers 
Sweden 





Sheffield 
Prof,é.G,Quarrel.) 





Effect of carbon 
dioxide an the 
growth of the 
avena seedling 


Oxidative Metabolism 
of Protooatechuate 
Peeudomas sp, 


The oxidation of 


Niokel Chromium 
alloys 








(Prof .#, Baker ) 


Duke University 
Prof ,.W,Gardy) 


The biogenesis of 
sorbitol and 
inositol 


Microwave speotros-— 
copy of unstable free 
redioals 


pps. 


ppsala University 
Sweden 


Marvard University 
U.S.A. 


Bangor and 


ndversity 


California, 


Institut 
Germany 





Birmingham, 





oR.) Sorrter 


Dr. Gardiner 


Kinetics and re- 





26 yre. 


2 yre. 


2 athe, 


10 mths, 


BAinbur gh 


Oxford 
Prof .B.R.h.J anes) 





Synthesis of new 
branched-chain sugar 
acids 


Study of the 
Diogenesis of 
marphine 


Reaction Meohanianas 
and Kinetics of High 
Energy Chemical 
Reactians 


Berkeley University 


California, U.B.4. 
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ivorsity 
Xollege 
orsor 
comand ing 
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iospero acevmbla 


Thoory of fi 
and clawentary 


partialos 


London Soattoring of low Joponha gen 
Prof, H.S, Massy nergy protons by Dormar) 
complox nuclet 





Cambridge 
Prof, G.K. Batchelor)Stron 
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NAT) SCIENCE FR" LOWSHIP PROGRAMME 1960 


UK. Condidates Recommended for Studentehipe to start in October 1960 


Provisions 
































axqueeenanemngpeemencens reserneeninepineininnimnatian — 
_ niverst r lege a : satel 
Nase = an4 person Ouasnet of ersity 
1.2 recomeending — 
Biohogy and Bioohests try 
u.C.Lewte 22 7. 9. Leloester Experisental Institut for Planeteanstoai 2yre 400 x 
Prof. 7.6. Tutin Taxonosy 4 Cytologi, Copenhagen, 
Denmark. 
Prof. T.¥. B&cher 
+ _ - ore aoe . 
B.A. Barnslg 2% y. 2 8. U.C. London Biocheaistry Pry siolog 25 50 
Prof. BE. Balévir Inetitut an der Universitat 
KBin. Germany 
(Prof. Dr. B. Klenk 
sere sonar oem — sass aviananeeapammintinasitas emmutinnandes -eapadpemadameaciconeanansiiie 2 
K.8. Thomson (22 y. 2. Birwinghas mparative Harvard, U.S.A. 2 yrs. && 850 200 
Prof. 0.8. Lowenstein) Zoology (Anatoay (Prof. 4.8. Romer 
ee SS eee bees 
Ghemiow, Enapeering and Me telurey 
P.5. Foula Zl y. 7 a.) leperial College emioal Engineer- ie ohusette Inetitute of 2 yre.| 400 650 200 





Prof. D.M. Newitt ing Course No. 10 Technology. U.S.A 
Prof. §.G. Whitean 












































































































































a ——— 
Mies J. Green 22 y. 8 w. Cambridge Physical Cheaietry Inetitut Mir Physikalische 2yre 400 Bs so 
Prof. &.¢.¥. Norrish enie Universitat, Gottingen 
rereany 
Prof. Dr. #. Jost 
— ee —- dn + — —— 
Eiectri cp) Braspeorsns 
7.8. Bush Dy. & os. Cambridge Aspects of the Massachusettes Institute of 2yre. 400 ax 200 
Prof. ¥.F. Baker theory of Automatic Technology S.A. 
Control Prof. 6.8. Brown 
- -——— ---—- i ————_—_—_——_ 
boshaceras 
D.H. Trote 32 y. 3 w. Medway C. of T. Tidal and Coastal Technological University of lyr 4OC . - 
Mr. 7.3, Tucker Engineering Delft, Nether 
Ir. L.J, Mastertaan 
a —- a = 
Boftlg & y. & &. Brown University 0.5.A. Jet ejection fros a laperial © oge U.K 2 yre. | 400 - 
Prof. P.?. tmeder) stagnation point in (Prof, H.B. Squire 
hypersonic flow 
— = eh 
oat 
4.0, Wlnes 22 y-5 a. Edinburgh Structural and University of Basel 2yre. 400 1» 0 
(Prof. 7.H. Stewart) Metamorphic geology Switserland 
of Western Alps (Prof. B. Wenk) 
— —---- - - ooo 
7.6. Elder Ds.2e. Duras Petrolog University of Oslo, Norway 2 9re. 400 x ao 
(Prof. K.C. Dunham) (Prof. T.7.. Barth) 
—. ———_+- ~ a 
8.2, Hiscooks 2 y. 1 =. American University Geooheaistry Oxford K. lyr 42 - “ee 
B.c., 0.8.4. Prof. Huse-Rothery 
(Dr. Huret-Anderson ) 
- — — $$ + —___— 
Ma thems \ ce 
7.8. Blyt 22 y. 2 @. St. Andrew Lattice Theory Institut Henri Poincare, 2yre 400 100 2 
(Prof. B.T. Copeon) Paris, France. 
(time .Dubdreil-Jacotin 
- — — -—— ——- ——————— oo 
8. R. Drayson 22 y. 9 &. Queen Mary College Ma thems tics University of Chieago, U.8.4. 2 yre 400 850 20 
Prof. V.C.4. Perrarc (Prof. A.A. Albert 
pee | — — — — amen — he 
Poreios 
mu. Leite 2 y. 6 =. St. Andrews Solid State Physioe University of Grenoble, France 2 yre (400 100 a 
Prof. J.P. allen) Dr. Louis Wetl) 





» a es 








niversity of Sheffield) Geophysics | Massachusetts I,of T.,Toronto | 2 yrs.| 4X 
Prof. Atkinson | or Columbia Univernities U.S.A. 








aeRO e——— — ee aufheemmnnty 


Northaapton A.T. Rxpe rimental ming Centre for Bxperi- ‘yr 
London(hir. .¥,Pranklin) | Aerodynamics n Belgius. 


Brperimenta 
Acrodynas 


= fp - ---— 
Human Sciences | 
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ADMINISTRATIVE EXPENSES 


(The following information was supplied in response to a request on 
p. 836 of pt. 1 of the hearings:) 
Mutvuat SECURITY PROGRAM 
Administrative expense obligations by agency, fiscal years 1948-61 


{In millions] 


Dollar obligations Dollar equivalent local 

currencies utilized Total 

Fiscal year obliga- 

tions 

Defense) State ICA? DLF rotal Defense ICA ? Total 

1948 $1.2 $1.2 1.2 
1949 14.0 14.0 $12.0 $12.0 6 
1954 $3.7 $0.3 16. 2 20. 2 $1.0 14.6 15.6 35.8 
1951 22.5 3.9 17.4 43.8 4.0 19.3 23.3 67.1 
1952 3 37.1 2 24.8 63.0 7.2 19.7 26.9 89.9 
1953 21.7 2.4 21.8 45.9 11.1 22.8 33.9 79.8 
1954 19.0 4.6 31.2 54.8 54.8 
1955 20.6 5.9 27.7 54.2 54.2 
1956 19.5 6.2 28. 6 54.3 54 3 
1957 20.7 6.7 28.7 56. 1 56. 1 
1958 3 21.8 7.4 31.8 61.0 61 
1959 23. 2 x 1 36. 1 $1.2 68. 6 68 6 
Subtotal, actual 209.8 46.6 279. 5 er 537.1 23.3 SS. 4 111.7 648. 8 
1960 estimate 25. 0 8.3 38. 4 1.8 73.5 73. € 
1961 estimate 25.0 8.3 40.3 22 75.8 75g 
Grand total 259. 8 63. 2 358. 2 5.2 686. 4 23.3 88. 4 111.7 798. 1 
Local currencies made available pursuant to Public Law 472, 80 Cong., as amended, Public Law 329, &ist 


Cong., as amended without purchase from an appropriation 
2 Successor agency to Foreign Operations Administration, Mutual Security Agency, and Econom 
Cooperation Administration 
Fiscal years in which Federal salary increases were effective 


Note.—Obligations shown above reflect administrative expenses from inception of the mutual security 
program Che financing includes funds appropriated pursuant to the Mutual Security Acts of 1951 and 
1954, and amendments thereto, and funds formerly available under the European recovery program, China 
aid, Korea aid, Act for International Development and the mutual defense assistance program. Obliga 
tions for defense are net, rather than gross. Obligations for ICA (including predecessor agencies) and State 
ire realined insofar as possible to correspond with the utilization of funds by agency under the concept of the 
current authorizing secs. 411(b) and 411(c), respectively, of the Mutual Security Act of 1954, as amended 
and the dollar equivalent of local currencies utilized without purchase during the period 1951-54 has been 
added to show the total costs for those years. Accordingly, the above obligations differ in amounts for de 
fense and by agency for ICA and State from the table shown on p. 2113 of the House appropriation hearings 
of Apr. 12, which set forth administrative expense obligations for the period 1955-61 on a gross basis for de 
fense and to show activity under secs. 411(b) and 411(c) at the master account level 
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INVESTMENT OF DOLLARS IN AMERICAN SECURITIES BY RECIPIENT 
NATIONS 


(The following information is in addition to material submitted on 
p. 903 of pt. 1 of hearings :) 


On February 29, 1960 foreign banks and official institutions held 
$6.3 billion, and other foreigners held $0.2 billion, of United States 
Treasury bills and certificates, i.e., Treasury securities with an orig- 



























inal maturity of one year or less. Another $3.2 billion of these securities lat: 

were held by international institutions (of which $2.1 billion were in the a 

form of non-interest-bearing notes held by the International Monetary Fund), = 

These data, with a breakdown by countries, are tabulated below. : 

Foreign Holdings of U.S. Treasury Bills and Certificates: ° 

February 29, 1960 D 

(in thousands of dollars) < 

F 

Foreign banks and I 
Country official institutions Other foreigners Total 

Europe: 

Austria 143,658 500 14,158 
Belgium 11,23 1,388 12,631 
Czechoslovakia ~ - - 
Denmark 85,40 1,803 87,23 

Finland 76,888 - 76, 888 As 
France 363, 29k 2,796 366,090 
Germany,Fed.2ep of 1,395,080 3,365 1, 398, bb 
Greece 163,500 ~ 163,500 
Italy 912,975 6, 364 F1L9, 359 
Netherlands 25,402 17,491 271,893 
Norway 7,363 1,496 8,859 
Poland = 17 17 
Portugal 1,100 50 1,150 
Rumania - ~ - 
Spain - 3k 3h 
Sweden 105,680 275 105,955 
Switzerland 150, 812 2h, 849 175,661 
Turkey ~ 3 3 
U.S.S.R. - = = 
United Kingdom 268 , 308 93,672 361, 980 

Yugoslavia - - - C 

Other Europe 291, 236 4,271 295,507 - 

















Total Europe 4, 230,979 158, 39k 4, 389,373 


PIENT Foreign Holdings of U.S. Treasury Pills and Certificates: 
er February 29, 1960 
(in thousands of dollars) 


: Continued 
itted on 


Foreign banks and 
Country official institutions Other foreigners Total 
sl eRe tare tne namemsineen—tipaaiiciaasoeeanTD 


Canada: 476,874 39 , 302 516,176 


latin Americas 
Argentina 159 ,OL9 271 159, 320 
Bolivia - 29 29 
Brazil 75 2,304 2,379 
Chile - 257 257 
Colombia 200 6 206 
Cube 10,192 130 10, 322 
Dominican Republic 80 80 
Guatemala 11,400 ~ 11,400 
Mexico 11, 300 3,563 14,863 
Netherlands W. Indies 
and Surinam 18, 361 8,516 26,877 
Panama, Republic of - 5,780 55780 
Peru 999 
El Salvador 3,700 
Uruguay 2,513 
Venezuela 1,820 
Other Latin America 


1,648 


Total L-tin America 255,193 


56,567 ~ 56,567 
Indonesia 77,354 77,354 
Iran - - 
Israel 52,093 52,093 
Japan 574,40 57,620 
Korea, Republic of 41, 300 41, 300 
Philippines 19,039 19, 385 
Taiwan 130 556 
Thailand 106,800 106, 800 
Other Asia 251, 366 ‘ 251,50), 


Total Asia 1,179,089 535 1,180,624 


Other countries: 
Australia 71,900 72,032 





















Foreign Holdings of U.S. Treasury Bills and Certificates: 
February 29, 1960 
(in thousands of doll-rs) 











gn banks and 
ial institutions Other foreigners 
















4,070 
Ezypt 15,686 ~ 


frica 26,000 - 
20, 398 
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Total other countries 138,05) 951 







174,826 e 


jrand total 9 427,16) 228 ,06 



















Bulletin, April 1960 Y 

In addition, official anc private foreizn holdin:s of United Stz Ir 

m. aC) . noe ana Y > - > - 4 } ar are ee | ’ S45 - J 
ireasury bonds and notes, ie@€e, securities with an ori<inel meturi of ‘ 


more than one year, tctalled 32.2 billicn, of which « billicn were held 
by international institutions. These data are summarized in the table 
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Holdings of yovernnent 
February 29, 1960 



















Country 





Austria 





7 
Belgium-Luxemburg (and Belgian Congco) 7 , 
Denmark 64 
Finland 1 : 
France (and denendencies) 37 
Germany 1é 
Greece * 
Italy * 
Netherlands (and dependencies) 30 a 
Norway lyl 
Snain (and denendencies) 3 
Sweden 0 0 


Switzerland 
Turkey 





frica 


Holcings of U.S. Government Bonds 
February 29, 1960 


In millions 
of dollars 


Canada 

Argentina 

Bolivia 

Prazil 

Chil 

Colombia 

Cuba 

Dominican Republic 
El Salvader 


juatemala 


47 


% ee *k % NO 


xiLCcOo 


kM Ww kok Ke TD 


ates 

f 
sre held 
dle below 


wh x Ru 


x 


March and April 1940 


be noted that these figures include foreign 
securities. Private holdings, of 


gs, course, 
* foreizn governments. 


majority (about 83 percent, cr 36.6 billion) 
ificates and bonds and notes owned by fcrei 
institutions, was held in the industrial count 
excluding such countries as Greece and Ireland) and 
apan. The countries of Asia, excluding Japan, held only abc 





or $0.7 billion of these securities. Latin American countries as a group 
held 4 percent, or $0.3 billion of the total. 


These securities are primarily held by foreign banks and official 
institutions as foreign exchange reserves and working balances. The fact 
that dollar instruments are held by foreigners as an important part of their 
exchange reserves reflects the attractiveness and usefulness of the dollar 
as a reserve currency. In this way the dollar serves an important function 
which has contributed to the remarkable expansion in world trade during the 
postwar period. 


All countries, including aid recipients, must have some exchange holding 
to meet known obligations and to form some reserve against unknown contingen: 
The level of reserves in a given country is always, of course, one of the 


fundamental factors weighed in determining whether United States assistance 
is required. 





2 group 
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TECHNICAL SERVICE CONTRACTS 


(The following information was supplied in response to interroga- 
tion on p. 1337 :) 


The attached listing covers 676 contracts in operation as of 
March 31, 1960, financed from ICA funds including Technical Cooperation, 
Defense Support and Special Assistance. These contracts may be 


broken down into the following categories: 


Number of Dollar Value 
Category Contracts (including prior years) 


Industrial and Technical 104 $ 38, 920, 618 
Capital Projects 55 189, 727, 584 
University Contracts 183 101, 206, 115 
Non-Profit (Individual 

and Institutional) 334 17, 772, 373 


676 $347, 626, 690 
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Acme Code Co., Inc. 

George P. Adair Engineering Co. 

Admiral Corporation 

Dr. Guy W. Adriance 

Adult Educ. Assn. of the U.S. 

Aero Service Corporation 

Aero Service Corporation 

Albama Polytechnic Inst. 

Alexander J. Allen 

Evlamby Constandi Allouchi 

Said Taher Alwahab 

Amer. Assn. for Adv. of Sciences 

American Chemical Society 

Amer. Cong. of Surveying & Mapping 

Amer. Council of Vol. Agencies for 
Foreign Services 

American Country Life Assn. 

American Dairy Science Assn. 

American Dental Assn. 

American Economic Assn. 

American Farm Bureau Federation 

American Farm Economic Assn. 

American Fdn. for Tropical Medicine 

American Hospital Assn. 

American-Korean Fdn., Inc. 

American Nurses Assn. 

American Optometric Assn. 

American Political Science Assn. 

American Pub. Health Assn. 

American Pub. Welfare Assn. 

American Society of Agronomy 

American Society of Mech. Engrs. 

American Society of Pub. Admin. 

American Society of Range Mgmt. 

American Statistical Assn. 

The American University 

The American University 

The American University 

American University of Beirut 

American Vocational Assn. 

Amman & Whitney-Husted 

Amman & Whitney-Husted 

Pai Sung An 

Anacleto G. Apodaca 

Julia April 

Arab Development Society 

Argonne National Laboratory 


TECHNICAL SERVICE CONTRACTS IN OPERATION, MARCH 31, 1960 


Prepared by Executive Office, Office of Contract Relations 
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Global 
Ethiopia 
Global 
Brazil 
Global 
Korea 
Laos 
Global 
Brazil 
Global 
Global 
Global 
Global 
Global 


Global 
Global 
Global 
Global 
Global 
Global 
Global 
Liberia 
Global 
Korea 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Iran 
Iran 
Global 
Spain 
Global 
Jordan 
Global 





Purchase & Shipment —Books 
Comminications 

Electric Power 
Consultant-Agriculture 
Professional Membership 
Airborne Geophysical Suri: 
Airborne Geophysical Surve 
Agriculture - Training 
Nucleonics 

Interpreter Services 
Interpreter Services 
Professional Membership 
Professional Membership 
Professional Membership 





Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Training 

Professional Membership 
Public Health 

Public Health 
Agriculture 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Professional Membership 
Training 

Research in Participant ty 
Training 

Training 

Professional Membership 
Engineering 
Engineering 
Interpreter Services 
Consultant—Agriculture 
Interpreter Services 
Commnity Development 
Nuclear Energy 





TY 


ment —Books 


culture 
mbership 
rsical Surv 
rsical Survs 
frraining 


"vices 
"vices 
mbership 
mbership 
mbership 


mbership 
mbership 
mmbership 
mbership 
mbership 


mbership 


mbership 
mbership 
mbership 
mbership 
mbership 
mbership 
mbership 
mbership 
mbership 
mbership 


ticipant ky 


mbership 


vices 
culture 
‘vices 
opment 


CONTRACTOR 
——— 


University of Arizona 
University of Arizona 
Jniversity of Arkansas 
Armour Research Foundation 
Lina Penna Sattamini Arruda 
\ssn. of American Medical Colleges 
David Atamian 

Atwood's Transport Lines, Inc. 
Alfredo M, Ayarza 

lexi G. Bacic 

Hossein Bakrafkan 

Wiletta W. Bar-Illan 
Barrington Associates, Inc. 
Artnur S. Bechhoefer 

Evan Harold Bennett 

Berea College 

Paul O. Berg 

Raoul G. Bergman 

Berta Birnitos 

Edmund C. Bitzer 

Alexander E. Bogardy 

Tne Borden Campany 

Nelida Bosco 

Boston University 

Boston University 

Thomas B. Bourne Associates, Inc. 
Everett L. Braithwaite 
Brigham Young University 
Brookings Institution 
Herold J. Brooks 

Hubert R. Brouninger 

Brown Engrs., Int'l. Inc. 
Brown Engrs., Int'l. Ine. 
Dr. Lloyd E. Brownell 
Gilbert Brugaillere 
University of Buffalo 
Sid.ey L. Buffington 

Fulvio Buovolo 

Bureau of Social Science Res., Inc. 
Burns & Roe, Inc. 

Walter Butler Co. 

William E. Byrne, P. E. 


COUNTRY 


Global 
Iraq 
Global 
Burma 
Global 
Global 
Global 
Global 
Global 
Global 
Global 
Israel 
Turkey 
Tunisia 
Yugoslavia 
India 
Pakistan 
Yugoslavia 
Global 
Yugoslavia 
Austria 
China 
Global 
Africa 
Global 
Vietnam 
Korea 

Iran 
Korea 
Yugoslavia 
Pakistan 
Jordan 
Saudi Arabia 
Indonesia 
Tunisia 


Paraguay 
Philippines 
Global 
Global 
Korea 
Yugoslavia 
Libya 


FIELD OF ACTIVITY 


Agriculture 
Agriculture 
Agriculture Training 
Industry 

Interpreter Services 
Professional Membershi, 
Interpreter Services 
Transportation 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Consultant-Tourism 
Industry 

Industry 

Mining 

Education 

Industry 

Industry 

Interpreter Services 
Industrial Mgmt. 
Industry 

License Agreement 
Interpreter Services 
ICA Personnel Training 
Training 

Engineering 
Consultant-Thermal Power 
Education 

Public Administration 
Consultant-Agriculture 
Public Administration 
Engineering 
Engineering 
Consultant-Atomic Energy 
Consultant-Tourism 
Public Health 

Industry 

Interpreter Services 
Miscellaneous 
Engineering 
Transportation 
Engineering 





SONTRACTOR 


Pedro Cabrales 

Jose Segundo Cabrejo 

Damaso Cabrera 

Iniversity of California 

University of California 

University of California 

miversity of California 

University of California 

California State Poly. College 

Francisco Fernandez Campos 

-apitol Engineering Corp. 

SARE, Ine 

Carnegie Institute of Technology 

LaSalle Paul Caron 

Catholic Relief Services 

Catholic Relief Services 

Catholic lief Services 

Catholic Relief Services 

Catholic Relief Services 

Olga M. Cattand 

CEGOS 

centre Cultural Costorricince 
N. Amer 

Nam-Yearl Chai 

Iniversity of Chicago 

Woosang Choi 

Church World Service 

Clemson Agricultural College 

H. Dean Cochran 

Agnes Colon-Alfonso 

Colorado State College 

Colorado State University 

Colorado State University 

Colorado State University 

Columbia University-Teachers 

Columbia University-Teachers 

Columbia University-Teachers 

Columbia University-Teachers 

Iniversity of Connecticut 

Mercedes Connolly 

Continental Allied Ce 

Cook Electric Company 

Cornell University 

Cornell University 

Cornell University 

Cornell University 

Council for Int. Prog. in 
Mgmt. (USA), Inc. 

Council on Social Work Education 

Council on Social Work Education 

Cresap McCormich & Paget, Harris 
Kerr, Forster Co. 


COUNTRY 


Vietnam 
Global 
Vietnam 
Global 
Far East Reg. 
Indonesia 
Indonesia 
Indonesia 
Global 
Global 
Vietnam 
Korea 
India 
Global 
Germany 
Italy 
Korea 
Spain 
Taiwen 
Global 
Tunisia 


Costa Rica 
Global 
Chile 
Glogal 
Tawian 
Global 
Ghana 
Global 
Pakistan 
Global 
Pakistan 
Thailand 
Afghanistan 
India 
Turkey 
Argentina 
Global 
Global 
Isreel 
Nepal & India 
Chile 
Philippines 
Philippines 
Liberia 


Global 
Global 
India 


Israel 


FIELD OF ACTIVITY 


Consultant-Motion Pictures 
Interpreter Services 
Consultant-Aviation 
Agriculture 
Agriculture 

Public Health 
Education 
Engineering 
Agriculture-Training 
Interpreter Services 
Engineering 
Agriculture 

Training 

Interpreter Services 
Ocean Freight 

Ocean Freight 

Ocean Freight 

Ocean Freight 

Ocean Freight 
Interpreter Services 
Trng.-Mgmt. Personnel 


Training 

Interpreter Services 
Public Administration 
Interpreter Services 
Ocean Freight 
Agriculture-Training 
Housing 

Interpreter Services 
Education 
Agriculture-Training 
Multi-Field 
Engineering 
Education 

Education 

Health & Education 
Public Administration 
Agriculture 
Interpreter Services 
Banking 

Engineering 

Labor Affairs 
Agriculture 

Forestry 

Education 


Training 
Professional Membership 
Community Development 


Tourian 


‘“weon sa: 


ese eso es le 





Pictures 
ces 
on 


CONTRACTOR 
———— 


Daco Instrument Company 

Daniel, Mann, Johnson & Mendenhall, 
Inc. 

Daniel, Mann, Johnson & Mendenhall, 
Inc. 

Herbert Danzer 

Sol Davison 

Day & Zimmerman, Inc. 

University of Delaware 

Delgado-Trades-Technical Inst. 

Delgado-Trades-Technical Inst. 

Delgado-Trades-Technical Inst. 

Delgado-Trades-Technical Inst. 

Delgado-Trades-Technical Inst. 


Delmar Publishers 

Edward Donald DeLuca 

Fernando Devoto 

Robert C. Dietrick 

Sonia J. Docal 

Julius Dohany 

Robert Dominguez 

Lucia Donnelley 

Dusko Duisin 

Xenia Duisin 

Earlham College 

Eastern Construction Co. 

Ebasco Services, Inc. 

Ebasco Services, Inc. 

Ebasco Services, Inc. 

Elin, A. G. 

Engineering Consultants, Inc. 

Engleman & Co., Inc. 
leman & Co., Inc. 

iglish Language Services, Inc. 
lish Language Services, Inc. 
and Lewis Enos 

Ensenanza E. Investigation Superior 

Entomological Society of America 

Louis M. Esparolini 

Daniel D. Evans 

Orvis Jason Fairbanks 

Fairchild Aerial Survey, Inc. 

Farm Bureau Cooperative Assn. 

Gottlieb B. Fehmerling 

H. K. Ferguson Co. Int'l Inc. 

Kathleen S. Flan 

Clarence C. Flora 

Board of Control, a Public Corp. of 

State of Fla. for Univ. of Fla. 
University of Florida 


COUNTRY 
Pakistan 
Thailand 


Vietnam 
Global 
Philippines 
Vietnam 
Global 
Morocco 
Uganda 
Uganda 
Tunisia 
Fed. of Rhodesia 
and Nyasaland 
Global 
Spain 
Global 
Pakistan 
Global 
Global 
Global 
Global 
Global 
Global 
Kenya 
Vietnam 
Iran 
Spain 
Turkey 
Thailand 
Yugoslavia 
Korea 
Korea 
Global 
Libya 
Global 
Latin America 
Global 
Global 
Kenya 
Yugoslavia 
Afghanistan 
Global 
Costa Rica 
Libya 
Uganda 
Brazil 


Costa Rica 
Global 


FIELD OF ACTIVITY 
Industry 
Industry 


Engineering 
Interpreter Services 
Labor 

Engineering 
Agriculture Training 
Education 

Education 

Education 

Vocational Education 


Education 

Education 

Industrial Consultant 
Interpreter Services 
Industry 

Interpreter Services 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Education 

Industry 

Industry 

Manufacturing 

Electric Power Generation 
Engineering 
Engineering 
Audio-Visual 
Audio-Visual 
Multi-Field 

Education 

Interpreter Services 
Multi-Field 
Professional Membership 
Interpreter Services 
Consultant-Agriculture 
Consultant-Industry 
Industry 

Agriculture 

Industrial Development 
Construction 
Consultant-Agriculture 
Consultant-Airplane Design 


Agricultural Research 
Training 





CONTRACTOR 


Government of France 

Paul Freedman 

Wilbur Raynor French 

George Fry & Associates, Inc 
George Fry & Associates, Inc. 
Olga Garrido 

William Garvey 

Stjepan Gazi 

George Peabody Coll. for Teachers 
George Washington University 
Georgetown University 
Georgetown University 
University of Georgia 
University of Georgia 

German Government 

George Gianakos 

Gibbs & Hill, Inc 

Mustafe Girgin 

Orazio Giusti 

Francisco Gnecco-Mozo 

Paul Golz 

Cybele Gomes 

Governmental Affairs Institute 
Governmental Affairs Institute 
Graduate School of USDA 
Graduate School of USDA 
Spyridon Nicolas Granitsas 
Greer Technical Institute 
David J. Grossman 

Konstantin P. Grubesic 
Robert F. Gueydan 

Gwen Gulcen 

Delfin Gurri 

Carlos H. Gutierrez 

Nessim Elias Habib 

Fred A. Hagel 

Fred C. Hagel 

Clarence H. Hall 

Clare B. Harbury 

Bernard J. Hargadon, Jr. 
Harvard Univ. School of Pub. Health 
Harza Engineering Co 
Territory of Hawaii 
University of Hawaii 

Bernard Hecht 

Lynn Helander 

Stanley Henemier 

Fred A. Henningsen 

The Hercules Powder Co. 

Jose Antonio Hervas 

Hoe Viet My Vietnamese-Amer. Assoc. 
Gertrude Mathilda Hohenemser 


COUNTRY 


Global 
Chile 
Korea 
Iran 
Iran 
Global 
Indonesia 
Global 
Korea 
Global 
Global 
Turkey 
Global 
O/FE Regional 
Global 
Global 
China 
Global 
Global 
Global 
Chile 
Global 
Global 
Iran 
Global 
Global 
Global 
Spain 
Global 
Global 
lobal 
Global 
Global 
Global 
Global 
Somalia 
Italian Somalia 
Uganda 
Global 
Columbia 
Global 
Far East Regional 
Fer East Regional 
Thailand 
Israel 
Brazil 
Pakistan 
Pakistan 
0/FE Regional 
Global 
Vietnam 
Global 


FIELD OF ACTIVITY 


Interpreter 
Housing 


Services 


Consultant-Industry 


Industry 
Industry 
Interpreter 


Services 


Consultant-Public Admin 


Interpreter 
Education 


Services 


Training-Public Admin, 


Training 
Education 
Agriculture 
Agriculture 
Interpreter 
Interpreter 
Engineering 
Interpreter 
Interpreter 
Interpreter 
Housing 
Interpreter 
Evaluation 


Services 
Services 


Services 
Services 
Services 


Services 


Public Administration 


Training 
Corres 
Interpreter 
Training 
Interpreter 
Interpreter 
Interpreter 
Interpreter 
Interpreter 
Interpreter 
Interpreter 
Agriculture 
Agriculture 


Courses 


Services 


Services 
Services 
Services 
Services 
Services 
Services 
Services 


Consultant-Mining 


Interpreter 


Services 


Industrial Management 
Public Health 


Engineering 
Training 
Education 
Industry 
Education 


Public Administration 
Public Administration 


Survey -Urea 
Interpreter 


Process 
Services 


Language Training 


Interpreter 


Services 
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CONTRACTOR 
—— 


A. F. Holden Co. 
Dr. Leon F. Hough 
Gladys Diaz-Romero Houston 
Howell and Company 
Mab Huang 

Barbara E. Hubner 


Charles 


B. Hursh 


Hydrocarbon Research, Inc. 
Hydrotechnic Corporation 
Hydrotechnic Corporation 


Jaime G 


Universi 


Univers 


Tbran 


ty of Idaho 
ity of Illinois 


Rares of Illinois 
ty of Illinois 
tntveradter of Illinois 
University of Illinois 
Indemnity Ins. Co. 


1iversi 


Indiana 
Indiana 
Indiana 
Indiana 
Indiana 
Indiana 
Indiana 
Indiana 
The Indu 
Alfredo 


s 
+4 
institu 


University 
University 
University 
University 
University 
University 
University 
University 
stry Inst 
Infante 


— rer. Inst 


Assn 
Assn 
Dev 
Dev 
Dev. 
l. Dev 
Dev 


of No. America 


of Beirut 


te of Contemporary Art 
of Agric. Sciences 
of Chiefs of Police 
of Chiefs of Police 
Services, Inc. 
Services, Inc. 
Services, Inc. 
Services, Inc. 
Services, Inc. 


International Eng. Co. 
International Film Bureau, Inc. 
Educational Fdn. 
Educational Fdn. 
Educational Fdn, 
Educaticnal Fdn. 


SBE seas s 
ce ct ct ct ct ct 


B 


BBB 
ct ct 


= 
ct ct 


oe oe oe oe ne eed: 


d Educational Fdn. 


Educational Fdn. 
Educational Fdn. 
Educational Fdn. 
Educational Fdn. 
Educational Fdn. 
Educational Fdn. 


COUNTRY 


Spein 
Yugoslavia 
Global 
Vietnam 
Global 
Global 
Nyasaland 
China 
Ceylon 
Vietnam 
Global 
Global 
Global 
India 
India 
India 
India 
Global 
Brazil 
Indonesia 
Korea 
Pakistan 
Pakistan 
Thailand 
Thailand 
W. Nigeria 
Tran 
Global 
Tunisia 
Latin America 
Global 
lobal 
Bolivia 
Chile 
Guatemala 
No. Nigeria 
W. Nigeria 
Pakistan 
Global 
Columbia 
Columbia 
Columbia 
Columbia 
Columbia 
El Salvador 
Honduras 
Honduras 
Japan 
Japan 
Korea 


FIELD OF ACTIVITY 


Equipment 
Horticulture 
Interpreter Services 
Electric Power Dev. 
Interpreter Services 
Interpreter Services 
Agriculture 
Engineering & Construction 
Engineering 
Engineering & Construction 
Interpreter Services 
Agriculture Training 
Agriculture Training 
Agriculture 
Agriculture 

Equipment Purchase 
Engineering 

Insurance 

Training 

Public Administretion 
Public Health 
Education 

Public Health 

Public Administration 
Education 

Audio Visual 

Industry 

Interpreter Services 
Industry 

Agriculture 

Training 

Trng. ICA Advisors 
Agriculture 
Agriculture 
Agriculture 
Agriculture 
Agriculture 
Engineering 
Procurement of Films 
Training - Engineering 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 
Engineering Training 





CONTRACTOR 


3s 


3 
tad 


Road Educationa 

Road Educational Fdn. 

Road Educat Fdn. 

Road Educat Fdn. 

Road E Fdn. 

Road | Fdn. 

Road Fdn. 

Road Ed Fdn. 

int. Road Educational Fdn. 

Int. Road Educational Fdn. 

International Vol, Services, Inc. 

International Vol. Services, Inc. 

International Vol. Services, Inc. 

Iowa State College 

Iran Foundation, Inc. 

Peter Jacobsohn 

Japan Productivity Center 

Dr. Mex C. Jensen 

Fortuno F. Jerace 

Johns Hopkins University 

Johnson, Drake & Piper 

Johnson & Johnson, Engrs.-Architects 

Joint Commission on Rural Reconstruction 
in China 

Kanses State College 

Kanses State College 

Ayhan Faiz Kaymak 

Sophia A, Keeler 

Walter O. Kemmsies 

University of Kentucky 

University of Kentucky 

University of Kentuc 

University of Kentucky 

Timothy King 

Richard G. Koegel 

Korea Shipping Corp. 

Jeck Krigeman 

Kuljian Corporation 

Lawrence Han-Ching Kuo 

L de R Corporation 

La Concorde 

Doneld F. Lane 

Arthur Rufus Laney, Jr. 

Henriette Odile Lazou 

Pierre Legai 

Leonard Wood Memorial for 
Eradication of Leprosy 

David Levintow 
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ional 
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co co co 
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Road 


COUNT 


Mexi 


Siveria 
Per 
Spain 
Thailand 
Turkey 
Vietnam 
Vietnam 
Vietn 
Laos 
Laos 
Vietnam 
Global 
Iran 
Global 
Global 
Yugoslavia 
Spain 
Global 
Vietnam 
China 
Vietnam 


Global 
Indie 
Global 
Global 
Global 
Guatemala 
Indonesia 
Indonesia 
Global 
Global 
Vietnam 
Korea 
Global 
India 
Global 
Indonesia 
Tunisia 
British Honduras 
Chile 


FIELD OF 


Engineering Trai 
Enginec: re 
ingineer i 


Engineer i 


Engineerin 

Engineeri 

Engineering i 
Engineering Training 
Community Development 
Education 

Community Deve Lonment 
Agriculture Training 
Public Health 
Interpreter Services 
Interpreter Services 
Consultant - Irrigation 
Tourian 

ICA Personnel Tra 
Construction 
Engineering 
Agriculture 


ining 


NAng 


Agriculture 
Agriculture 
Interpreter 
Interpreter 
Interpreter 
Agriculture 
Education 
Agriculture 
Agriculture 
Interpreter Services 
Agriculture 

Industry 

Interpreter Services 
Power-Communications 
Interpreter Services 
Audio-visual 
Insurance 

Industrial Training 
Industrial Training 
Interpreter Services 
Interpreter Services 


Training 


Services 
Services 
Services 


Public Health 
Labor 





SONTRACTOR 


argaret K. Lim 

rmando S. Lima 

Litchfield, Whiting, Panero 
Severud & Associates 

litehfield, Whiting, Panero 
Severud & Associates 


ansour Lotfi 
louisiana State Univ. & Agric. & 
Mechanical College 
rvices Louisiana Univ. & Agric. & 
rvices L College 
[rrigation 


Training ‘ 
wy Heinz Lunau 
ran World Relief, Inc. 
& T Company 
MacDaniels 
Jalil Manmoudi 
} y of Maine 
Giannee C, Mangravite 
Ruben Dizon Manio 
Fedro V. Manlangit 
Theodore Manzano 
Edward S. Marnon 
Haydee Maria Martin 
University of Marylend 
Commonwealth of Massachusetts 
University of Massachusetts 
University of Massachusetts 
Frank Mayer Int'l., Inc. 
H. B. Maynard & Co., Inc. 


rvices 


rvices 
ations 


rvices ‘ 
McGraw Hydrocarbon 


F, H. McGrew & Hydrocarbon, Inc. 
McGregor & Werner International 
McIntosh Leboretory, Inc. 

John H, McMichael 

Medical Center Designers, Inc. 
Cicero A. L. Mendes 

Ruperto Mendieta 

Mennonite Central Committee 
Michael Nathan Mervin 


ining 
ining 
rvices 
rvices 


COUNTRY 


Global 
Global 


Tran 


Thailand 
Global 
Vietnam 
Global 
Global 
Global 
Israel 
Global 


Costa Rica 


lobal 
Spain 
Korea 
Global 
Global 
Germany 
Korea 
Yugoslavia 
Global 
Global 
Global 
Vietnam 
Vietnam 
Global 
Yugoslavia 
Global 
Global 
Pakistan 
Japan 
Global 
Ceylon 
Japan 


Korea 
Korea 

Laos 
Vietnam 
Costa Rica 
Vietnam 
Global 
Global 
Paraguay 
Global 


FIELD OF ACTIVITY 


Interpreter Services 
Interpreter Services 


Engineering 


P istration 
Interpreter Services 
Consultant-Civil Aviation 
Interpreter Services 
Interpreter Services 
Interpreter Services 


Interpreter Services 


Public Health 


Agriculture 
Interpreter Services 
Interpreter Services 
Ocean Freignt 
Public Administration 
Consultant - Agriculture 
Interpreter Services 
Agriculture 
Interpreter Services 
Consultant-Civil Aviation 
Consultant - Motion Pictures 
Interpreter Services 
Industrial Management 
Interpreter Services 
Agriculture Training 
Public Health 
\riculture 
Agriculture Training 
Industry 
Consulting Services-Snall 
Business 
Eng. & Construction 
Memt. Opers. & Training 
Information Media 
Radio Engineering 
Consultant-Agriculture 
Public Health 
Interpreter Services 
Interpreter Services 
Highway Development Trng. 
Interpreter Services 











2 AC TY 
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Metallurgical Research & Dev. Co. 
Metcalf & Eddy 
Michigan Associates 
Michigan State Umversity 

higan State University 
ichigan State University 
chigan State University 
chigan State University 
Michigan State University 
University of Michigan 
University of Michigan 
University of Michigan 
University of Michigan 
Midland Cooperatives, Inc. 
Franklin T. Miller 
Miner & Miner Consulting 
University o 
University of Minnesota 
Ricardo Antonio Mira 












v 





State College 
State University 
Missouri 
41 ssouri 
V ogensen 
Melville A. Monk 
Jacqueline Montagu 
vontana State College 
Sylvia Maria Moraes 
Carroll C. Moreland 
snare International 
Morrison-Knudsen International 
werner 1. Mueller 
The L. E. Myers Co. 


Aurelio R. Narganes 

National Academy of Sciences 
tional Academy of Sciences 
tional Academy of Sciences 
tional Academy of Sciences 
tionai Academy of Sciences 
tional Academy of Sciences 
tional Academy 
tio 
t 
t 


, 


, 


N of Sciences 
National Catholic Welfare Conf. 
Natiinal Catholic Welfare Conf. 
National Education Assn. 

National Institute of Labor Educ. 
Near East Foundation 

Near East Foundation 

Near East Foundation 


COUNTRY 


> 


Nepal 
Haiti 
Korea 
Global 
Global 
Brazil 
Brazil 
Vietnam 
Ee Nigeri ia 
Global 
Brazil 
O/FE Regional 
Japan 
Global 
henya 
Lebanon 
Korea 
Global 
rLobal 
obal 
Global 
Global 
India 
Pakistan 








Africa 

Latin America 
O/LA Regional 
Chile 

Global 

Spain 
Vietnam 
Global 

Global 

Ghana 

Jordan 

Korea 


Engineering 

Public Health 
Sanitation 

Training 

Agriculture Training 
Public Administration 
Pub Administration 
Administration 


vy 
n 


Q 


ub 


roa 


Edt 


Re 


» 
Oo 


Qf Fe 
g @  }- 


a 


rch-Nuclear Energy 


Education 

Education 

Public Administration 
Agriculture 
Agriculture 





ture training 
eter Services 
ture Training 
ture 
ture Training 
ture 





terpreter Services 
ublic Administration 


struction 











Interpreter Services 
Interpreter Services 
Training-Atomic Energy 
Training 

Engineering & Science 


Agriculture 

Natural Science Research 
Industry 

Professional Membershi; 
Ocean Freight 

Ocean Freight 
Professional Membership 
Labor 

Community Development 
Community Development 
Comminity Development 


ces 


ces 
nergy 


ence 


esearcn 


New Hampshire 
New Hampshire 


ollege 


voilege 
College 


a 7 S 
Carolina 


College 


iversity 


2927 


COUNTRY FIELD OF ACTIVITY 


Global Agriculture Training 


Turkey Agriculture 


Global Interpreter Servi 


Peru Educati 
lobal 

Global 

Global 

Austria 

Isreel 

Globa l 

Global 

Peru 

Peru 

Peru 

Global 

Liberia 

Tunisia sons 

Spain Indus 

Global Interpreter 

Global 

India 

India 

Western Nigeri 

Nigeria 

Global 


Fthi 


Ethiopia 


ny 


Global 
Thailand 
Korea 


 & 


HHH eS 


Pakistan 
Pakistan 


reakista 


Ta 


inir 


eS 








CONTRACTOR 


Cid Bueno Patricio 
Lyle Blanchard Pember 
Pennsylvania State University 
Pennsylvania State University 
The Philco Corporation 
lerce Management Corp. 
Manual Pinto 
Malco’m Pirnie Engineers 
University of Pittsburgh 
Plywood Research Foundation 
George Polychroniades 
Prairie View A & M College 
Leonard C. Price 
Public Admin. Clearing House 
Public Admin. Service 
iblic Admin. Service 
ublic Admin. Service 
Commonwealth of Puerto Rico 
Commonwealth of Puerto Rico 
Imiversity of Puerto Rico 
Purdue University 
Purdue University 
Purdue University 
Alice Queffelean 
RCA Service Corporation 
Rafeel Ramos 
Michel Henri Ras 
Raymond Construction Corp. 
Raymond Constructors of Africa 
Thomas J. Raymond 
Gigliola Regal 
W. A. Reiner & Associates 
Otto Reischer 
Alfonso Rey 
University of Rhode Island 
Riblett Tramway Company 
Cornelius T. Richardson, Jr. 
Manuel Riveros 
Wilson 
Patricio Rodriguez 
Rogers Engineeri 
Joachim 0. Ronall 
Robert Walter Roussel 
Paulette Ro 
Rural Sociolog 
Rutgers Univer 
Ferd Rydel 
Charles Saenz-Pena 





IV 


7 ts 
Company 








ical Society 
sity 


COUNTRY 


Global 
Philippines 
Global 
Latin America 
Korea. 
Korea 
Global 
Lebanon 
Chile 
China 
Global 
Liberia 
Brazil 
Global 
Afghanistan 
Haiti 
Thailand 
Globa 
Global 
Global 
Brazil 
China 
Global 
Globel 
Indonesi 
Global 
Global 
Thailand 
Sudan 
Spain 
Globa 
Japan 
Globa! 
Global 
Globa! 
Nepal 
Uganda 
Global 
Global 
Global 
Thailand 
Global 
Global 
Global 
Global 
Global 
Pakistan 
Globa 


FIELD OF ACTIVITY 


Interpreter Services 
Training 
Agriculture 
Education 
Industry 
Mining 
Interpreter Services 
Engineering 

Labor 

Industry 

Interpreter Services 
Education 

Education 

Pub. Adminis. Training 
Public Administration 





Public Administration 
Public Administration 
Training 

Training 

Agriculture Training 
Agriculture 
Engineering 


Agriculture : 2 
Interpreter Services 
Public Safety 
Interpreter Services 
Interpreter Services 
Construction 
Construction 





Consultant-Public Admin. 
S 


Interpreter Service 
Industry 

Interpreter Services 
Interpreter Services 
Agriculture Training 
Engineering 

Industry 

nterpreter Services 
Interpreter Services 
Interpreter Services 
Engineering 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Professional Membership 
Agriculture Training 


= 


Interpreter Services 





Y 





S’ 


nnnza<dt<awmnnwnower tc 





ices 


ices 


nining 
ation 
ation 
ation 


iing 


Ling 
ices 


ices 
ices 


> Admin. 


ces 


ces 
ces 


ing, 


ces 
ces 
ces 


ces 
ces 
ces 
ership 


. Admin. 
ces 


CONTRACTOR 
———— 


Oscar Salcedo 

Dirghan Salhi 

Monica Prado Samsonoff 

Joaquin C. Santorromana 

Simone Schneider 

Johan G. Ten Houten 

Carlos A. Guevara Scott 

Cecila Margarita Segarra 

William Gordon Shaw 

Chuan Sheaweevongs 

Rinn-Sup Shinn 

Richard M. Siegel 

Charles C. Sigerfoos 

Lili Skibsted 

Frank W. Smith, Jr. 

Smith, Hinchman & Grylls 

Smith, Scherr & McDermott 
itn, Scherr & McDermott 

Society of American Foresters 


il Conservation Soc. of America 


Soil Science Society of America 

Ernestina L. Solares 

Leonardo R. Somarriba 

South Dakota State College of 
Agri. & Mech. Arts 


University of Southern California 
JIniversity of Southern California 
University of Southern California 
miversity of Southern California 


Southwest Research Institute 
Government of Spain 

Special Wheat Transport Co. 
Spring Garden Institute 
Standard Vacum Oil Co. 

Stanford Research Institute 
leland Stanford Jr. University 
leland Stanford Jr. University 
Stanley Engineering Co. 

State University of New York 
State University of New York 
State University of New York 
E. B. Steele Co. 

Vladislaw A, Stergar 

Virgil H. Stevens 

James H. Stevenson 

Maxey Wilburn Stevenson 

Stone & Webster 

Surveys & Research Corp. 
Surveys & Research Corp. 


COUNTRY 





Global 
Global 
Glogal 
Vietnam 
Global 
Tunisia 
Global 
Global 
Global 
Global 
Global 
Israel 
Costa Rica 
Global 
Korea 
Korea 
Japan 
Korea 
Global 
Global 
Global 
Global 
Global 


Global 
Brazil 

Iran 
Pakistan 
Pakistan 
Spain 
Global 
Yemen 
Turkey 

Laos 

Iran 

Chile 
Philippines 
Liberia 
0/LA Regional 
Israel 
Philippines 
Afghanistan 
Global 
Pakistan 
Pakistan 
Korea 
Turkey 
Global 
Korea 


FIELD OF ACTIVITY 


Interpreter Services 
Interpreter Services 
Interpreter Services 
Consultant-Civil Aviation 
Interpreter Services 
Industry 

Interpreter Services 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Interpreter Services 
Industry 

Industrial Development 
Interpreter Services 
Education 

Engineering 

Industry 

Industry 

Professional Membership 
Professional Membership 
Professional Membership 
Interpreter Services 
Interpreter Services 


Agriculture Training 

Public Administration 

Public Administretion 

Public Administration 

Public Administration 

Industry 

Interpreter Services 

Transportation 

Education 

Miscellaneous 

Industry 

Education 

Education 

Engineering 

Education 

Agriculture 

Agriculture 

Engineering 

Interpreter Services 

Public Administration 
isheries 

Education 

Engineering 

Multi-Field 


Public Administration 














o 
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CONTRACTOR 


Jennings Ling 

Edward A. Wood 

George A. Woodruff 

The Work-Factor Co., Inc. 
World Relief Commission 
Russel Wright Associates 
Russel Wright Associates 
Klaus G. Wust 

University of Wyoming 
University of Wyoming 
John John Yannicos 
Micheel Y. Yoshino 
National Board of the YWCA 
S. G. Yulxe Co., Inc. 

S. G. Yulke Co., Inc. 
Sula J, Zacharias 

Frank R. Zacher 

Peter Zanelia 


Stanislav A. Zaziechowski 


COUNTRY 


Global 
Global 
Kenye 
Japan 
China 
China 
Vietnam 
Global 
Afghanistan 
Global 
Global 
Global 
Ethiopia 
Global 
India 
Global 
Korea 
Global 
Global 


FIELD OF ACTIVITY 


Interpreter 
Interpreter 
Agriculture 
Industry 


Services 
Services 


Voluntary Relief 


Industry 
Industry 
Interpreter 
Multi-Field 
Agriculture 
Intervreter 
Interpreter 
Education 
Industry 
Industry 
Interpreter 
Mining 
Interpreter 
Interpreter 


Services 
Training 


Services 
Services 


Services 


Services 
Services 
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UNLIQUIDATED OBLIGATIONS, AFRICA AND EUROPE 





(The following information was supplied in response to questioning 
on p. 1507:) 





Expenditure analysis, technical cooperation program, African and European countries 







{In thousands of dollars] 













Estimated | Estimated 
Country | unliquidated | unliquidated 
obligations, | obligations, 
June 30, 1960 | June 30, 1961 
















Europe 
Yugoslavia_ - os . és cialis eth at — : ehawle 2, 200 | 3, 100 
, 000 800 






Spair 


-_ 














Europe total_- 3, 200 | 3, 900 
Africa 

Ethiopia pion 4, 400 4, 600 
Ghana : 750 750 
Guinea--... 300 700 
Liberia ne : 2, 500 2, 400 
Libya E 900 900 
Morocco ‘ ' 500 700 
Nigeria 2, 032 2, 857 
Somalia 700 900 
Sudan 2, 500 3, 600 
Tunisia . 2, 200 2, 300 
Central and east Africa 1, 128 1, 498 
West Africa 900 
Africa regional 640 245 










Africa total 18, 550 22, 350 


ICA Liatson EmpLoyers In LONDON 





(The following information was supplied in response to interroga- 
tion on p. 1522:) 

There are two U.S. employees located in London whose salaries and allowances 
are as follows: 
ICA liaison officer 


Salary, $11,000; allowances (quarters), $2,500; education, $1,050 (three chil- 
dren ). 






















Secretary 

Salary, $5,355; allowances (quarters), $1,500. 

Their duties are: 

ICA: The liaison officer is the point of contract between ICA and the United 
Kingdom Government on technical and economic assistance programs for the 
British territories in Africa. These include Nigeria, East Africa (Kenya, 
Uganda, and Tananyika). the Federation of Rhodesia and Nyasaland, and Sierra 
Leone. ICA programs initiated and implemented in these territories are con- 
ducted with the approva! of the United Kingdom Government which reviews 
and approves each project. Accordingly, the liaison and program office must 
be maintained in London. The liaison officer reviews economic developinent pro- 
grams of the territories, works with the Colonial Office and Rhodesia House in 
the presentation of new projects for ICA assistance, provides assistance in the 
implementation of approved projects, and reports to ICA, Washington, on the 
economic development of the territories. 

The ICA liaison officer also serves as the briefing and debriefing officer for 
ICA direct-hire and contract technicians traveling to and from the United King- 
dom African territories on permanent or temporary duty assignments. He 
arranges meetings for these technicians with British officials and counterparts 
for the purpose of better preparing and acquainting them with the problems 
facing them in their specific African assignments. In a similar manner, the 
ICA liaison officer is the official point of contact in the United Kingdom with 
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from the dependent territories who are traveling to the Unit 
States on ICA participant training grants All loan proposals submitted to the 
DLF from the dependent territories are funneled through the ICA liaison offic 
from the Colonial Office and Rhodesia House. This involves coordination respor 
sibility on DLE matters for the ICA liaison officer 

Secretary : Serves as secretary to the ICA liaison officer 







WHEAT 


INDIA AGREEMEN 









(The following information was supplied in response to interro 
gation on pp. 1628 and 1656:) 
DEPAR MENT OF STATI 
Washington, D.C., May 19, 1960 
Hon. Orro E. PassMAN, 
Chairman, Subcommittec on Foreiqg Operat ONS Hous 1) propr ations Cor 
mittee, Houses of Representat res 


Dear Mr. PASSMAN: Reference is made to the testimony before the Subcon 







mittee on Foreign Operations of the House Committee on Appropriations 01 
May 6 by Messrs. John E. Murphy and Harlan P. Bramble of the Department 


of State In that session Repre sentative Garv asked whether or not India ha 









offered to buy wheat and rice for dollars under a long-term loan arrangement 





at 2 percent interest, but had been led to request instead a purchase for rupees 
under title I of Public Law 480 Both Mr. Murphy and Mr. Bramble deni 
knowledge of an offer by the Government of India to buy unde long te 
dollar credit, that is, under title IV of Public Law 4S0 Re presentative Gal 
asked that the subcommittee be assured on high authority in the Department 
that no such offer was received from the Government of Ind This letter 















assurance 


another question put to Mr. Bramble concerning the form of 














he request of the Government of India for a new Public Law 480 agreement 











t 1} ’ ’ ‘ ‘ , i ? Y 
\p (, 1960 Che aide memoirs t only made clear that India could not spare 


uture foreign exchang 


ge for food imports; it so expressed the value tl 


t 


ie desire to use the 


ft 
Government of India put on this and foregoing Public Law 480 agreements al 
! he | 


Ocal CUrrencs derived rol the transaction mm accordance 


with title I procedures 
















The Department of State has recently learned that members of Congres 
uring discussions in New Delhi in September 1959 with Mr. Patil, Ministe 
Food and Agriculture, described in general terms the provisions of new title I 
Public Law 480 It is possible that at that time Mr. Patil expressed an interes 
in this new program although the text of title IV which became effective Se 
tember 21, 1959, had not yet been made available for study by the Government 
India When the language of title 1V as enacted was received the Embass 
in New Delhi it was transmitted to Mr. Patil. At no time did he indicate ar 
uterest to the Embassy or to the Department of State on the part of the Gover 


men of India in a credit transaction repayable in dollars 
l hope this answers the polnts raised Dy the subcommittee If he matter 
is not clear, please do not hesitate to call on me 


sincerely yours, 


ESTIMATED NUMBERS AND Costs OF PEopLE EMPLOYED oR PARTICIPATIN 
IN THE Murua Securiry Program 


(The following information was supplied in response to interroga 
tion on pp. YOU, YY, and 1126 of }t | oft the hearmges and p 1364 ol 
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Estimated number of people, June 30, 1961, estimated cost, fiscal year 1961 


Personnel participating in ICA activities : 
International Cooperation Administration : 
U.S. nationals paid directly from MSP funds: 
os NTIS 5 i eee See ee 
Field (including field complement) —~------~-- 


Subtotal 


Foreign national paid directly or indirectly from MSP funds 
Foreign nationals paid from non-MSP sources (trust funds) 


SIUM AERC nO Soo ees ee re ie eee ee ed ee 
Personnel employed by contractors receiving MSP funds 


Subtotal Si essa J a 
Personnel of other Federal agencies: Personnel paid directly or 


indirectly from MSB funds__-_ a Facer 7 


Total estimated personnel paid directly or indirectly from 
MSP funds__- : Snead 


Estimated cost, in thousands of dollars and/or dollar equivalent, 
of personnel participating in ICA activities : 
Paid directly or indirectly from MSP funds-_ 
Paid from non-MSP sources (trust funds) 


Total estimated cost 


Development loan fund : 
Personal paid directly or indirectly from MSP funds- 
ICA employees being reimbursed by DLF included in ICA figures 
Personnel employed by contractors receiving MSP funds__---~ 


Total estimated personnel paid directly or indirectly from MSP 
funds eee hectare asa ae eee eee bis 

Estimated cost, in thousands of dollars and/or dollar equivalent, 

of personnel participating in DLF activities who are paid di- 
rectly or indirectly from MSP funds_ sett aes 


Department of State: 
U.S. nationals paid directly or indirectly from MSP funds: 
Departmental 
Foreign Service overseas 


Subtotal___-_~- ae i 
Foreign nationals paid directly or indirectly from MSP funds 


Total estimated personnel paid directly or indirectly from MSP 
funds sian —— cacenl Sites ites Dies 
Estimated cost, in thousands of dollars and/or dollar equivalent, 
or personnel participating in Department of State MSP activi 
ties pair directly or indirectly from MSP funds___- * $33. 


See footnotes at end of table, p. 2936. 
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Estimated number of people, June 30, 1961, estimated cost, fiscal year 1961—Con 


Department of Defense: 
U.S. nationals paid directly or indirectly from MSP funds: 








ec ganas epic di elit 10, 252 
Foreign nationals paid directly or indirectly from MSP funds- 2, 546 
Personnel employed by contractors receiving MSP funds___-- (*) 














Total estimated personnel paid directly or indirectly from MSP 
funds__ : 12, 798 
Military personnel participating directly or indirectly in MAP 
activities, where pay and statutory allowances are paid from 
military department appropriations seats intataei 9, 214 








Total estimated personnel paid directly or indirectly from 
MSP and military department appropriations_- bis 22, 012 





Estimated cost, in thousands of dollars and/or dollar equiv- 
alent, of personnel participating in Department of Defense 
MSP activities: 
Paid directly or indirectly from MSP funds _ $42, 195 
Paid from non-MSP sources Sh, 054 














Total estimated cost_ 





Recapitulation : 
Estimated number of personnel paid directly or indirectly from 
MSP funds (including contract employees) ee 31, 030 
Estimated number of personnel participating in MSP whose sal- 
ary is financed from non-MSP sources 12, 564 





Total estimated number of personnel participating in MSP_ 43, 594 
Total estimated cost, MSP funds_____.________~_ sa $251,545 







Total estimated cost, non-MSP funds_____________________ $92, 454 








Foreign nationals receiving training under MSP: 
Estimated foreign nationals receiving training under MSP: 

International Cooperation Administration_- 10, 439 

Department of Defense ass : 18, 029 










Total estimated foreign nationals receiving training under 
ESE SRE Ieee ee ees ee eee sak 28, 468 











Estimated cost, in thousands of dollars and/or dollar equivalent, 
of foreign nationals receiving training under MSP: 


International Cooperation Administration________________ $42, 236 
Department of Defense D9, 397 





Total estimated cost. Z : 101, 633 


















Includes contracts financed under administrative expense limitation Does not include 
estimated employment by borrower's contractors financed under DLF loans. Information 
on employees paid under contracts not available and it is impracticable to estimate 

2 Includes $8,300,000 direct section 411(c) fiscal year 1961 budget estimate and 
$15,200,000 reimbursement from ICA and DOD. 


* Information on employees paid under contracts not available and it is impracticable t 
estimate 
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List oF Instirurions Utinizep ror MutruaL Securiry ProGRaAM 
EpUCATIONAL AND TRAINING PURPOSES 


(The information following was supplied in response to questioning 
on p. 1013 of pt. 1 of the hearings :) 


The listing of institutions utilized for educational and training purposes 
includes all colleges, universities, trade schools, management institute courses, 
seminars or other training institutions participating in any training or education 
under the mutual security program for fiscal years 1957 through 1960 and 
projected for fiscal year 1961. For reporting purposes, the listings for each 
mutual security agency have been developed in two categories. art I lists 
the institutions used for the education and training of U.S. Government em- 
ployees and officers as well as foreign nationals employed by the U.S. Govern- 
ment. Part II lists the institutions used for the education and training of 
foreign nationals, who are not employed by the U.S. Government, such as 
trainees and participants. 

Asummary of agencies reporting follows: 


Total num Category reported 
Department reporting ber of 
institutions 
Part I Part I 


9 


Department of Defense ? é X xX 
Development Loan Fund ’ ; 

International Cooperation Administration 3___ 

Department of State 4 


Total number of institutions represents the number of separate educational and training institutions 
reported by each Department. Where the same institution is listed on both pts. I and II of an agency’s 
report, it is counted as 1 institution for this recapitulation total by agency. 

? Department of Defense has submitted separate reports (pt. II) for the training of foreign nationals under 
each service; i.e., Air Foree, Army, and Navy. 

‘Includes training institutions used by other Government agencies in carrying out the mutual security 
program at the request of the International Cooperation Administration. 

‘Funds appropriated under sec. 411(c) have not been used for the training and education of personnel 
Institutions used for training under the following program of ‘‘Atoms for peace’ are reported by the Interna 
tional Cooperation Administration. 
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Phe following was requested on p. 1460:) 


RECONCILIATION OF STRENGTH FIGURES 


e 


On May 3, 1960, the President in a message to Congress made the following 


* * to assist the military forces of the free world, Comprising 5 million 
oldiers, 2,200 combatant ships, and 80,000 aircraft. 


[he President was obviously omitting U.S. forces and was referring only to the 
forces Of our allies in the free world 
————__ On May 2, 1960, the President made a similar statement before the Committee 
r International Economic Growth and the Committee To Strengthen the 
Frontiers of Freedom: 
a Important it is that our allies contribute 5 million soldiers, 30,000 air 
nes, and 2,200 combatant ships to the common defense of freedom.” 
ee I he “Mutual Security Program Fiscal Year 1961 Estimates—Worldwide 
Sul iry Statements,” pages 33 and 34, and “Mutual Securify Program Fiscal 
Year 1961 Estimates—Military Assistance Functional Presentation,” pages 4 and 
), the following statement appears: 
Nhe active strength of the army ground forces of our allies and other 
div nations which have assumed a role in the free world defense under 
tary assistance agreements has increased from 3.5 million men in 1950 
£9 million men in July 1959: active and reserve combatant ships in theit 
es have incrersed from 1,200 in 1950 to 2,300 in 1959 (with some 1,800 
the active fleet or supporting activities). Their aircraft have increased 
a total of 17.000 in 1950 to about 29.000 in 1959 rhe increase in the 
component has been even more striking—from 600 in 1950 to almost 
—a 14.000 in July 1959." 
Phe figures in the last quotation differ from the figures used in the President’s 
dre as follows 
The number of soldiers in the President’s figures are quoted at “5 millior 
na the congressional presentation document at “4.9 million.” The numbet 
lanes in the President's figures are quoted at °30,000" and in the con 
g nal presentation at “about 29,000." The President's figures represented 
ding of numbers to easily remembered orders of magnitude In the case 
batant ships the President quoted “2,200° whereas the figure in the con 
gres hal presentation document is “2.300." The exact number is a classified 
eee here Hiowever for purposes of unclassified discussion, it is permissible to 


the nearest 100 This has been done in both figures quoted with the 
figure representing such rounding on the current estimate, while the 


sional presentation document figures represents such rounding of the 


figure for July 1959 


ALLOCATIONS From trHeE CONTINGENCY FUND, DEFENSE SUPPORT ANI 
SPECIAL ASSISTANCE FuNbs, Fiscan Years 1959 anp 1961 


Lhe following information Wis requested by Mr. Pas Hilal Ol, Pp 


dot and 1547:) 


\ itions in fiscal vear 1961 from the contingency fund will be dependent o1 
he priority requirements and the emergencies which develop during the coming 
fise year At the present time no firm requirements have been developed 
Further details regarding the programing of contingency funds in fiscal yea! 

; 196 re set forth in the worldwide summary statement on pages 168° and 
} 164 d in the statement of the Honorable John ©. Bell (p. 2153) 











A llocations from continge ney fund, fiscal year 1 5g} 
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Allocations from defense support funds, fiscal year 1959 } 


[In thousands of dollars] 


| Cumula z( Cumulative 
| tive fir He! igh imounts 
| amounts ( 

pro- 


} Zramed? 


i reimbursements 


000 
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Cost or Forrtian Atp In Fiscat YEAR 1959 


Norr.—Mr. Passman refers readers to pp. 1550, 1551, and 1552 of 

Cumuls the record of the hearings, for a review of the information which he 

tive fing submitted and his comment with relation thereto. He also inserts at 

"pro: this point in the record the complete text of the letter which he had 

fiend received from the Library of Congress summarizing the costs of 
U.S. foreign aid for fiscal year 1959. 

200, On (The letter referred to follows:) 


THE LIBRARY OF CONGRESS, 
4 LEGISLATIVE REFERENCE SERVICE, 
; Washington, D.C., April 1, 1960. 
208, 3 Hon. Orro E. PASSMAN, 
House of Representatives, 
Washington, D.C. 


00 ‘So Drak Mr. PASSMAN: In compliance with your request of March 29, 1960, I am 
10, 004 forwarding to you herewith a study of estimates of U.S. Government external 
assistance for the fiscal year 1959. 
ft 2 4] The details and methods used in arriving at the figures which I am submit 
20 ting t you are outlined within the body of the accompanying presentation 
- j However, for your convenient reference, a tabulation of the estimates is sum- 
a marized below: 
i An 
54 44847 Mutual security program: 
50 Economic ts : si $1, 930, 400, 000 
we Military aati 2, 248, 500, 000 _ 
$4. 178, 900. OOO 
7, 50k Nonmutual security: 
a, Economie, including Public Law 480 Ex- 
port-Import Bank, contributions to 
6, 149 IMF, IBRD, ete., and other 2. 807, 000, 000 
1, 098 Military . 20, 100, OOO 
0 5 OM 2, $27. 100, 000 
1, OOF International agencies: Estimated U.S. portion of total 313, 200, 000 
iT 15 Exporter credits: By Export-Import Bank 9, 300, 000 
» 009 Estimated total, U.S. Government external aid, fiscal 
” 55 year 1959 ss ; = ; 7. 328. 500, 000 
It is emphasized that all of these loans and credits are gross figures. It is 
7 1, 275 pointed out also that with respect to the U.S. portion of assistance through 
- nternational agencies there is some possibility that the same money has been 
» 9205, 206 ted twice. 
= study being submitted does not include, of course, loans or grants on the 
#01 part of agencies which have been established since June 30. 1959 Neither does 
. it include U.S expenditures through the Department of Defense for overseas 
ring the fisea I tary construction, nor the amount of accumulated foreign currencies avail 
} lum ible for overseas assistance purposes 
cal year 1961 Sincely yours, 
hich $6,600 is Huon L. Evssrer, Director 
opean mult (The following material was submitted for the record in response 


he chairman’s statistical information and comment :) 
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ANNUAL Cost or U.S. ExTeRNAL ASSISTANCE 


The chairman has inserted into the record of hearings on the mutual security Ul 
program for fiscal vear 1961 “certified figures showing that our foreign-aid pro- 
gram is now costing us annually’—and I will have to use the last full vear to 0) 
which the figures are certified and that is 1959—$10,628,500,000."" 

In advancing this figure the chairman quotes portions of a letter received from 








T 
the Library of Congress as supporting $7.328,500,000 of the total. The chairman ray 
describes the balance of his total as “interest on what we have borrowed to give 
away since the end of World War II, using the average’’—and it is much higher 
today—"'$3,300 million.” 

Specifically, the comparison is as follows: 
Annual cost of foreign aid fiscal year 1959 T 
In millions of d 
( Executive 
f l ranch figur 
Net cost reign aid oR cw 
Inte portion of national debt “‘chargeable to fore sid \ - 
Total cost, fis« il year 1959 628 4 608 
rhis figure excludes $1,375 was paid for tt to Inte tior Monet y' 
Fund—an investment and a continuing asset rather tt sn annual cost of foreign aid. The last such su W 
ription was made in 194¢ If th amount were to be included the fiscal year 1959 net cost, the total ‘ 
would be $5,983,000,000 
There follows a detailed analysis of the chairman’s figures and the executive . 


branch figures. Since the chairman’s “total cost” 


t 


consists of two parts derived 
from independent sources, it appears appropriate to deal separately with each 
part. 

I. LIBRARY OF CONGRESS DATA 


The table of figures inserted did not identify a number of its component parts 
While the executive branch was unable to secure a copy of the original letter to 
the chairman, to enable it to identify the elements it entered into the $7,328- l 
500,000, staff members of the Library of Congress were fully cooperative in 
describing the conceptual approaches underlying their document. On the basis 
of these discussions, the executive branch has been able to reconstruct the 
identified elements in the table which the chairman inserted 


into the record as 
the Library of Congress “Estimated total, U.S. Government, external aid, fiscal 
year 1959, $7,3828,500,000.” 


four 


The Library of Congress total consisted of the following items: 


A. MUTUAL SECURITY PROGRAM 
Economic. 


ae reo £1. 980. 400, 000 
Military 


Ba nsees ; 2 948 500, 000 


Subtotal____~_- eee 1. 178. 900, 000 


As inserted into the record there is no indication as to what these mutual 
security program figures represent—obligations, appropriations, or expenditures 
In fact, they represent obligations, loan approvals, deliveries, and expenditures 
They were drawn from a document prepared by the executive branch, the pur 
pose of which was to show, ip a single consecutive series, by country, by region 
and in a total, all U.S. commitments from all aid instruments—not solely fron 
the mutual security program—during the postwar period. These figures repre 
sent gross commitments and take no account of any kind of repayment to the 
United States. 
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The executive branch document notes that, calculated on a gross basis, the 
security United States had undertaken the following commitments in fiscal year 1959: 
-aid pro- Million 
l year to Obligations for defense support, special assistance, and technical 

cooperation B1, 255. 2 
ved from Loans approved by the Development Loan Fund eee — 567. 1 
‘hairman Obligations for other mutual security program economic programs 
d to give (e.g. support of U.N. activities, refugee programs, ocean freight 
‘h higher for overseas movement of supplies donated by American voluntary 

relief agencies, and administrative cost of program operations) - 


Subtotal for mutual security program economic assistance 
The same document also shows actual military assistance program 
deliveries and expenditures for services performed during fiscal year 
1959. (Under sec. 108 of the MSA Act, 1956, as amended by sec. 106 
ert of the MSA Act, 1957, funds allocated to the Department of Defense 
ranch figure from any appropriation for military assistance must be accounted for 
by geographic area and by country solely on the basis of the value of 
materials delivered and services performed.) The subtotal of these 
military assistance program deliveries and expenditures for fiscal 
- year 1959 2, 248. 5 
4, 608 

Thus neither figure cited in the Library of Congress letter represents the fiscal 
1 Monstesr year 1959 cost of mutual security operations. Further, they are gross figures 
st such sub- which take no account of substantial loan repayments during the year and other 
st, the total reflows to the United States. Their total does not, of course, represent either 
the gross cost or the net cost to the United States of the mutual security pro- 

gram during fiscal year 1959. 


executive 
s derived Roe a 
: B. NONMUTUAL SECURITY 
ith each 
The figures cited for “non-mutual-security” external aid include $2,807 million 
for economic and $20,100,000 for military assistance funded from U.S. sources 
against the mutual security program. <A reconstruction of these figures shows 


nt parts. . : : 
pare the following items: 


letter to 
e $7,328. 1. Economic assistance: 
rative in (a) Public Law 480: Villion 
the basis (1) Title I: All portions of foreign currency proceeds of sales of 
the four surplus agricultural commodities under Public Law 480 which 
record as are reserved for loans or grants to foreign countries : $478. 5 
1id, fiscal (2) Title II: CCC cost of surplus agricultural commodities 
authorized for famine or other extraordinary relief require- 
ments plus ocean freight costs__ Sab cites tt a le 55. 9 
(3) Title III: CCC cost of donations of surplus agricultural 
commodities to voluntary relief agencies for contribution to 
. 400, 000 needy people abroad acatd odes arisen baseeecanssa. gr 
FOO, 000 itesaiaeamihain 
: * Subtotal, Public Law 480___--- iw sien 758.3 
3 900, 000 (b) Eximbank long-term loans: 
authorizations for long-term loans (5 years or more) by the 
Eximbank or by private financial institutions where loans are 
‘nditures guaranteed by the Eximbank, excluding short-term exporter 
nditures credits (cancellations and terminations have been deducted) 
the pur- (¢) Contributions to IMF, IBRD, ete.: 
y region, Increase in U.S. subscription to International Monetary Fund 
lely from (Public Law 86-48) , 375.0 
a as (7) Other: Inter-American Highway, special purpose fund_- 2.9 
‘hh oO 1e 


e mutual 


Subtotal, non-mutual security economic assistance sis. a 0 

-. Military assistance: Military equipment loans (minus activation 
cost which is included in MSP military) 
Total, non-mutual security assistance 


20. 1 
2, 827 


isjietcceatanayate Gece She 


As was the case with the Library of Congress data on the mutual security 
program, the economic data represent a close estimate of fiscal year 1959 com- 
Iitments (i.e., reservations of Public Law 480 currency to be generated during 





firmed 
The 


recons 


t 


accountin 


vear ol Clearly 
aordinary ri 


lai Vea 


il docu 


*t 


which 


Chon ¢ 


the 


‘ 


ted States 


rit 
uctions 


shows 


three agencies cited 


al difficulty with the 

Ss not great hac 

example of continuing u 
Ver, be ch 


LINE 
seit 
vy have already 


> oOnom 
arged to the 
san 


snares 


cost aid it 
bee li 


( harged I vea’rs 
ix | ide For } 


\ ini} the U.S 
the capital of the IMF which entered ] 


hat agency Was 


contributic 


\ 


) l » tl cal vear 
made in fiscal vear h ther items 
for prior years al t 


oni 


accounts o bution repre 
bv the United States Were the instituti ' 
wou vert to the «e« 
to show the 
the U.S. ] 


} j 
} 0 , l ved 
mitributors 


of the purpose of 
fiscal year 1959 hae 


‘ign aid, the 
portion of the operat : 


ernationa 





3069 


itutions D. EXPORTER CREDITS 


nal entry in the Library of Congress table represen 

ls repre t S. exporters in fiscal year 195 3 million 
es. The These credits were, of course, assistance to private American ex] 
entirely comparable to similar credits by a private bank. T 
foreign aid’ and are clearly inappropriate for inclus i 


the first 
Lonetary 
arry the 


es fiscal 


hey are 
‘fo 
ummarize, the table inserted by the chairman includes $322.5 million whicl 
er not foreign aid or has already been charged against prior year accounts 
lance of the data supplied by the Library of Congress, while i 
elements, is essentially a statement of cOmmitments, a substantial 
n” of op portion of which were already funded from prior year appropriations e.5 
as $8139 about one third of the military program ) No accounting is made of repay 
. I of principal on loans or the portion of counterpart 
nal doce ind sold for dollars, over $700 million in all 


at 


reserved for U.S. use 
The summation does not represent 
ortion of fiscal year 1959 foreign aid costs—net or gross 
yi 
hich the : 
1d State &. EXECUTIVE BRANCH POSITION 
ele =s 

it of the rhe 
ital capi 


has con- 


hairman has included in his estimate a wide range of activities entire 
the mutual security program, which is of course the 
consideration. While the basic purpose of the 


of these outside activities is not foreign 


legislation unde 
legislation underlying 
aid they do indeed serve 
te instruments of U.S. foreign policy. The 


as 
executive branch believes 


entirely appropriate to account for the full cost of all instruments of foreig 


neluding the mutual security program, year by year, and has consistent] 


the several instruments which constitute U.S. external assistance 
ext 


tablished by the Congress under widely varying legislation which i! 
f 


s for different funding and procedural handling. Some r 


require annua 
Millions ippropriations, others do not under law and accounting procedures vary, de 
$65 aa 


233. 4 


3 rdingly, there has been established in the executive branch a single 


yon the purposes they serve 


10 ocument which represents all of these activities. The Office of 
rs non in the Department of Commerce publishes a quarterly 
313.2 aie 

rrants and credits by the U.S 


Business Eco 
on all foreigi 
Government, to provide comparabjlity among tl 
of the several agencies. Sixty such reports have been prepared and 
rate: the ied, and the document is widely used by the Congress and 
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economi t utire fiscal year 1959. The following table, the details on which are draw! 
m aid it from that report (see tables A and B, pp. 2 and 3) provides 
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scal vear f farm products. In addition to the analysis of grants and ¢ 

her items includ a separate entry for U.S. investment in internation: 
on repre tutions (line 11) 


edits, the table 


dissolved comparison of this table with the chairman’s net 
urpose of triking disparity: for all forms of assistance, $7,328 
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ibility. the executive branch has omitted these 

iese to be taken into account, the net cost 
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Pasi I \ U.S Government foreign grants and credits and foreign assis ance 
throu yh the sale of farn prod cts, fiscal year 1960 
M f ul equivalent 
Vet grants a re Net 
iSSistance 
through 
| Ni ile of 
Pot rrants ! ts farm 
' a\ 
( | Or 2 ( 4 ( } ( 
Militar 162 2, 162 2. 162 
2) OT ra 2, 409 2, 239 1, 63) 608 17 
Line 4 Mutual Security Act 1, 55] 1, 339 1, 152 187 2\1 
; Pr c Law 480 837 58 5 779 
I ( f k xport Import Bank 708 TOR TO 
| 7 Othe te tr 160 
I 8) I gn currency grants and credit 682 3t S| 682 
Line (9) Less: Repayments and recoveries N4/ 709 4 668 138 
I ( ( Lota ints and credits 4.57 4.4 793 HOS 7 
l I Invest ternatior finan 
nstitutions 1 27 
I 2 ira t iff 
Net short-term claim n foreign currency acquired by U.S. Government under agr litural Sales pro- 
grams ‘ short-teri i tle 1or urrencies advanced vy forelg governi \ ig 
ultura 1 i ( 
ss than $500,000 
Increase in subscription to International Monetary Fur 
Il, INTEREST PAYMENTS TREASURY DATA’ 


The chairman stated, in the course of inserting his figures on the “‘annual cost 
of foreign aid’: “Now this part is from the Treasury Department Interest on 
what we have borrowed to give away since the end of World War II, using the 
average—and which is much higher today—$3,300 million.” 

The executive branch is unable to determine how the chairman calculated 
‘interest cost.” Since the interest paid in fiscal year 1959 was $7.6 billion ona 
total national debt, which was $284.7 billion on June 30, 1959, an interest charge 
of $3.3 billion for “borrowing for foreign aid” would appear to indicate that such 

borrowing” had totaled $125.0 billion during the postwar period. Since all 
expenditures for any form of “foreign aid” during the postwar period—-UNRRA, 
Export-Import Bank, investment in international financial institutions, agricul 
tural surpluses disposal programs, the mutual security program, government and 


relief in occupied areas, civilian relief in Korea, Greek-Turkish aid, Philippine 


rehabilitation, and others—have had a net cost of $75.8 billion, the chairman's 
figure would be 81.8 billion high, even if it were possible to accept the concept 
that all external assistance has been financed through borrowing 

The fact is that budget deficits are caused by an excess of total Government 
expenditures over total Government receipts. No single Federal budget ex- 
penditure or particular combination of such expenditures has caused the in- 
crease in the national debt which has taken place in the postwar period. Ex- 
penditures for the mutual security program and other forms of external assist- 
ance have contributed to total Federal expenditures 

Further, expenditures for the mutual security program and other forms of 
external assistance, like Government expenditures for other basic programs 
have been and continue to be essential to protect the liberties, promote the 
prosperity, and defend the security of the American people 

The chairman's estimate of interest costs is identified by him as being based 
on external assistance expenditures from the end of World War II through 


fiscal year 1959. The public debt of the United States rose from $269.4 billion 
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on June 30, 1945, to $284.7 billion on June 30, 1959, a net increase of $15.3 bil 


lion. While it is not possible to attribute any specific part of the increase in 
the public debt to a particular type of expenditure of the Federal Government, 
t is possible to relate mutual security expenditures, and total external expendi- 
tures, Of Which mutual security expenditures are a part, to total Federal ex 
penditures during the period and then to prorate part of the increase to those 
programs. The calculation follows : 

(a) Total budget expenditures of the Federal Government in the period 
July 1, 1945, through June 30, 1959, were $816.4 billion. 

(b) For the same period, the net cost of the mutual security program 
(military and economic) totaled $46.8 billion, and the net cost of all ex- 
ternal assistance (including the mutual security program) was $75.8 billion. 

(c) On a pro rata basis the mutual security program accounted for 5.7 
percent of total Federal Government expenditures; this amount is included 
in the expenditures for all forms of external assistance which accounted for 
9.3 percent. 

(d) On this basis about $0.9 billion of the total debt increase of $15.3 
billion was accounted for by the mutual security program; about $1.4 bil- 
lion was accounted for by all external assistance, including the mutual 
security program. 

(e) Since interest payments in fiscal vear 1959 on the total public debt 
of $284.7 billion were $7.6 billion, the interest payment “chargeable” to the 
$0.9 billion mutual security “portion of the debt” was about $24 million. 
This formed a part of the interest payment of $37 million “chargeable” to 
the $1.4 billion “total external assistance” portion of the debt. 

In summary, the chairman’s cost analysis has been examined carefully, and 
the executive branch has found it to consist of an association of unlike items 
obligations, expenditures, deliveries, and loan agreements; a nonrecurring sub- 
scription to an international financial institution; domestic activities unrelated 
to foreign aid; and a substantial item which had been paid for in prior years. 
His figures take no account of repayments. His “interest” figure is inflated by 
over 8.900 percent. 


CocunTRIES Not RECEIVING SINO-SovIET Bioc Aip 


(The following information was supplied in response to interroga 
tion on p. 1589 :) 


The following countries receiving ICA assistance are not: reported to be 
receiving Sino-Soviet bloc grants or credits: 


Bolivia Israel Paraguay 
Chile Japan Peru 

China (Taiwan) Jordan Philippines 
Colombia Korea (South) Spain 
Costa Riea Laos Sudan 
Dominican Republic Lebanon Thailand 
Ecuador Liberia Tunisia 

El Salvador Libya Uruguay 
(Ghana Mexico Venezuela 
Guatemala Morocco Vietnam (South) 
Haiti Nicaragua 

Honduras Panama 


Kconomic AND Trecunican ASSISTANCE PROGRAMS IN INDIA 


(The following information was supplied in response to a request 
of Mr, Passman on p. 1592 :) 


53909 O—60—pt. 2 112 
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Np COMMUNITY DEVELOPMENT PROJECT, 
INDIA 


CULTURAL COLLEGI 
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initiated in fiscal year 1959 with a similar group of Lebanese trade union leaders 
Program objectives and the general plan established for the earlier group remain 
the same, namely, to develop responsible trade union leadership. In this con- 
nection it is gratifying that labor conspicuously did not take part in the recent 
political upheaval in Lebanon, although under heay Vy pressure to do so 

The specific unions with which the former group had contact in the United 
States were as follows: 


nternational Union of Electrical, Radio & Machine Workers, 

International Association of Machinists, AFL-CIO 

International Brotherhood of Electrical Workers, AFL-CIO 

International Union, United Automobile, Aircraft & Agricultural Implement 
Workers of America, AFL-CIO 

American Federation of Television & Radio Artists, AFL-CIO 

Local 1-128, Oil, Chemical & Atomic Workers International Union, AFL-CIO 

Retail Clerks International Association, AFL-CIO, Local T70 

Motion Picture Producers Association 

Continental Baking Co. 

American Bakery & Confectionery Workers Union, AFL-CIO, Local 173 

Communications Workers of America, AFL-CIO 

Boot & Shoe Workers’ Union, AFL-CIO. 

International Shoe Co 

United Shoe Workers of America, AFL-CIO 

Amalgamated Clothing Workers of America, AFL—CIO, Buffalo Joint Board 

International Confederation of Free Trade Unions 

















AFL-CIO 
























“TN. ASSISTANCE TO PAKISTAN 


(The following information supplements testimony on p. 1677:) 





U.N. contributions to technical assistance program in Pakistan 






1959 approved program SOS1, BM 
1960 planned program 










U.N. Special Fund contributions to Pakistan 
Approved 1959 program : 
Soil survey (4 years) TOO, HOM 
Mineral survey (3 years) 1, OS2, GOK 














Total » 283. 100 





Planned 1960 program (not vet approved) 
Training of engineering and other technical personnel (5 years 2, 294, 400 
Labor management centers (5 vears) 1, 039, 000 











Total 




















AMERICAN UNiversiry ar BEIRU1 


(The following Information Wis requested by Mr. Passman on p: 
L7O1:) 





The fiscal vear 1961 “Technical cooperation” appropriation request includes 
$2,723,000 to support ICA-sponsored participant training at the American Uni- 
versity of Beirut This total consists of the following 

1. The sum of $1,880,000 for obligation under the ICA—-AUB contract This 
amount will cover: 

(a) Direct costs to AUB for 665 students for regular academic vear. Direct 
costs are defined as those costs directly attributable to instruction of ICA stu- 
dents. Direct costs vary depending upon the course, with some being charged 
arate of $1,500 a vear and others being charged as much as $2,800 for the more 
intensive and expensive courses. Total, $1,200,000 

(b) Indirect costs to AUB for 665 students for regular academic year. Indi- 
rect costs are defined as the pro rata overhead costs attributable to ICA students 
Total, $400,000 






leaders 
remain 
his con- 
Pe recent 


United 


plement 


CIO. 


oard, 


S981, 390 
SSH, TOO 


TOO, SOO 
SZ. 600 
283, 100 
294, 400 


039, 000 


333, 400 


hn On Pp. 


includes 
‘an Uni- 


t. This 


Direct 
ICA stu- 
charged 
he more 


r. Indi- 
students. 


3075 











(c) Costs of 75 education students in summer institutes, 55 education students 
in summer workshops, 60 education students in a summer orientation course, 
and 150 students enrolled in the regular summer session, Total, $150,000. 

(d) Books, supplies, and health insurance for participants. Total, $180,000. 

» An additional $843,000 to be handled directly by ICA to cover: 

(a) International travel for 665 students as estimated for fiscal year 1961 
(academic year 1961-62). Total, $130,000. 

(b) Maintenance allowances and miscellaneous costs for regular students. 
otal. S673,000. 

(c) International travel for participants attending summer teachers institutes 
and school administrators workshop (190 students). Total, $20,000 

d) Maintenance allowances for 190 students at summer institutes and work- 
shop. Total, $20,000. 

























Projects Financed From DerosBLicgaTreD FUNbps ror THE FAR East 









(The information following responds to interrogation on p. 1730:) 





Only four new projects, one of which was in China, were financed from prior 
ear funds deobligated and reobligated in fiscal year 1959. The total amount 
involved for the four projects was $569,000. 






AGRICULTURAL LEADER TRAINING Progecr IN THAILAND 









(The following information responds to interrogation on p. 1806a :) 


The training of Thai agricultural leaders was shown in the fiscal year 1960 
presentation under the General Training project in the general and miscellaneous 
category. Financing of this activity in previous years was provided under this 
general heading. 

For the fiscal year 1961 presentation, the decision was made to distribute par- 
ticipants previously grouped under the general training project among the specific 
activity fields in which they are to be trained. All related activities would thus 
fall within a single activity field. In line with this change in programing pro- 
cedure, agricultural participants financed in earlier Years under the general 
training project are now included in the project entitled “Agricultural Leader 
Training.” 














(The following information was requested on p. 1725 :) 





THe FRIENDSHIP Highway IN THAILAND 





The Friendship Highway, known originally as the Northeast Highway, ex- 
tends from Saraburi to Korat—a distance of 98 miles on the principal highway 
between the Thai capital, Bangkok, and the Lao border. The new highway, 
completed in June 1958, replaced a circuitous road of poor quality and limited 
capacity Which seriously impeded communications between Bangkok and north- 
east Thailand, an economically depressed area exposed to infiltration by Com- 
unist elements from neighboring countries. 

The initial cost estimate, developed on the basis of a survey by Sverdrup & 
Parcel, a U.S. engineering firm, was $11.7 million. However, total engineering 
ind construction costs proved to be $21.5 million—$14.2 million in dollars plus 
‘6.3 million equivalent in local currency and a further $1 million equivalent 
in services contributed by the Thai Government. The total costs were dis- 
tributed as follows: 













l. The Sverdrup & Parcel Co., which supervised engineering of the highway 
inder an ICA-financed contract, received $1.9 million for its services. This 
Included $500,000 in local currency. 

2. The Raymond Construction Co., which was responsible for construction of 
the highway under another ICA contract, received $12.3 million—S4 million 
equivalent of this amount in Thai currency. Of the total $12.3 million, $6.9 
luillion was spent for procurement of construction equipment such a bulldozers 
excavators, rock crushers, and rollers. A substantial portion of this equipment 
remains in active use on other Thai highway construction projects. The re 
haining $5.4 million was used to meet other necessary contract costs, mainly for 
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(The following information was requested on p. 1954:) 


Contrracr Wirn NATIONAL ACADEMY OF SCIENCES 


In June 1959, ICA signed a contract with the National Academy of Sciences 
(NAS), under which the NAS has agreed to provide consultative services t 
ICA programs for the establishment and/or improvement of instructional or 
research activities in the natural sciences in Latin America Pursuant to this 
contract, the NAS, in December 1959, appointed the Committee on Inter-Ameri- 
can Scientific Cooperation. To date the Committee has held three full meetings 


in Washington on January 5, January 27 and April 4, respectively Another 
full meeting of the Committeee is planned to take place on June 14 in New 
York City. In addition, there have been several subcommittee meetings: The 


Subcommittee on Brazil met on February 20 in Washington; the Subcom 
mittee on Chile met on May 10 in Washington: and the Subcommittee on the 
West Indies met on May 25-26 in New York City 
The contract provides for salary payment of staff members performing work 
for the Committee. Mr. Erie R. Rude of the NAS is the full-time staff member 
assigned to perform work under this contract, with the help of one part-time 
assistant Committee members and consultants called in by the Committee 
serve without salary but receive travel and per diem 
In addition to calling in its regular members for Committee meetings, the 
Committee has called in a series of consulting experts in connection with agenda 
items \ list of experts called in to date during fiscal vear 1960 follows 
Dr. Carlos Chagas, Director, Instituto de Biofisica, Universidade do Brazil, Ri 
de Janeiro, Brazil 
Dr. J. Wallace Joyce, National Science Foundation 
Dr. Paul H. Kratz, National Science Foundation 
Dor. Harry M. Miller, Jr.. Rockefeller Foundation 
Dr. Ernesto Luiz de Oliveira, Jr.. Chairman, Comissao Supervisora do Plano 
dos Institututos (COSUPT), Brazil 
Mr. Eugene B. Skolnikoff. President's Science Advisory Committee 
Dr. Andre C. Simonpietri, Associate Director, Office of International Rela- 
tions, NAS 
Dr. John Janney, former Assistant Director of Medical and Natural Sciences 
Rockefeller Foundation (now retired) 
Current plans of the Committee are to call in additional experts during the 
balance of this fiscal vear 
The regular members of the Committee are listed below 
J. George Harrar, Vice President, The Rockefeller Foundation, Chairman 
Farrington Daniels, Vice President, National Academy of Sciences, and profes 
sor emeritus of chemistry, University of Wisconsin 
Watson Davis, Director, Science Service 
William D. Johnston, Jr.. Chief, Branch of Foreign Geology, U.S. Geologica 
Survey 
Clarence F. Jones, Departemnt of Geography, Northwestern University 
Ralph A. Krause, Associate Director, Stanford Research Institute 
Robert F. Loeb, Columbia University College of Physicians and Surgeons 
Paul Mangelsdorf, Director, Botanical Museum, Harvard University 
Merle A. Tuve, Director, Department of Terrestrial Magnetism, Carnegie Insti 
tution of Washington 
Charles Wagley, Chairman, Department of Anthropology, Columbia University 
H. P. Robertson, Foreign Secretary, National Academy of Sciences, ex officio 
L. J. Grinter, Dean of Graduate School of Engineering, University of Florida 
In August 1959, the NAS sent Dr. Andre C. Simonpietri to several countries 
in Latin America for the purpose of consulting on programs of natural sciences 
under the terms of the ICA contract, with special reference to the improvement 
of science teaching in Brazil and Chile. 


(The following information was requested on p. 1767 :) 
QUALITY OF JAPANESE STEEI 
There is no indication that the quality of Japanese steel differs from that of 


American steel made to the same standards and specifications. The Japanes 
industry is equipped with modern steelmaking machinery and has the latest il 
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techniques. It can manufacture a wide range of iron and steel products to the 
specifications of its customers. Rigid inspection procedures assure quality. No 
complaints from American users of Japanese steel products have come to the 
attention of the Department and in the absence of any such complaints it would 
appear that the users of these products are satisfied with the quality. 


(The following information was requested on p. 2119:) 














U.N. Emercency Force 





Troop-contributing nations 


The 7 nations contributing the approximately 5,000 officers and men to the 
United Nations Emergency Force (UNEF) are Brazil, Canada, Denmark, India, 
Norway, Sweden, and Yugoslavia. 

Financing UNEF 

Total costs for UNEF during its first vear (1957) were S50 million; during 
1958 they were $25 million; during 1959, 819 million. For calendar year 1960 
asum of $20 million has been authorized by the General Assembly 

UNEF is a collective responsibility of all U.N. members, who are assessed for 
its cost on the percentage scale of assessments to the regular U.N. budget 
Despite the general decrease in the costs of UNEF, the sums involved represent 
a large additional burden to an organization whose regular annual budget is 
about $60 million. To the smaller members this additional burden is particu- 
larly Onerous. It must also be borne in mind that the countries furnishing 
roops have incurred heavy costs, some of Which are not reimbursable.  Assist- 
ince from the United States, bevond the funds obtained by assessments on all 
U.N. members, is essential to keep the force in being 

In the light of these facts, of U.S. interest in maintaining a successful UNEF 
and in maintaining stability in the area, we have in the past offered voluntary 
assistance beyond our regular assessed share. The effect of this voluntary 
assistance has been to reduce the amount to be assessed to the point where a 
majority of U.N. members have felt able to contribute 

The 14th General Assembly adopted a resolution designed to reduce the burden 
on those least able to pay and thus broaden support for UNEF. The resolution 
alls for the application of the voluntary contributions of the United States and 
the United Kingdom—a total of about S814 million—to reduce by 50 percent the 





























ssessments of those least able to pay. The process will be continued up the 
ale until the money is exhausted 
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In line with its previous policy, the United States, at the 14th General As 
enbly, offered a voluntary contribution of $3.2 million to UNEF, subject to the 
appropriation of funds by the Congress. The voluntary U.S. contribution when 

ded to our assessment in the 1960 UNEF budget would mean U.S. support of 
the authorized expenditures at a level of approximately 48.5 percent. 
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There are 19 technical Cooperation projects proposed for initiation in fiscal 
Vear 1961 which contain a contract service element The projected cost for 


these contracts in fiscal vear 1961 is estimated to be S1478,000. Contract cos 






after fiscal year 1961 for these contracts are estimated to be $1,800,000 for 














lotal contract cost from inception to completion of S2.778,000 Phese 19 con 
fracts include 7 with American colleges and universities, 2 with engineering 
concerns, and 10 with other organizations An estimated 38S contract technicians 
aire proposed under these contracts, in addition to contract participants and 
Ommodities. Of these 19 contracts, T are planned for only 1 vears of funding 


Le, fiscal vear 1961), 3 are proposed for funding through fiscal year 1962, 4 
thers are proposed to be funded through fiscal year 1963. and 5 


re planned 
to be financed through fiscal vear 1964 
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shortage of physicians and the low level of public healtl 

provided assistance in connection with the lbiprovement 

and the administration of Indonesia’s public health 

ontract, signed in July 1954, which terminates o1 

California provided 15 doctors for varying 

lof iversity of Indonesia in [jakarta 

ians, showing > term of their employment in Indonesia 

indicated therein, the last of these doctors left Indonesia it 

In addition to the doctors made available by the University 

U.S. Public Health Service doctor, with ICA on reimbursable 
formerly was connected with this activity 


Because of ie Continuing need for assistance to higher medical education 
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contract with t University of California Under this contract the University 
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rogran ‘ h improved technical and administrative 
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The ROK Orrice BuiLpine 


The ROK office building is one unit of a complex of facilit 


liminary planning was begun in 1954. Subsequently, a decision wa 
| 
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ceed only with an office building to provide more adequate a 
cecommodations for the major ministries of the ROK Gover! 

the war have been housed in temporary quarters scattered 

The designs and specifications for this building were completed 
irchitectural services were provided at a cost of $34,000 by Pacific Archit 
Engineers Inc., of California. 
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contract was concluded in January 1960 with the Vinnell Corp. 
Phe authorized value of this contract is $2,057,243. Supervision 
is to be the responsibility of a direct-hire employee, for whom 
funds is required in fiscal year 1961 to cover salary, allowances, 
sts. Mr. Horace Taylor, a construction engineer employed by 


nother capacity has been selected for this position 


eC 1961, DS funds in the amount of $2,430,000 were obligated 

health for t dollar costs of this project This total covers, in addition to the cost 
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health ateria and equipment which must be imported. To meet the cost of labor 

s available locally, the equivalent of about $1.1 li in local 
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varying equested, a copy of the construction contract with 
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Afghanistan: 


Military assistance program—Continued Page 
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Near East and south Asia—Continued 
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Technical cooperation program—Continued 
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